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86TH CoNGRESS t SENATE | REPORT 
1st Session No. 241 





TEMPORARY SUSPENSION OF PROCESSING TAX ON 
PALM OIL 


May 7, 1959.—Ordered to be printed ~ 


Mr. Byrp of Virginia, from the Committee on Finance, submitted the 
following 


REPORT 


[To accompany H.R. 147] 


The Committee on Finance, to whom was referred the bill (H.R. 
147) to suspend temporarily the tax on the processing of palm oil, 
palm-kernel oil, and fatty acids, salts, and combinations or mixtures 
thereof, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of H.R. 147 is to suspend through June 30, 1960, the 
tax on the processing of palm oil, palm-kernel oil, and fatty acids or 
salts derived therefrom. 


GENERAL STATEMENT 


Public Law 85-235, approved- August 30, 1957, suspends through 
June 30, 1960, the 3-cent-per-pound tax imposed on the first domestic 
processing of coconut oil by section 4511(a) of the Internal Revenue 
Code of 1954. This suspension, which was provided by action of the 
Senate while considering H.R. 2842 of the Ist session of the 85th 
Congress, places palm oil and palm-kernel oil at some competitive 
disadvantage since part of these oils processed in the United States 
are used for the same general purposes as coconut oil and babassu 
oil on which the processing tax has been suspended. 

In order to restore this competitive balance the bill H.R. 147 would 
suspend the 3-cent-per-pound tax for the period which begins with the 
first day of the first month which begins more than 10 days after the 
date of enactment of the bill and ends with the close of June 30, 1960, 
- — date on which the existing suspension of the tax on coconut 
oil ends. 
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DEPARTMENTAL REPORTS 


The Department of Commerce favors enactment of this proposed 

legislation. 

The Department of Treasury had no comment to make on the 
eneral merits of the proposed legislation but advised that the annual 
oss of revenue resulting from enactment may approximate $1 million. 

The U.S. Tariff Commission submitted the following report: 


U.S. Tarirr Commisston, 
Washington, March $1, 1959. 


MemMoRANDUM ON H.R. 147, 86TH Conaress, a Britt To SusPenp 
TEMPORARILY THE TAX ON THE PROCESSING OF PALM O11, PaLm- 
KeErNeEx O11, AND Farry Acips, Satrs, aND CoMBINATIONS, OR 
Mixtures THEREOF 


Purpose of the bill 


The purpose of H.R. 147 is to suspend until July 1, 1960, the 3-cent- 
per-pound tax imposed by section 4511(a) of the Internal Revenue 
Code of 1954 (hereinafter designated ‘““IRC’’) upon the first domestic 
processing of palm oil, palm-kernel oil, fatty acids derived therefrom, 
or salts thereof, or of any combination or mixture solely because such 
combination or mixture contains a substantial quantity of such oils, 
fatty acids, or salts. H.R. 147 would be effective during the period 
beginning with the first day of the first month which liaten: more 
than 10 days after the date of the enactment of the legislation and 
ending with the close of June 30, 1960. 


History of processing tax 


Section 4511(a) IRC provides as follows: 

“There is hereby imposed upon the first domestic processing of 

coconut oil, palm oil, palm-kernel oil, fatty acids derived from any 
of the foregoing oils, salts of any of the foregoing (whether or not 
such oils, fatty acids, or salts have been refined, sulphonated, sul- 
phated, hydrogenated, or otherwise processed), or any combination 
or mixture containing a substantial quantity of any one or more of 
such oils, fatty acids, or salts, a tax of 3 cents per pound, to be paid 
by the processor.” 
This tax was imposed originally by the Revenue Act of 1934. While 
the tax was originally included in a revenue act, it was not adopted 
for revenue purposes but principally to protect a product of the 
dairy industry, namely, butter, and other domestically produced edible 
fats and oils, especially cottonseed oil. At that time large quantities 
of coconut oil were used in margarine, which competed with butter, 
and substantial quantities of palm oil were used in shortening where 
it competed with cottonseed oil. Although very little palm-kernel 
oil was used in either margarine or shortening it was included in the 
tax provision, presumably because it is similar to coconut oil and 
could be substituted for it. 

Very little coconut oil has been used in margarine during the last 
decade, and Congress, by section 3 of the act approved August 30, 1957 
(Public Law 85-235), suspended the 3-cent-per-pound processing tax 
on coconut oil until the close of June 30, 1960. The bill under con- 
sideration would suspend until the close of June 30, 1960, the tax on 
the other products named in section 4511(a) IRC. 


~ 
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Description and uses 


Palm oil is a semisolid fat somewhat similar to tallow. It is ob- 
tained from the outside fleshy part of the fruit of the oil palm, the seed 
of which yields palm-kernel nL. 

The principal use of palm oil in the United States is in the tinplate 
and terneplate industries, where it serves to prevent oxidation in the 
plating baths. Imports used for this purpose are exempt from the 
tax by section 4512 IRC. Relatively small quantities are used in 
metalworking, lubricants, soaps, and in shortening and other edible 
products. 

Palm-kernel oil is obtained from the seed kernel of the palm fruit, 
which, as mentioned above, also yields.palm oil. It is one of the 
so-called lauric-acid oils, similar to coconut and babassu oils. 

Palm-kernel oil is used in the United States principally in edible 
products such as biscuits, crackers, and confectionery. - Small quanti- 
ties are used in soaps and other industrial products. 


Import duties and processing taxes 


As indicated above, the processing tax is in effect an import duty, 
although in the strictly legal sense it is an internal tax. The term 
“duty,” as hereinafter used, refers to status under the tariff laws. 

Palm oil is duty free but is subject to the processing tax of 3 cents 
per pound, except when used in the manufacture of iron or steel 
products, or in tinplate or terneplate. Palm-kernel oil is dutiable at 
one-half cent per pound unless denatured; if denatured, it is duty free. 
Whether denatured or not, palm-kernel oil is subject to a processing 
tax of 3 cents per pound. 

It will be noted that coconut oil, the principal competitor of palm- 
kernel oil, is free of duty if of Philippine origin and, until June 30, 1960, 
also free of the 3-cent-per-pound processing tax. Babassu oil, which 
competes directly with coconut oil, is free of duty and processing tax. 
U.S. production and imports 


No palm oil is produced in the United States; all that is consumed 
in the United States is imported. Likewise, all palm-kernel oil con- 
sumed in the United States is imported (either as oil or as kernels). 
The Belgian Congo is the principal source of both palm oil and palm- 
kernel oil. 

Imports of palm oil averaged 45 million pounds during the 5-year 
period 1952-56. Imports were 19 million pounds in 1957 and 28 
million pounds during the first 8 months of 1958. 

Imports of palm-kernel oil averaged 40 million pounds during the 
5-vear period 1952-56. Imports were 50 million pounds in 1957 and 
36 million in the first 8 months of 1958. The major part of the 
imports of palm-kernel oil in recent years has consisted of the dutiable- 
edible grade. 

Imports of coconut oil and copra, in terms of oil, averaged 569 
million pounds during the 5-year period 1952-56. Imports were 
589 million pounds in 1957 and 396 million pounds in the first 8 months 
of 1958. These imports were almost all from the Philippines. Im- 


ports of babassu oil, all from Brazil, have been negligible in most of 
the years since 1951. 
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Probable effects of enactment of H.R. 147 


Most of the palm oil imported into the United States is used in the 
tinplate and terneplate industries and therefore is free of the 3-cent- 
per-pound processing tax. Consequently, suspension of the pro- 
cessing tax on palm oil would have no effect on imports for this use. 
Suspension of the tax, however, would tend to reduce the price of 
palm oil used for other purposes. This would tend to expand the 
consumption of palm oil in those uses for which it is suit#ble. For 
use in soaps, lubricants, and metalworking, palm oil competes largely 
with tallows and greases. Since tallows aaa greases are considerably 
cheaper than palm oil, it is not likely that the suspension of the tax 
would increase the use of palm oil in inedible products to any appreci- 
able extent. In edible products cottonseed oil and soybean oil would 
appear to be most competitive with palm oil. Price differences here 
are not great, so that suspension of the tax could conceivably result 
in a moderate increase in the use of palm oil in this field. The United 
States, it may be noted, however, is on a very substantial export basis 
with respect to tallows and greases as well as cottonseed and soybean 
oils. 

The suspension of the 3-cents-per-pound processing tax on palm- 
kernel oil would still leave this oil subject to a duty of one-half cent 
per pound if suitable for use in edible products. It would be duty- 
and-tax free if rendered unfit for use as food. Coconut oil, the prin- 
cipal competitor of palm-kernel oil, will enter duty-and-tax free 
(from the Philippines, the main source) until June 30, 1960. Con- 
sequently, if the tax is suspended for this period on palm-kernel oil, 
such oil, when denatured for use in inedible products, would be on an 
equal tax basis (duty- and tax-free) with coconut oil, but it would 
still be at a disadvantage of one-half cent per pound, taxwise, when 
not denatured and therefore suitable for food. Babassu oil, like 
coconut oil of Philippine origin, is duty- and tax-free. Suspension of 
the tax on palm-kernel oil would restore the competitive position, 
which existed before the suspension of the tax on coconut oil, with 
respect to its principal competitor—coconut oil—and place it in a more 
favorable position than existed before with respect to babassu oil. 
This would tend to maintain or increase the use of palm-kernel oil 
compared with the uses of coconut and babassu oils. 


O 
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861TH CoNGRESS SENATE | Rerorr 
1st Session No. 242 





FREE IMPORTATION OF CERTAIN CHAPEL BELLS 


May 7, 1959.—Ordered to be printed 





Mr. Byrp of Virginia, from the Committee on Finance, submitted the 
following 


REPORT 


[To accompany H.R. 3681] 


The Committee on Finance, to whom was referred the bill (H.R. 
3681) to provide for the free entry of certain chapel bells imported 
for the use of the Abelard Reynolds School No. 42, Rochester, N.Y., 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE 


The purpose of H.R. 3681 is to provide for the free importation of 
Or 


5 chapel bells imported for the use of the Abelard Reynolds School 
No. 42, Rochester, N.Y. 


GENERAL STATEMENT 


The tariff laws of the United States have long contained special 
provisions according duty exemptions for specified imports by educa- 
tional, religious, and other institutions. These provisions reflect the 
general policy of Congress with respect to the extent to which it will 
grant such institutions special tariff privileges. H.R. 3681 would 
grant a special tariff exemption to the Abelard Reynolds School No. 
42, of Rochester, N.Y., with respect to chapel bells which, in the 
absence of special legislation, would be dutiable. 

The bells for use in the Abelard Reynolds School range from 2 to 8 
inches in diameter and are to be used for the musical training and ap- 
preciation of students of the school. Bells of this type are not manu- 
factured in the United States and are specially made for fine tone and 
accuracy. They are not intended for transfer or sale and will remain 
the property of the school. 
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In a report to the chairman, the Bureau of the Budget expressed no 
ween to allowing the Abelard Reynolds School to import chapel 
bells free of duty; but recommended that if the committee felt that 
free entry of chapel bells for this school was justified, the bill should be 
amended to extend the privilege to all importers of the same class. 

A similar report was received from the Department of the Treasury. 

The Committee on Finance prefers to look into the merit of each 
such case rather than enact general legislation. 


O 
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86TH CONGRESS } SENATE { Report 
1st Session No. 243 





THE INTERNATIONAL HEALTH AND MEDICAL 
RESEARCH ACT OF 1959 





May 11, 1959.—Ordered to be printed” 


Mr. Hitt, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany 8.J. Res. 41} 


The Committee on Labor and Public Welfare, to whom was referred 
the Senate joint resolution (S.J. Res. 41) to establish in the Depart- 
ment of Health, Education, and Welfare the National Advisory Coun- 
cil for International Medical Research, and to establish in the Public 
Health Service the National 'nstitute for International Medical Re- 
search, in order to help mobilize the efforts of medical scientists, re- 
search workers, technologists, teachers, and members .of the health 
professions generally, in the United States and abroad, for assault upon 
disease, disability, and the impairments of man, and for the improve- 
ment of the health of man through international cooperation: in re- 
search, research training, and research planning, having considered 
the same, report. favorably. thereon, with an amendment in the nature 
of a substitute and an amendment to the title, and recommend .that 
the joint resolution, as amended, do. pass. 

The committee amendment in the nature of a substitute does not 
change the intent or the purpose of the joint resolution as introduced. 
It merely clarifies certain provisions and adds language to. comply with 


technical suggestions made by the Department of Health, Education, 
and Welfare. 


THE INTERNATIONAL HEALTH AND MEDICAL RESEARCH ACT OF 1959 


In reporting Senate Joint Resolution 41 to the Senate the committee 
has approved a measure designed to join the skills and resources of the 
health scientists of this Nation with the research talents and capabili- 
ties of scientists in other countries in a concerted, attack upon, the 


unsolved problems of disease and disability which confront.all peoples 
of the world, 








2. « THE INTERNATIONAL HEALTH AND MEDICAL RESEARCH ACT 


Under the general supervision and direction of the Secretary of the 
Department of Health, Education, and Welfare, the Surgeon General 
of the U.S. Public Health Service, through the National Institute for 
International Health and Medical Research (to be created within the 
National Institutes of Health), is authorized to encourage, support, 
and cooperate in the training for, and the planning and conduct of, 
research, experiments, and studies relating to the causes, diagnoses, 
treatment, control, and prevention of physical and mental diseases 
and impairments of mankind or relating to the rehabilitation of the 
physically or mentally handicapped. Such research, experiments, and 
studies may be carried on in the United States and in foreign countries. 
An appropriation of $50 million annually is authorized to carry out 
the provisions of this joint resolution. 

The joint resolution creates a National Advisory Council for Inter- 
national Health and Medical Research. The Surgeon General of the 
U.S. Public Health Service will serve as chairman of the Council and 
he and representatives of the Office of Vocational Rehabilitation and 
the Children’s Bureau will be ex officio members. Sixteen additional 
members will be appointed by the Secretary of Health, Education, and 
Welfare for 4-year terms from among leaders in the fields of health 
research, health sciences, teaching and training in the health sciences, 
and public and international affairs. The members of the Council 
shall include, among others, leaders in fields related to the health of 
mothers and children, and in the field of rehabilitation. 

The Council is authorized to advise, consult with, and make recom- 
mendations to the Secretary and to the Surgeon General on matters 
generally relating to the purposes and activities authorized by the 
joint resolution. The Council will also review all applications for 
financial grants authorized by the joint resolution and make recom- 
mendations to the Surgeon General concerning such financial grants. 
No financial grant shall be approved by the Surgeon General except 
after review and recommendation for approval by the Council. 

In carrying out his responsibilities under the joint resolution, the 
Secretary is required to take such steps as may be necessary to assure 
that, in the administration of this program, the facilities and services 
of all the offices and agencies of the Department of Health, Education 
and Welfare (as well as those of the Public Health Service) are utilized 
to the optimum extent and to provide for coordination of the work 
of, and consultation between, the Public Health Service and other 
agencies and offices of the Department. To this end the Surgeon 
General is authorized to utilize, in addition to the new Institute for 
International Health and Medical Research, other units of the Public 
Health Service and, subject to the approval of the Secretary, the 
Office of Vocational Rehabilitation, the Children’s Bureau, and such 
other agencies and offices in the Department of Health, Education, 
and Welfare as he may deem advisable. 


HEARINGS 


In the course of 6 days of hearings the purposes and objectives of 
the joint resolution were supported by the American Medical Associ- 
ation, the American Dental Association, many health associations, 
and many persons of eminence and knowledge in health sciences, 
industry, and public affairs. No one appeared to testify against the 
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joint resolution, The witnesses, listed in the chronological order in 
which they appeared before the committee, included: 

General of the Army Omar_N. Bradley, former Administrator of 
Veterans’ Affairs; Dr. Paul Dudley White, past president, Interna- 
tional Society of Cardiology; Dr, Detlev Brook. president, Rockefeller 
Institute for Medical Research and chairman of the Advisory Council 
of the Citizens Committee on Health for Peace; Dr. Howard A. Rusk, 

rofessor and chairman, Department of Physical Medicine and Reha- 
ilitation, New York University, Bellevue Medics! Center. 

Dr. I. S. Ravdin, chairman of the board of regents of the American 
Coilege of Surgeons, vice president of medical development, University 
of Pennsylvania; John ir Connor, president, Merck & Co., Ine.; 
Dr. Gunnar Gundersen, president, American Medical Association; 
Dr. Sidney Farber, professor of pathology, Harvard Medical School, 
and the Children’s Hospital, Boston; Dr. Frederick J. Stare, professor 
of nutrition, and chairman, department of nutrition, Harvard School 
of Public Health. 

Dr. Cornelius P. Rhoads, medical director, Sloan-Kettering Insti- 
tute; Dr. Ross T. McIntire, executive director, International College 
of Surgeons; E. B. Whitten, executive director, National Rehabilitation 
Association. 

Dr. Martha Eliot, head, department of maternal and child health, 
Harvard School of Public Health; Leo Cherne, executive director, 
Research Institute of America, and chairman of the board, Inter- 
national Rescue Committee; Dr. Peter D. Comanduras, secretar 
general, Medical International Cooperation; Basil O’Connor, presi- 
dent, the National Foundation. 

Maj. Gen. Melvin J. Maas, USMCR, retired, Chairman, President’s 
Committee on Employment of the Physically Handicapped; Dr. 
Matthew Besdine, member of the American Dental Association’s 
Council on Legislation; Dr. George C. Paffenbarger, director of the 
American Dental Association’s Research Division at the National 
Bureau of Standards; Dr. C. Willard Camalier, assistant secretary, 
American Dental Association. 

Hon. Arthur S. Flemming, Secretary, Department of Health, 
Education, and Welfare; Dr. Leroy E. Burney, Surgeon General, 
Public Health Service, Department of Health, Education, and Wel- 
fare; Miss Mary E. Switzer, Director, Office of Vocational Rehabilita- 
tiony Department of Health, Education, and Welfare; Mrs. Katherine 
B. Oettinger, Chief, Children’s Bureau, Social Security Administration, 
Department of Health, Education, and Welfare; Hon. Hubert H. 
Humphrey, U.S. Senator from the State of Minnesota. 


PURPOSES AND OBJECTIVES OF THE JOINT RESOLUTION 


This legislation is based upon the following fundamental points: 

1. The ravages of disease, the despair of disability, and the tragedy 
of premature death are specters which menace all the peoples of the 
world. 

2. Discoveries through medical research and progress in the health 
sciences, regardless of their poaenpeioes or national origin, augment 
a common reservoir of knowledge to which all mankind should have 
access. 

3. Science and research are activities of the human mind which 
cannot be viewed as limited or confined by national boundaries. They 
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flourish best and are most productive in a context which encourages 
support, collaboration, and communication between scientists sharing 
mutual interests wherever they may reside. 

4. The scientific and economic resources of this Nation, prudently 
and purposively employed, can be a crucial factor in bringing to bear 
upon the urgent problems of disease and disability the world’s scien- 
tific research potential in fields of health to the benefit of the people 
of the United States and of all countries. 

5. In thus joining with the health scientists and research workers of 
other nations in a cooperative attack upon health problems we can 
seek to further man’s knowledge, not out of fear for our security, nor 
from pride in our achievements, but as a venture in the cause of human 
dignity and the betterment of all mankind. 

It is in the recognition that disease and disability know no inter- 
national boundaries; that research in the health sciences fostered on 
an international basis holds great promise of advancement of benefit 
to all; and that an unselfish effort on the part of the United States 
to advance health sciences in the interest of all peoples can be a potent 
instrument of peace and good will, that the committee has acted upon 
this joint resolution. 


HEALTH RESEARCH ON A WORLDWIDE BASIS 


The committee has taken particular note of a point repeatedly 
emphasized during the hearings on this joint resolution; namely, that 
research is the single most important component in any effort to deal 
with the problems of disease, ill health, and disability which confront 
the world. The continuing enlargement of our fund of basic knowl- 
edge, together with the purposeful application of existing knowledge 
in increasingly effective ways are essential to progress’ in health and 
the ultimate victory over major problems of diserse and disability. 

Today it is clear, as Dr. Burney, Surgeon General of the Public 
Health Service, stated in his testimony, “that effective progress in 
medical research involves horizons considerably broader than those 
encompassed in the activities of a single nation.”” The prospect and 
promise of significant findings in the fields of health and medicine 
exist whenever men pursue research in these fields. 

In like manner Dr, Howard Rusk, professor and chairman, depart- 
ment of physical medicine and rehabilitation, New York University, 
Bellevue Medical Center, noted the international character of medical 
research : 


Medicine has never been anything but international. You can go back in 
history, and it is the most beautiful evidence of internationalism that exists in the 
world. 

Microbiology came from Holland. Immunology with vaccination came from 
Great Britain. Bacteriology came from Pasteur in France. Sulfonamides came 
from Germany—but they waited 16,years, because an assistant missed one com- 
pound, and it was found 16 years later in a laboratory in another country. Peni- 
cillin came from Great Britain. Insulin tame from Canada. Cortisone came from 
the United States. Anesthesia came from the United States. Rauwolfia lay 
dormant 400 vears in India untilsome raw material came to a laboratory in Boston, 
to be tried with a series of other drugs on patients with high blood pressure. At 
the end of the fifth week, they were ready to abandon the drug because nothing 
had happened, not realizing that it took six. They went on to the sixth week. 
And.they gave us the greatest tool we have in our hands today for the management 
of high blood pressure and certain types of mental disease. 
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And Dr. Gundersen, president, American Medical Association, said: 


Our association feels that medicine has no geographic boundaries, for it is truly 
an international science for the benefit of everyone. Furthermore, we believe 
that only through coordinated effort can physicians throughout the world bring 
to their people the maximal health benefits that modern medicine can provide. 

Today, more than ever before, medical men all over the world are interde- 
pendent. Consequently, physicians in America are interested not only in export- 
ing new developments in the art and science of medicine, but we also are equally 
anxious to import new techniques and discoveries by our colleagues in other coun- 
tries. Worldwide progress in medicine can continue in the future only through the 
free exchange of ideas between medical scientists in all countries. 


1. Value and meaning for the United States 


Throughout the hearings the committee was impressed with the 
emphasis given by witnesses to the belief that the people of the 
United States stand to gain immeasurable health benefits through 
the programs and activities which are authorized under Senate Joint 
Resolution 41. American scientific partnership and participation in 
worldwide medical research can do much to advance knowledge and to 
hasten the solution of many health problems which we as well as other 
peoples face. Any enlargement of the world’s knowledge and under- 
standing of disease and life processes is of benefit to all people. Major 
breakthroughs in medical research are possible wherever research is 
performed. 


In this respect Dr. Burney stated: 


Disease and ill health are scourges of all mankind. Their elimination is a 
common cause, and a scientific advance by anyone is a victory for all. 


Dr. Gundersen told the committee: 


I believe that Senate Joint Resolution 41, 86th Congress, will provide an im- 
oe way in which the United States can contribute to the health and well- 

eing of our own citizenry and of ail the peoples of the world. 

We in medicine have long recognized that native intuition and the ability to 
apply scientific methods of research are gifts which are not confined to people in 
only a few nations of the world. Men and women of science in all countries can 
contribute substantially to the expanding horizons of medical knowledge. 


Dr. Bronk, president of the Rockefeller Institute for Medical Re- 
search, also urged this view before the committee: 


* * * for the purposes of the record, I do wish to speak in approval of the 
International Health and Medical Research Act of 1956. 

There are, among others, these reasons which lead me to do so: As a Nation, 
we are partners in building the strength of the free world. Having made that 
very obvious statement, I would say that the strength of this group of free nations 
will depend in large measure upon the strength and the health of the peoples of 
those nations. For that reason, the significanee of this bill is obvious. 

We are spending vast sums and making great efforts in order to persuade the 
peoples of all the world that our national objective is the peaceful welfare of all 
peoples. The enactment of this bill would, 1 think, be powerful proof of this 
selfless national purpose. 

Having said that our purpose is unselfish, as a scientist I would add: that 
benefit to our own people will unavoidably aecrue from whatever we do for others 
in the field of science. That is in the very nature of shared scientific effort and 
the common value of the resulting scientific knowledge. 


Dr. Paffenbarger of the American Dental Association added further 
emphasis: 


Certainly the crusade against sickness and disease is one in which all countries 
can enlist and from which all peoples can benefit. The place of medical discovery 
is not important; a cure for disease is a boon to all of humanity regardless of the 
country of its origin. A review of medical history will show that significant dis- 
coveries have not been limited to any geographic area; achievements have come 


59003°—59_ S. Rept., 86-1, vol. 3-2 








6 THE; INTERNATIONAL HEALTH AND MEDICAL RESEARCH ACT 


from all corners of the world. ‘The names in an international ‘‘Who’s Who in 


Health Research”’ would doubtless read like the membership roster of the United 
Nations. 


The committee is convinced that the benefit which our people will 
receive through support of international health research activities will 
far exceed in value any amounts expended under this joint resolution, 


2. The scientific opportunities for research on an international basis 
The Surgeon General of the Public Health Service made clear in 


his testimony the special opportunities which exist for research on an 
international basis: 


Many major problems of disease and disability can be studied effectively only 
on a worldwide or regional basis. 

The worldwide distribution of disease as related to natural and manmade 
environmental conditions may reveal variations which could provide significant 
insight into their causation and dissemination. Such variations and contrasts, 
studied systematically, may provide the key clues to the control or eradication 
of many diseases. 

For example, it is probable that clear understanding of and basic knowledge 
relating to the phenomena of the viruses, their origin, modification, and distribu- 
tion, will be achieved only through long-range integrated studies on the part of 
the world’s virologists working through a network of viral laboratories in coop- 
eratively planned and uniformly pursued observation and study. 

* « ~ * * ~ * 

There are many examples in medical research where knowledge has remained 
either indecisive or unused for unnecessarily long periods of time because of the 
lack of collaboration and communication among scientists working individually 
upon the same problems. Had they combined their efforts rather than continued 
in isolation, or had there been means for ready access to knowledge of the accom- 
plishment of others, it is probable that more rapid progress would have been made 
in many important areas of research. 


In respect to the opportunities for research in the field of rehabilita- 
tion, Dr. Howard Rusk had this to say: 


We in the United States provide world leadership in rehabilitation but we have 
no monopoly on creative imagination, ingenuity, and research potentials. In the 
scores of visits I have made to rehabilitation programs over the world there has 
not been a single instance in which I have not learned something new which 
could be utilized here in the United States to make our own programs more 
effective. Through these visits I know of scores of significant research projects 
which could be implemented rapidly if this legislation is adopted which would 
have significant value to our own rehabilitation efforts here at home. 

Through outstanding research work in prosthetics conducted through the 
Prosthetics Research Board of the National Academy of Sciences in cooperation 
with the Veterans’ Administration and the Office of Vocational Rehabilitation, 
we have the finest artificial limbs the world has ever seen. Yet, two of the most 
significant developments in prosthetics in recent years have come from Germany— 
the suction socket and the Heidelberg arm, 

The work being done in rehabilitation of the brain injured in Finland; with blind 
persons with other physical handicaps in the Soviet Union; in plastic surgery and 
rehabilitation for lepers in Hong Kong and Vellore, India; in occupational health 
and employment of handicapped workers in the Scandinavian nations; in geriatric 
rehabilitation in Australia and the Scandinavian nations; in the use of bamboo for 
braces in Hong Kong; in the socio-medico-economic areas of disability evaluation, 
workmen’s compensation, pensions, and disability benefits in many nations— 
all of these and many other examples could be given of fruitful areas of research 
which could be immediately developed if this legislation is passed. 


3. International medical and health research potential and resources 
Many witnesses pointed out the resources in trained scientific man- 
power and skills available for productive work in medical and health 
research in foreign countries. They emphasized also the great poten- 
tial for the effective growth of health research that exists in the many 
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talented students in other lands needing only support or the oppor- 
tunity for intensive training to permit their joining in effective research 
endeavors. The importance of providing support for both the research 


activities and the training of such promising scholars was emphasized 
again and again. 


Dr. C. P. Rhoads, medical director, Sloan-Kettering Institute, had 
this to say on this subject: 


In short, I have spoken to the principal points of your bill. 1 have indicated 
that I can differ with no point; that on the basis of personal experience with young 
scientists from other countries in our own institution and persona! experience in 
other countries, limited on my own part but very extensive on the part of my 
staff. we are satisfied that there is a vast reservoir of unused scientific talent. 
There is certainly a vast store of suppressed enthusiasm and ability. Almost 
limitless opportunity exists to exploit this talent and this enthusiasm in fields 
most imporiant to us, if it can be adequately manazed so that existing barriers 
to this kind of work will no longer exist — 


Dr. Sidney Farber, professor of pathology, Harvard Medical School, 
ilso addressed himself to this problem: 


[In many countries, such as Italy, the amount o research support available is 
-o smal! that men of great skill and intellect are compelled’ to carry on only token 
research concerning problems which are selected because they do not require 
manpower, equipment, or modern research facilities 

In a great basic research institute in Sweden * * * a distinguished pathfinder 
n research concerning the cell could double his research activities, and the number 


of scientists trained in this field where trained men are so rare, with a relatively 
small increase in his budget 


The value of providing for the training and support of foreign 


scientists was well presented in the statement by Dr. George C. 
Paffenbarger: 


Perhaps the single most significant aspect of Senate Joint Resolution 41, from 
the standpoint of both immediate and long-term advancement in research, is the 
provision for training additional research ‘workers and for. making .maximum 
utilization of those presently available. The No. 1 need today, at least in this 
association’s chief area of interest, is for additional skilled investigators. Many 
extremely promising areas of investigation are not now receiving adequate study 
simply for lack of sufficiently trained personnel. This is why this association has 
supported the domestic training and fellowship programs in the past and today 
is supporting the proposal for a similar program abroad. 

Unfortunately there are at the present time foreign scientists with special skills 
and talents who are not able to conduct the researeh investigations of which they 
are capable because of lack of adequate facilities. This is a situation which 
should be remedied and is covered in Senate Joint Resolution 41. 

There .are laberatories and research institutions in foreign: cowntries that 
presently can offer special training by highly qualified personnel utilizing facilities 
and subjects for study that are not available in the United States. American 
students should be encouraged to visit these places for extended periods to acquire 
the knowledge and training that can be provided. The type of activity to be 
encouraged is exemplified by the experience of an outstanding dental scientist 
who went recently to study in D’Allemagne’s crystallography laboratory in 
Belgium and brought back invaluable information and techniques which he is 
now teaching to others in the United States. Similarly, foreign health scientists 
should be encouraged to come to this country for the interchange of scientific 
knowledge, information, and techniques. Some excellent programs along this 
line already are in existence and have proved invaluable, but the surface has only 
been scratched. The joint resolution wisely makes provision for additional en- 
couragement and support of this kind of worthwhile venture. 


4. International health research and the increase of understanding among 
peoples of the world 


Throughout the testimony presented to the committee in connection 
with this joint resolution, a most heartening aspect was the agree- 
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ment among witnesses that programs and activities authorized by 
Senate Joint Resolution 41 would, in addition to their immediate 
benefit in advancing our struggle against disease and ill health, have a 
fundamental long-range value in enlarging the basis for understanding 
among peoples of the world and enhancing the possibility for peace. 

The committee feels it to be important that the potential contribu- 
tion to peace and better relationships among peoples of the world, 
that can come through a joining of hands in a scientific endeavor which 
has no political, military, or economic objective, be set forth for the 
consideration of the Senate. 

Senate Joint Resolution 41 presents a program designed to use 
man’s skill and knowledge in a common struggle against disease and 
ill health. In this process we are working with scientists, not nations, 
our efforts are directed toward knitting tighter the fabric of scientific 
effort, and our purpose is the well-being of man. This effort must be 
preserved free from political overtones. This viewpoint was stated 
again and again by witnesses, and the following excerpts from the 
hearings are illustrative of this point: 

Dr. Gunnar Gundersen testified: 


* * * there is a growing recognition that medicine, with its resources and 
influence fully mobilized, can perhaps do more for world peace than the billions 
of dollars being poured into armaments, 


Dr. Paul Dudley White said: 


Thus, in conclusion, I can testify from my own experience, as well as from that 
of many of my medical colleagues and friends all over the world, that the new 
National Institute for International Medical Research should play a great role in 
our activities the world over Whatever helps physical health is likely to improve 
the mental capacity, morale, and happiness of people everywhere. Of course, the 
spiritual health of individuals and whole communities is of greater importance, 
even, than the physical health. One might say that is not in our field; but one 
of the most challenging and pleasant duties of the true physician is to deal with 
the whole man—body, mind, and soul. Therefore, we may hope that benefit 
will come to all of these human needs through better international understanding 
and. cooperation in the field of medicine. 


Dr. Detlev Bronk observed: 


As the world is shrunk by accelerated travel and communication and torn apart 
by international conflicts, it is of timely importance to further undertakings such 
as this, which demonstrate the possibilities of peoples working together. For the 
last 3 years, as president of the National Academy of Sciences, I have been inti- 
mately associated with the International Geophysical Year. The U.S. effort has 
been carried forward by the National Committee for the International Geophvsical 
Year of the National Academy of Sciences, and supported financially by the Na- 
tional Science Foundation, with thé generous support of Congress. That has been, 
as all peoples now know, a spectacular demonstration of how peoples of all nations 
can work together for their common benefit and for the greater understanding of 
the world on which we live. 


* * * * * * * 


I recognize that even though we have successful common undertakings such as 
this, thev. will not. quickly lead to a Utopia in which international conflicts no 
Jonger exist... But these comman scientific efforts are nevertheless dramatic proof 
that peoples-can gain by peaceful means that which they have vainly sought to 
acquire through wars. I believe, that is a lesson which is being learned and 
recognized by peoples everywhere. 

And so I believe that through such shared common scientific efforts, we are 
going ‘to leave a residue of faith among peoples everywhere that they can, though 
common efforts, acquire that which they all desire, and acquire it by peaceful 
means. 
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Dr. Howard Rusk asserted: 


The International Health and Medical Research Act of 1959 is essentially a 
humanitarian program directed toward a global assault on mankind’s most im- 
portant enemies—disease and disability. ut it has tremendous political impli- 
cations, for its rehabilitation aspects emphasize our belief in the United States of 


America that man’s mission on earth is to heal and not to hurt. to build and not 
to destroy 


Dr. I. S. Ravdin, chairman of the board of regents of the American 
College of Surgeons and vice president of medical development, Uni- 
versity of Pennsylvania, expressed a similar view: 


* * * T venture to state that a national institute for international medical 
research which would ‘“‘mobilize the efforts of medical scientists, research workers, 
technologists, and members of the health professions for an assault upon disease, 
disabilitv, and the impairments of man" would create the circumstances for a 
better international understanding than can be achieved by any other means, 


* ve * * —- * 


This Nation has long realized that a lack of coucern for the problems of the 
health of people leads all too frequently to poverty, to diseases which sap the 
physical and mental vigor of people, and finally to revolt. We who have gained 
so much from the research of our own scientists and those from other countries, 
where good research has i een and is being done, must realize that the more 
quickly we can assist those less fortunate to begin to achieve what we have so 
fortunately achieved the more quickly universal understanding will be won in 
our troubled world. 


John T. Connor, president of Merck & Co., said: 


As vou indicated, | am wholeheartedly in support of the aims and purposes of 
this bill. The International Medical Research Act stirs the imagination with its 
opportunities for a new breakthrough in international relations us well as in 
medical research. It can give a new dimension to foreign affairs and a new 
versatility to U.S. foreign policy. It can excite the universal support and 
enthusiasm for an international program that America has not seen since inaugu- 
ration of the point 4 program of technical assistance. 


Dr. Sidnev Farber observed : 


Mr. Chairman and members of the committee, | regard it as a privilege to 
appear in strong support for Senate Joint Resolution 41, so aptly named the 
Health for Peace Act, which, because of its certain effect upon the progress of 
medical research, will be regarded as one of the great landmarks in the history of 
medicine. 


Indeed. because of the broad conception for which Senator Hill and his fellow 
sponsors are responsible. the impact of this bill will be felt far beyond medical 
research. It will make ‘ts mark on the history of the world. 


Dr. Peter D. Comanduras, secretary general of MEDICO, stated: 

The establishment of the National Institute of International Research would 
demonstrate to the peoples of the world that the United States is vitally interested 
in the disense scourges that are still ravaging three-quarters of the world; that it is 
taking steps to alleviate and eradicate human illnesses and suffering; that it is 
encouraging the brilliant scientific minds all over the world to come to this 
country to study, observe, and find ways and means to attack disease all over the 
world, and that it is asking their cooperation to forge weapons, not against 
humanity but for and in support of the health and welfare of all peoples. 


DISEASE AND DISARILITY ARE INTERNATIONAL PRORLEMS 


Testimony before the committee presented a sobering delineation 
of the grave problems of disease, ill health, disability, and threat of 
premature death which confront the peoples of the world despite the 
progress in the health and medical sciences to date. 
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1. The chronic diseases 


(a) Heart: disease.—Among these problems is degenerative heart 
disease, now the most frequent cause of death in North America, in 
most. of Europe, and among the more prosperous segments of the 
world’s population. ‘The United States, for instance, has one of the 
highest reported cardiovascular mortality rates, 460 per 100,000 of 
popalation.. In-contrast, Ceylon has a rate of about 68 per 100,000 
population. ‘These contrasts in mortality rates provide a basis for 
study of those factors involved in environment, foods, habits, and 
living conditions which may shed light upon the etiology and even- 
tually the prevention of this disease. 

(6) Cancer.—The dreaded disease of cancer is also one of the major 
causes of death in the heavily industrialized countries of the world. 
The highest mortality rate per 100,000 population among developed 
countries is to be found in Scotland, England, and Wales, approxi- 
mating 205 deaths per 100,000 population, and the lowest in such 
countries as Portugal, with a rate of 84 per 200,000 population. The 
United States has a rate of 146. Again in contrast, Ceylon, a nonin- 
dustrial country, has one of the lowest rates in the world, 18 per 
100,000 population. Overall cancer mortality rates have steadily in- 
creased over the past several decades. The committee was interested 
to note the response of Dr. Cornelius P. Rhoads when queried by the 
chairman on this point during the hearings: 

I do not need to tell vou of the importance of the cancer problem 

Because of the increasing average age of the population, the annual death rate 
from cancer and the annual incidence rate are steadily rising, despite the vigorous 
efforts which have heen made. We are not at the moment winning this battle. 

Mr. CuatrMan Doctor, may I interrupt vou there? Do vou think that is 
due to a greater incidence of cancer? Or is it due to better diagnosis? 

Mr. Raoaps. I am sure that it is due to increasing incidence. This roatter has 
been carefully studied by excellent authorities, particularly those of the National 
Cancer Institute, and improvement in diagnosis does not appear to be a major 
factor. 

(c) Neurological disorders.—Of the millions who suffer from various 
neurological disorders, a large percentage have been afllicted since 
birth or early childhood. Such long periods of disability bring with 
them a tremendous drain psychologically and financially on the 
families of these individuals and upon the total economy. Statistics 
for the United States reveal that- 

One-third of the estimated 4% million persons who are mentally 
retarded are children; 

Three percent or 126,000 of the 4,200,000 children born annually 
are mentally retarded ; 

About 5 to 10 percent of the mentally retarded are institu- 
tionalized at a cost of about $50,000 per person; 

There are % to % million persons with cerebral palsy, of which 
% are under the age of 21; 

Kernicterus, which is a form of cerebral palsy, kills, cripples, or 
mentally retards 2,000 newborn babies each year; 

It is estimated that of the several million cerebral palsied per- 
sons of all types, 360,000 require $216 million annually for care. 

The measure of these problems on a worldwide basis is not known 
but it is undoubtedly enormous. 

(d) Rheumatic diseases.—Arthritis, and its related rheumatic 
diseases, is more prevalent among Americans than cancer, heart 
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disease, tuberculosis, and diabetes combined. In the ‘United States 
today, it afflicts more people, cripples and disables more people, and 
brings more pain to more people than any other chronic disease, 
Approximately 30 million people in the United States, counting the 
families of arthritics, are affected by the tremendous medical, social, 
and economic problems presented by the rheumatic diseases, 

Although the chronic arthritic diseases have been studied for many 
years the cause or causes are still unknown. This year marks the 
10th anniversary of the discovery of the effectiveness of cortisone in 
the treatment of the most crippling form of arthritis, rheumatoid 
arthritis. During the past decade extensive medical research effort 
has resulted in new modifications of cortisone which have proved to 
be more potent and more effective for long-term administration. But 
despite this real and gratifying progress in the control of the disease, 
and the intense research effort that has been dir&cted toward basic 
research, there is still little that is known about its fundamental 
cause and nature. Even the control measures leave much to be 
desired. In many cases cortisone and the newer steroids can control 
all the outward signs of the disease, such as inflammation, stiffness, 
and pain, but the disease process itself progresses with continuing and 
irreversible damage to the joints and surrounding tissues. 

There is no doubt that the new drugs are great boons to mankind, 
but the lack of information concerning basic causes constitutes a 
serious handicap to further progress. 

(e) Mental illness.—A wide range of categories contributes to the 
general problem of mental illness including such areas as alcoholism, 
aging, mental retardation, schizophrenia, and drug addiction, all of 
which have multiple ramifications in terms of social and economic 
significance and whose etiology is extremely complex. 

Even though the number of patients in State mental hospitals in 
the United States has decreased slightly in the last 3 years, there are 
still over a half-million patients in these hospitals; the cost of their 
care is in excess of $800 million a year. There were over 138,000 new 
first admissions to hospitals last year. Approximately 379,000 addi- 
tional patients were treated in community clinics. There are an 
unknown number of persons in need of care whose problems have 
not reached a degree of acuteness necessitating family or community 
action. The stigma commonly associated with mental illness is still 
such that many families attempt to keep problems submerged until 
the situation becomes desperate. This results in extreme stress for 
other family members and is a detriment to the speedy recovery of 
the ill person. Thus, where mental illness does exist the toll in human 
misery is great, not only to the patient, but to everyone in his im- 
mediate environment. 

For many if not most of these mental patients the oniy hope of 
recovery and restoration to useful life lies in the possibility of new 
discoveries which remain yet to be made, developed, and tested by the 
research scientists of the world. 

(f) Nutrition—Health problems associated with nutrition exist 
throughout the world. For the United States, and other more pros- 
perous nations, overnutrition and malnutrition emerge as significant 
threats to health and have become important elements in the problems 
of coronary heart disease and strokes. There remains an enormous 
amount of knowledge needed to understand the relationship of food 
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to health and disability. Worldwide variations in these relationships 


studied purposefully could clearly contribute much needed infor- 
mation. 


2. Disability and rehabilitation 


The economic loss, to say nothing of the distress and despair, which 
is the result of disability and incapacitation resulting from disease, 
ill health, and accidents in terms of its worldwide dimensions is enor- 
mous. It is estimated that 7 to 8 percent of the world’s population 
have some handicap—approximately 215 million people. 


On this problem, Dr. Howard Rusk had this to say in his testimony 
before the committee: 


Irrespective of national barriers, race, language, dogma, or culture, physical 
disability creates the same economic, social, and personal burdens everywhere in 
the world. Rehabilitation services to help the handicapped to help themselves 
is one of America’s most potent instruments for making friends. Our present 
need for enduring friendships with other countries has never been so great. 


Rehabilitation offers a unique opportunity for increasing understanding between 
peoples. 


With a relatively small investment in research in rehabilitation, a tremendous 
impact on the individual lives of human beings throughout the world can be made. 
Among the crippled, paralyzed, palsied, blind, deaf, mute, arthritic, rheumatic, 
tuberculous, cardiac, and malformed are members of the great majority of every 
family in the world. 

Miss Mary E. Switzer, Director of the Office of Vocational Rehabili- 
tation in the Department of Health, Education, and Welfare, set forth 
in a prepared statement for the committee a comprehensive account 
of the problems in the field of rehabilitation and the importance of 
intensive research in this area which has been so long neglected. Her 
testimony clearly portrayed the great contributions that other nations 
have made and can make to the advancement of knowledge in this 
area to the benefit of our own people as well as of disabled peoples in 
other countries. 

The joint resolution makes provision for research, research planning, 
and research training in rehabilitation of the physically and mentally 
handicapped. Expert testimony before the committee has emphasized 
the tremendous opportunities which this joint resolution would create 
for so advancing knowledge in rehabilitation that handicapped men 
and women of many nations may well overcome their impairments 
and be restored to active and useful lives. This is a natural and basic 
corollary to the total research effort of the joint resolution, aimed at 
producing new knowledge to improve the health and well-being of 
the peoples of the world. 


3. The infectious diseases 


In vast areas of the world the struggle against infectious diseases, 
which the more developed areas have considered largely overcome, 
continues with great intensity but with grave handicaps in terms of 
the lack of basic knowledge and understanding of disease processes 
and effective therapeutic and preventive measures. 

The present-day dimensions of the problem of infectious disease are 
illustrated by the following selected examples of infectious diseases 
affecting significant numbers of the world’s population: 

(a) Filariasis.—More than 250 million natin; a number half again 
as large as the population of the United States, are estimated to be 
afflicted with this parasitic worm infection of the lymph glands which 
causes tremendous swelling of the limbs. The result of this process is 
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great disfiguration, partial or complete incapacitation, and consequent 
serious physical and psychological distress 

(6) Schistosomiasis.—This debilitating parasitic disease caused by 
several species of small worms called blood flukes is believed to affect 
150 million persons in the tropical and subtropical parts of the world. 
Heavy infection results in emaciation, weakness, increased suscepti- 
bility to other infections, and even death. Present treatment is diffi- 
cult and not too effective. Greater research effort in both therapeutic 
and control measures is needed. 

(c) Hansen’s disease.—This disease, once called leprosy, is of little 
significance in the United States but still remains an important health 
problem in many undeveloped areas of the world. Estimates of the 
total number of cases in the world range from 2 to 12 million but 
many of the main factors affecting the distributfon of this disease 
remain unknown. There is no certain knowledge of the manner in 
which it is transmitted and research has been hampered by inability 
to induce the disease in laboratory animals for study. 

(d) Yaws.—An estimated 50 million cases of vaws are believed to 
exist in the world today. The disease is highly disfiguring, and 
decreases potentiality for productive work. It begins to take its toll 
in early childhood and is found primarily in the underdeveloped 
countries. 

(e) Trachoma.—Trachoma and infectious conjunctivitis, communi- 
cable diseases causing blindness and disabling eye lesions, are estimated 
to affect more than 400 million people, over one-seventh of the total 
world population. Approximately 10 million of these will become 
blind. In some sections of north Africa the entire adult population 
suffers from the disease and the rates among preschool children range 
from 75 to 100 percent. 

(f) Tuberculosis —Tuberculosis is a disease of truly worldwide pro- 
portions occurring in both temperate and tropical countries and for 
centuries one of the chief causes of death in practically all areas of the 
globe. Although great progress has been made in the control of 
tuberculosis, the mortality rates from tuberculosis are still extremely 
high in many countries and little accurate information about the 
prevalence of the disease is available on a worldwide basis. Recent 
surveys incident to BCG immunization show the prevalence of pre- 
vious tuberculosis exposure for age group 15 to reach 77 percent in 
Bombay, India, 72 percent in Tangier, 59 percent in Yugoslavia, 52 


percent in Egy t, 49 percent in ‘Ecuador, against 9 percent in a 
section of New York City. 


4. The emergence of the viruses 


Acute respiratory diseases of virus origin are the most prevalent 
illnesses in the United States, outnumbering the next closest contender 
by five times. Although there is no data upon which accurate observa- 
tion can be made, it is probable that this relationship is not greatly 
different in the rest of the world. 

Nobel Prize recipient, virologist Dr. Wendell Stanley of the 
University of California, has theorized that viruses may— 
hold the key to the secret of the nature of life, to the solution of the cancer problem, 
to biological evolution, to the understanding and control of heredity, perhaps to 
the nature of all future life on this earth. 

Scientists state that within the next few years we may have definitely 
classified at least 100 new viruses of man unrecognized before 1947. 
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The most dramatic recent illustration of the explosive emergence 
of a new virus and the worldwide problems it presented was the Asian 
influenza epidemic of 1957-58, Originating in China and emerging 
upon the world through Hong Kong, this new strain of virus influenza 
spread rapidly throughout the wor d, causing much illness and many 
deaths. A number of such new and baffling viruses seem to be 
appearing in a variety of forms. How such new strains originate and 
what determines their virulence is as yet unknown 

Present-day scientific knowledge of viruses, however, may open the 
way to a significant advance in dealing with cancer, Through 50 
years of slow, painstaking work by many scientists throughout the 
world there has developed evidence that viruses are involved in the 
initiation and development of some malignant tumors and in some 
instances may cause such tumors. This development has opened new 
vistas of cancer research including the prospect of successful im- 
munological approach to the prevention.of cancer. Much additional 
basic work in this area must be done. The difficulties are formidable. 


However, the prospect for productive collaborative work on a world- 
wide basis is promising. 


5. The problem of resistance 


The great advances in medicine and public health practice made 
possible through research have unfortunately created new problems 
which threaten to nullify some of the most useful developments. 
Their solution demands further research effort. 

Among the most formidable of these manmade problems are (1) the 
development of resistance by insects to the insecticides which have 
made possible such enormous strides in the control of insect-borne 
diseases such as malaria, and (2) the emergence of antibiotic resistant 
strains of bacteria which present grave problems for hospitals. 

Although antibiotic therapy has had a revolutionary impact on the 
practice of medicine, the recent emergence of staphylococcal strains 
marked by their communicability and virulence and by high resistance 
to the antibiotics has brought about a situation which many hospitals 
now recognize as the most immediately urgent of all problems in the 
field of infectious disease. In this country alone the number of deaths 
from staphylococcal septicemia has increased almost 200 percent 
since 1949. 

Despite the fact that staphylococcal infection has been a common 
hazard of hospital confinement throughout the centuries, very little is 
known of the fundamental mechanisms involved in its relationship to 
men. With the discovery of the sulfonamides and antibiotics, funda- 
mental researc th on the staphylococ ci was dropped entirely. As a re- 
sult of the “everyday miracles” following the use of these drugs, 
further investigation seemed unnecessary. Unfortunately, the prob- 
lem was far from solved, and, in fact, the most recent evidence has 
demonstrated unequiv ocally that the emergence of these troublesome 
strains of siaphylococci actually parallels the introduction and wide- 
spread use of the antibiotics in specific localities throughout the w orld. 
At the present time, the most discouraging aspect of the problem is 
the overwhelming evidence that the staphylococci have the faculty 
for becoming resistant to ev ery antibiotic originally effective against 
them. Only through continuing intensive research will it be possible 
to overcome this setback. 
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The early successes with DDT and other new insecticides after 
World War II led to the hope that the last form of the insect vectors 
of disease might be eradicated. However; in recent years it has be- 
come apparent that a number of insects of public health importance 
were becoming resistant to DDT and to one or another of the other 
insecticides. This has had a definite impact on the progress of dis- 
ease control operations. In some 17 different countries species of 
Anopheles mosquitoes have been confirmed as physiologically resistant 
to insecticides. This problem demanded new and intensive research 
work in the nature of the resistance process. This: work has led to 
studies of insect genetics which in their turn have shed light on broader 
questions relating to the transmission of genetic information in bio- 


logical systems. Greater research effort must be undertaken to solve 
this mounting problem. - 


6. The growing threat of the environment 


Health problems associated with man’s environment are of growing 
significance and urgency. These problems can be viewed as falling into 
two broad groups: those associated with natural geographical, climato- 
logical, and geophysical phenomena and those arising from the social, 
economic, and cultural development and practices of mankind. 

Problems associated with life in Arctic areas, in arid lands, in tropical 
and subtropical conditions are examples of the former. Another is the 
influence of such factors as natural background radioactivity upon 
human development and disease. This latter has become of special 
importance with the release of findings from recent studies pointing 
to a probable relationship between congential malformations and the 
incidence of cancer to such radioactivity. Geographical variations 
in naturally occurring disease can also present intriguing and infor- 
mative insights into the etiology and epidemiology of diseases which 
emphasize the value of greater effort in this area of i inquiry. 

This new and important area of health problems was pointed out to 
the committee in the testimony ef Dr. Detlev Bronk, in which he said: 

The whole relationship of man to his environment is a field which is only now 
beginning to be explored; it must be explored on a worldwide basis. The inter- 
national study of the oceans, the poles, the atmosphere, and space all relate to 
the health and welfare of mankind. As a result of those studies we are going 
to have new possibilities for relating men and women and children better to their 
natural environments and the environments created through our own construction. 


All these efforts are efforts which are of necessity the common efforts of all 
peoples because all nations are inhabited by men such as you and I. 


Another aspect of this problem was noted by John T. Connor in 
his testimony: 


The productivity of peoples debilitated and weakened by disease, disability 
and malnutrition is a fraction of the productivity of American workers. India 
loses a billion man-days of work each year from tuberculosis alone. Malaria 
costs additional millions of man-days in India, in Thailand, in the Philippines, 
in the Latin American countries. Other diseases take their toll. 

The developing nations lie largely in the ‘‘disease belt” that girdles the earth 
and creates a reservoir of disease that in these modern times lies perilously close 
to our own shores and our own homes. This disease belt is dangerous to the 
United States. We have lost much of the natural immunity to disease common 
to people who have survived to maturity in less protected environments. 
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SECTION-BY-SECTION ANALYSIS 


Section 1 provides that this joint resolution may be cited as the 
“International Health and Medical Research Act of 1959.” 

Section 2 establishes that the purpose of this joint resolution is to 
advance the status of the health sciences, the health standards of the 
American pedple and peoples of other countries, through cooperative 
endeavors with scientists, research workers, technicians, experts, and 
teachers of other countries, ia health research, research planning, and 
research training; and to that end to help mobilize the health sciences 
of the United States as a force for peace, progress, and good will 
throughout the world. 

The committee feels that this language makes it abundantly clear 
that this joint resolution is intended to provide for a furtherance of 
scientist-to-scientist relationships on an international basis, in the 
interest of medical and health research, from whose achievements can 
flow good will and understanding among the peoples of the world. 
This joint resolution is based upon the objective considerations of 
science, the solution of health problems, and the strengthening of the 
world’s resources in medical and health research. 

Section 3 provides for the establishment of a National Institute for 
International Health and Medical Research within the National 
Institutes of Health of the U.S. Public Health Service. 

This Institute will constitute the principal organizational unit for 
carrying out the activities authorized in this joint resolution. The 
question of the best organizational location for the National Institute 
of International Health and Medical Research is a matter which arose 
both in the public testimony on Senate Joint Resolution 41 and in the 
discussions in the executive sessions of the committee. 

The committee has carefully considered this matter, which it 
believes to be crucial. The committee has concluded that only 
through the establishment of a National Institute for International 
Health and Medical Research, as a part of the National Institutes of 
Health and of the Public Health Service, can the purposes and objec- 
tives of this resolution be effectively accomplished. 

The committee believes that the programs and activities under 
Senate Joint Resolution 41 should not become obscured and confused 
with international policies. The major considerations with which the 
administration of activities and programs under this joint resolution 
shall be concerned are those relating to the furtherance of health re- 
search, carried out on a scientist-to-scientist basis and not as a matter 
of government-to-zovernment negotiation. 

o insure that the research and research training programs author- 
ized by this joint resolution are developed and administered in a man- 
ner and with the knowledge and skill necessary for such purposes, it is 
believed essential that the responsibility for these programs be placed 
in an organization whose sole purposes and operation are concerned 
with the conduct and support of health research and research train- 
ing. In the Federal Government the National Institutes of Health of 
the Public Health Service have achieved a superb record in bringing 
about a productive relationship between the Federal Government and 
the scientific community of this and other nations. The many tech- 
nical study groups and advisory councils through which the National 
Institutes of Health work give assurance that the programs of this 
organization will be appraised and carried out with scientific merit 
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and potential being the sole determinants of action. This principle 
of operation has received the complete support of scientists, educa- 
tional institutions, and workers in the health and medical research 
field throughout the Nation. Indeed, this recognition has extended 
throughout the world. The programs and activities which would be 
authorized under Senate Joint Resolution 41, to be successful, must 
be carried out in a similar manner and in the same atmosphere as the 
other programs of the National Institutes of Health which support 
research and research training. 

Another major factor influencing the committee’s viewpoint on this 
question is the importance of having the activities authorized under 
this joint resolution carried out in close cooperation and coordination 
with the categorical programs of the other Institutes of the National 
Institutes of Health. Many of these programs involve the support of 
research in foreign educational institutions and Faboratories. Re- 
search that will be supported through the National Institute of 
International Health and Medical Research, on the other hand, will 
not be limited by categorical program objectives or considerations. 
This research will involve areas and fields basic to the understanding 
of disease and life processes as well as major health problems not 
within the purview of the existing categorical programs. It will be 
necessary to assure close relationships between the categorical pro- 
grams and this new international research program in order that the 
greatest utilization can be derived from findings in the general area 
and also that there is no unnecessary duplication among the several 
Institutes in international operations. 

The National Institutes of Health contain a great range of scientific 
and administrative skills with a considerable background in the 
direction and conduct of successful research programs in complex and 
difficult scientific areas and involving sensitive relationships with 
public and private groups, universities, and scientific organizations. 
This has also involved working on the international scene with inves- 
tigators in foreign countries, international scientific organizations and 
groups, and the World Health Organization. As a result the National 
Institutes of Health possess a great amount of experience and knowl- 
edge in matters relating to the international support and conduct of 
medical and biological research. 

It is essential that the National Institute of International Health 
and Medical Research be in a position to draw upon this vast resource 
of experience and skill. Furthermore, the National Institutes of 
Health possesses within its Division of Research Grants a framework 
and a body of processes and procedures which have proved to be 
most effective in the receipt, technical review, awarding, and payment 
of research grants and other awards involved in the support of re- 
search. It is expected that the resources of this organization will 
serve the proposed new Institute. 

In testimony before the committee, eminent witnesses supported 
the point of view which the committee has taken in respect to the 
location of the Institute. 

Dr. I. S. Radvin had this to say on this question: 

It is my personal opinion that such an Institute should be set up within the 
present framework of the National Institutes of Health; and that it function as 
do the existing Institutes in regard to funding, the awarding of research grants, 
training and research fellowships, and contracts. This could be done while at 
the same time providing for supervision and direction by the Secretary of Health, 
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Education, and Welfare and the safeguards necessary for the program to be in 
harmony ’with the foreign policy of this country. he aspects of the overall 
roblem which concern the Office of Vocational Rehabilitation and the Children’s 
ureau could be protected by representation on the Advisory Council as is now 
done for the Army, Navy, Air Force, and Veterans’ Administration. 


Dr. Sidney Farber urged the same action: 


If set up within the framework of the National Institutes of Health, with its 
rich tradition of devoted public service, admirable standards of research adminis- 
tration, and many years of successful conduct of the world’s largest medical 
research endeavors, the proposed new Institute of International Medical Research 
should make a maximal contribution with the funds available. This would be 
possible because unnecessary duplication of effort could be avoided by utilizing 
the staffs, the administrative machinery, and the invaluable experience of the 
existing Institutes of Health. 

Section 4 provides that the provisions of this joint resolution shall be 
carried out, subject to the supervision and direction of the Secretary of 
Health, Education, and Welfare, by the Surgeon General of the Public 
Health Service. He shall administer these activities through the 
National Institute of International Health and Medical Research and 
with the advice and consultation of the National Advisory Council for 
International Health and Medical Research. The Surgeon General 
is authorized to utilize other units of the Public Health Service and 
with the approval of the Secretary, the Office of Vocational Rehabili- 
tation, the Children’s Bureau, and other agencies and offices in the 
Department of Health, Education, and Welfare. 

The committee expects that proper and effective use will be made of 
the resources and skills of the Public Health Service, the Office of 
Vocational Rehabilitation, the Children’s Bureau, and other agencies 
and offices of the Department which can contribute to the carrying out 
of international health research programs. The Secretary and the 
Surgeon General will provide for effective coordination in this respect. 

The committee has noted the extensive experience gained by the 
Office of Vocational Rehabilitation in conducting research programs 
and expects that the Surgeon General and the Secretary will exercise 
the authority vested in them in this joint resolution to make full use 
of this experience in planning and conducting the rehabilitation re- 
search and research-related provisions of the joint resolution. 

Section 6 provides for the establishment of the National Advisory 
Council for International Health and Medical Research, to be ap- 
pointed by the Secretary. The Council will be under the chairman- 
ship of the Surgeon General and will be comprised of an official from 
the Office of Vocational Rehabilitation, an official from the Children’s 
Bureau, who shall be ex officio members, and 16 members appointed 
by the Secretary, 12 on nomination by the Surgeon General, 2 nomi- 
nated by the Director of the Office of Vocational Rehabilitation, and 
2 nominated by the Chief of the Children’s Bureau. These individuals 
shall be selected from leaders in fields related to health research and 
research training and public and international affairs. 

Specific authority is provided for the Council to advise and consult 
with the Secretary and the Surgeon General and to make recommenda- 
tions on matters relating to carrying out the purposes and objectives 
of Senate Joint Resolution 41, and to review applications for financial 
grants and recommend to the Surgeon General its approval of those 
which the Council believes will contribute to carrying out the purposes 
of the joint resolution. 
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The joint resolution provides that no financial grant made under 
its terms shall be approved by the Surgeon General except after review 
and recommendation for approval by the Council. 

Subsection (e) of this section directs the Secretary to arrange for 
representatives of Federal departments or agencies engaged in the 
support or conduct of research in sciences related to health to meet 
with the Surgeon General and, when appropriate, with the Council 
to discuss programs and problems of common interest. By this means 
the joint resolution makes provision for interagency consultation and 
coordination with programs of other Federal agencies involving the 
support or conduct of research on an international basis. 

Section 6(a) provides the basic authority to be utilized by the 
Surgeon Oenerel in carrying out the purposes, programs, and activities 
authorized under this joint resolution. This authority is for the most 
part identical with presently existing authority possessed by the 
Surgeon General in respect to the support and conduct of research in 
the United States under which the several programs of the National 
Institutes of Health are now being conducted. 

Under this subsection, the Surgeon General is authorized to 
encourage, support, promote the coordination of and otherwise 
cooperate and assist in the training for, and the planning and conduct 
of, research investigations, studies, and experiments in physical and 
mental diseases and impairments of man, or relating to the rehabilita- 
tion of the physically and mentally handicapped. 

The subsection provides that the Surgeon General may carry out 
these activities in foreign countries and in the United States 

The research investigations, experiments, and studies authorized 
under this joint resolution are intended to provide for epidemiological 
and statistical studies and all activities directed toward the develop- 
ment and use of scientific knowledge in the following areas: 

(1) The causes, diagnosis, treatment, control, prevention of, and 
rehabilitation relating to, the physical and mental diseases and other 
killing and crippling impairments of mankind. 

(2) The origin, nature, and solution of health problems not iden- 
tifiable in terms of disease entities. 

(3) Broad fields of science important to or underlying disease and 
health problems. 

(4) Research in nutritional problems impairing, contributing to, or 
otherwise affecting optimum health. 

In connection with the conduct and support of research, research 
planning, and research training in these areas the Surgeon General is 
authorized— 

(1) To make financial grants to or to contract with public or private 
institutions or agencies and individuals. 

(2) To make grants or loans of equipment, including prosthetic 
devices, or other substances or materials. 

(8) To furnish technical assistance to institutions or agencies and 
to provide for the interchange of scientists and experts between the 
United States and other countries and among foreign countries. 

(4) To establish and maintain research fellowships in the United 
States and in foreign countries. 

(5) To provide for the improvement and alteration of facilities 
including erection of temporarv facilities when necessary to carry out 
any resesrch and research training projects authorized by this joint 
resolution. 
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(6) To encourage and support international communication in the 
sciences relating to health through conduct or support of international 
scientific meetings and conferences, translation services, issuance or 
financing of publications, and such other means necessary to secure 
more effective dissemination of relevant scientific information. 

(7) To cooperate and assist in research, research planning, and 
research training programs and projects developed or conducted by 
international organizations or groups concerned with research, research 
planning, or research training endeavors in the health sciences, and 
through financial grants and other appropriate means assist in the 
special research, research planning, and research training projects 
carried out by or under the auspices of such international organiza- 
tions or groups when by this process the activities contemplated in 
this joint resolution can be effectively provided for. 

In this respect the committee wishes to emphasize that funds 
appropriated under the terms of this joint resolution shall not be 
employed to provide for the direct sustaining operations of the World 
Health Organization or any other international organization comprised 
of representatives of national governments. The committee, how- 
ever, feels it important that the Surgeon General be authorized to 
participate in, assist, and support through financial grants or other 
means those special health research activities of such organizations 
that without such support would either not be undertaken at all or 
would fall short of achieving optimum objectives without such support 
or assistance. The committee expects that the support of the direct 
sustaining functions of such organizations as the World Health Organ- 
ization, of which the United States is a member, will be provided 
through State Department or other appropriate channels. 

Section 6(a)(5) provides that, where appropriate, the Surgeon Gen- 
eral will cooperate with international organizations such as the World 
Health Organization, the Pan American Health Organization, the 
United Nations Children’s Fund, or the Food and Agriculture Organ- 
ization, and nongovernmental international organizations or groups 
such as the World Medical Association, the World Rehabilitation 
Fund, MEDICO, the International Society of Cardiology, or the 
International Association for Dental Research. 

During the course of the hearings there was some concern expressed 
that the authorities conveyed by Senate Joint Resolution 41 could be 
employed to embark upon an extensive drug development program 
through contracts with foreign pharmaceutical firms to the detriment 
of the interests and capabilities of the pharmaceutical industry of the 
United States. The view was therefore expressed that such author- 
ities should be amended to prohibit the making of contracts and 
grants to foreign pharmaceutical firms for product development. 

The committee has considered this problem and concluded that, 
although the wording of Senate Joint Resolution 41 does not specifi- 
cally prohibit such a development, it appears quite unlikely that such 
an eventuality would arise. The administration of this program 
through its annual budget appropriation review process would be 
subject to careful scrutiny by administrative officials and congres- 
sional committees. Thus, it is unlikely that a venture of suMcient 
magnitude and significance to adversely affect the interests of the 
pharmaceutical industry of the United States would be considered or 
undertaken. On the other hand, research on diseases or health prob- 
lems of limited geygraphical prevalence but of great local importance 
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may require exploration of suitable therapeutics. Because such de- 
velopment work would be of very restricted usefulness and of such 
minor importance it may not attract the interests of U.S. pharma- 
ceutical firms. In such instances it would be of great importance to 
be able to utilize competent foreign organizations to carry out the 
necessary studies. 

In the opinion of the committee it would be unwise to introduce 
into this joint resolution language that would completely prevent 
such arrangements. However, it is the view of the committee that 
drug development through foreign firms should not be an area of 
emphasis in the conduct of programs under this joint resolution unless 
urgent circumstances of the nature cited above require such action. 
Because of the fact that any such proposal for drug development 
through foreign firms under this program would be subject to prior 
review by the Advisory Council and again by tlfe Surgeon General 
himself, the committee is confident that there is no danger of any 
program being undertaken which would have adverse effects upon the 
American pharmaceutical industry. 

Section 6(a)(8) provides for the making of grants, loans, or econ- 
tracts for the improvement or alteration of facilities including the 
erection of temporary facilities for research and research training in 
those instances where such action is essential to the accomplishment 
of the purposes and objectives of the joint resolution with respect 
to any project. The committee is aware that there may be instances 
where it would not be possible to undertake important and necessary 
research or research training projects without securing space for 
laboratory and training activities. This will be particularly true in 
the underdeveloped countries of the world where it is expected that 
many research programs may be undertaken or supported. Such 
authority will be employed only as a necessary supplement to the 
conduct of specific research and research training projects. This 
language is not intended to authorize any large-scale “brick and 
mortar’ program. 

Section 6(b) authorizes the Surgeon General to employ experts and 
consultants or organizations thereof and to provide for their com- 
pensation and allowances. He is also authorized to employ and to 
make payments of compensation and allowances to aliens, notwith- 
standing any prohibition in any other law, to the extent he deems 
necessary to carry out the provisions of this joint resolution. Because 
operations under this joint resolution may involve the conduct of activ- 
ities in foreign lands, or the technical advice, consultation, or services 
of individuals not citizens of the United States, this provision has been 
made to provide requisite authority for this purpose. The committee 
expects this authority will be used only in those instances where it is 
clearly required for the purposes of this joint resolution. 

Section 6(c) provides authority for the Secretary to establish and 
fix the compensation for 10 scientific, professional, or administra- 
tive positions in the Department to which appointments can be 
made in the same manner and subject to the same limitations as in 
the case of the positions authorized under section 208(g) of the Public 
Health Service Act. 

Section 6(d) permits the Surgeon General to establish offices in 
foreign countries to the extent necessary for carrying out the purposes 
of this joint resolution and authorizes appropriate administrative and 
operating expenses for such offices. 
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Section 7 directs the Secretary to employ his authority under this 
joint resolution to assure— 

(a) That in the administration of these programs there is 
effective and optimum use of all facilities and services of the 
Department; 

(6) That there is effective coordination and consultation 
between the Public Health Service and other agencies and offices 
of the Department; 

(c) That appropriate weight and recognition in the use of 
available appropriations is given to research and research trainin 
needs in the fields of rehabilitation and maternal and chil 
health; and 

(d) That all activities under this joint resolution are admin- 
istered consistent with the foreign policy of the United States, 
as determined by the President and the Secretary of State. 

Section 8 authorizes an appropriation of $50 million annually to be 
made to the Surgeon General to carry out the provisions of this joint 
resolution. Each annual appropriation will remain available for 
obligation for a period of 2 fiscal years, including the year in which 
appropriated. Authority is also provided for the Secretary to 
transfer from appropriations made under this resolution such amounts 
as he deems necessary to provide for expenses of other agencies and 
offices of the Department to the extent that they may be utilized in 
carrying out this joint resolution. 

The committee realizes that during the development phases of the 
programs authorized under this joint resolution the sums which can 
be advantageously used may be somewhat less than the $50 million 
authorized by this section. However, the committee believes that 
as the programs develop the amount authorized is the minimum which 
should be authorized and that this amount can be advantageously 
spent in carrying out the purposes of this joint resolution. 

Section 9 authorizes the Surgeon General, with the approval of the 
Secretary, to issue regulations and to delegate his powers and author- 
ities under this joint resolution. 

Section 10 provides that the activities carried out under this joint 
resolution are to be of a research nature. The support of public health 
medical care and other programs or direct public health administration 
is specifically excluded from the terms of this joint resolution. 

Section 11 provides that the terms of this joint resolution shall not 
be construed to diminish existing authorities now vested in the Sec- 
retary, the Surgeon General, or elsewhere in the Government of the 
United States. 

Section 12 provides for the submission by the Surgeon General to 
the Congress of a report covering the activities under this resolution 
at the beginning of each regular session of the Congress. The Surgeon 
General is required to include in the report a statement indicating the 


recommendations made by the Council und the disposition of such 
recommendations. 
O 
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AMENDING THE ACT OF AUGUST 5, 1954 


May 11, 1959.—Ordered to be printed 


- 


Mr. Murray, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


(To accompany 8. 56] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 56) to amend the act of August 5, 1954 (68 Stat. 674), and 
for other purposes, having considered the same, unanimously report 
favorably thereon and recommend that the bill do pass. 


EXPLANATION 


Except for the deletion of a reference to “the government of the 
Territory of Alaska,” this bill is identical to S. 3694 of the 85th Con- 
gress, which passed the Senate without opposition on July 24, 1958. 

The bill would amend the act of August 5, 1954 (68 Stat. 674), which 
transferred to the Public Health Service, effective July 1, 1955, all 
functions, responsibilities, authorities, and duties of the Department 
of the Interior relating to the maintenance and operation of hospital 
and health facilities for Indians and the conservation of the health of 
Indians. 

Prior to the transfer statute these powers had been exercised in 
the context of the broad authority vested in the Interior Department 
for the conduct of federally supported programs for Indians, including 
the management of Indian lands. This separate transfer of the powers 
related to the conservation of Indian health and the maintenance of 
health facilities for Indians left uncertain the extent of the transfer 
of some other powers—powers not always directly related to health, 
but which had sometimes been exercised by the Interior Department 
in support of health programs and objectives. The provision of 
sewage disposal, water supply, and other sanitation facilities, and the 
acquisition of Indian or other lands for the purpose are in this area 
of uncertainty. In addition, there appear to be gaps in these powers— 
even as formerly exercised by the Department of the Interior—which 
leave in doubt the authority to undertake such projects under coopora- 
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tive arrangements which contemplate the acceptance of contributions 
and the eventual transfer of completed facilities and appurtenances 
to the Indians or to local or State agencies. 

The health problems of the Indians (including Aleuts and Eskimos 
in Alaska) arise basically from two factors—the low economic level of 
Indians and the poor environment in which they generally live. En- 
vironmental problems are extremely serious because they account for 
a large proportion of the preventable illness and premature death 
suffered by Indians. We already know how these problems can be 
attacked. 

Sanitation for the Indian population has been neglected for so long 
that the sanitary conditions under which thousands of Indians live 
are nothing short of primitive. No other group of persons in the 
United States lives under comparable conditions. The Indian popu- 
lation is, in fact, about half a century in arrears with respect to the 
application of sanitary science to disease prevention. 

Dysentery, diarrhea, and other enteric diseases account for a high 
proportion of all illness and hospital admissions for Indians and Alaska 
natives. The incidence of certain gastrointestinal diseases among 
Indians is eight times that of the general population. In consequence, 
the Indians are retarded in their progress toward health and economic 
levels equal to those enjoyed by other citizens while the Federal 
Government must bear the cost of meeting excessive medical care 
requirements. 

The enteric disease problem among Indians stems directly from the 
insanitary environment in which they have been usually forced to 
live. Inadequate disposal of human, animal, and other wastes results 
in the spread of filth-borne disease by flies, food, and contaminated 
water. The scarcity of water itself contributes to the spread of 
disease through preventing adoption of minimum personal hygiene 
practices. Domestic water supply sources are usually streams, irri- 
gation ditches, stock watering ponds, springs, or poorly constructed 
dug wells. Such sources are frequently highly polluted by human 
or animal wastes. 

Sanitation improvements at reservation areas depend first upon 
acceptance by the Indians of modern concepts of the interrelationship 
between disease and insanitary living conditions and second upon 
provision and use of basic sanitary facilities—safe water supplies, 
safe sewage disposal, and refuse-disposal facilities adequate for insect 
and rodent control. The first element is now being approached 
through the medium of health education and the promotional efforts 
of native sanitarian aids. The second element must also be achieved 
if the Indian environment is to be raised to a state comparable with 
standards of the present century. Few families and few communities 
are able to utilize their new understanding and to provide essential 
sanitary facilities from their own resources. The majority of Indian 
families and communities, because of the prevalent low economy of 
reservation areas, are unable to afford the basic sanitary necessities. 

Enactment of the bill would provide an improved legislative base 
for the correction of gross deficiencies in basic sanitary facilities. It 
would permit the making of arrangements for participation in the 
projects by Indian groups, ~ and by local authorities and by other public 
or nonprofit agencies and organizations, both in construction costs 
and in maintenance and operating responsibilities after completion. 
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It would authorize acquisition of the necessary interests in lands 
(including acquisition through transfer from the Department of the 
Interior) the acceptance of contributions, and the ultimate transfer 
of the completed facilities upon appropriate terms and conditions to 
local or State authorities, or to the Indians themselves. Where 
sanitation can be materially improved there should result a marked 
improvement in health which would subsequently lower the need for 
hospital care and reduce the amount of disabling illness among 
Indians. 

Enactment of the bill would also provide an improved legislative 
base for the preventive measures necessary to an effective attack upon 
the serious environmental health problems ‘of many Indian groups 
and communities. It would clarify the functions and authorities of 
the Public Health Service under this act with respect to the provision 
of sanitation facilities and services, and would neither restrict nor 
enlarge the Surgeon General’s existing responsibilities for determining 
the Indians to whom health and medical services are to be provided. 

A statement submitted by the Department of Health, Education, 
and Welfare to the House Committee on Interstate and Foreign Com- 
merce (H. Rept. 554, 85th Cong.) in connection with the consideration 
of Public Law 85-137, which authorized the provision of sewer and 
waterlines for the Elko Indian Colony of Nevada, explains why such 
clarifying legislation is considered necessary. This statement is, in 
part, as follows: 


Public Law 568, 83d Congress, transferred to the Surgeon 
General of the Public Health Service, effective July 1, 1955, 
all functions, responsibilities, authorities, and duties of the 
Department of the Interior, the Bureau of Indian Affairs, 
Secretary of the Interior, and the Commissioner of Indian 
Affairs relating to the maintenance and operation of hospital 
and health facilities for Indians and the conservation of the 
health of Indians. 

The fragmentation of the broad authority vested in the 
Department of the Interior for the conduct of federally sup- 
ported programs for Indians left some doubt whether author- 
ities of the Secretary of the Interior, which, although not 
directly related to health, were sometimes exercised in whole 
or in part in support of the health program while it was in 
the Department of the Interior, were also transferred. The 
authority to construct sewage and water supply facilities for 
Indians is in this area of doubt. 

Although advice on the construction of such facilities and 
their regulation after construction, is commonly a function 
of health departments, the construction of such facilities is 
not generally recognized as a distinctively health function. 
In title 25, United States Code, section 13, the basic statute 
governing the purposes for which appropriations for the 
assistance of Indians could be expended, the improvement 
of irrigation systems and development of water supplies 
appears as an item distinct from the function, now trans- 
ferred, of conservation of health. And, in the transfer of 
physical facilities from Interior to the Public Health Service 
under Public Law 568, no sewage or water supply facilities 
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other than those pertinent to Federal hospitals or medical 
facilities were included. 

The authority of the Service to construct sanitation and 
water-supply facilities would be particularly doubtful because 
such facilities, unlike hospitals and other medical facilities, 
would be on lands not under the jurisdiction of the Public 
Health Service. The Surgeon General did not, of course, 
succeed to the authorities of the Secretary of the Interior 
with respect to lands not transferred to the Public Health 
Service. 

Furthermore, it is not considered that there has been trans- 
ferred to the Service any part of the authority of the Depart- 
ment of the Interior under title 25, United States Code, 
section 465, to acquire land, within or without reservations, 
“for the purpose of providing land for Indians,” or its au- 
thority to improve or otherwise administer such land. Use 
of land under the jurisdiction of Interior, as well as use of 
non-Federal land, will be necessary to effectuate the objec- 
tives of H.R. 5953. 

Even if all doubts were resolved in favor of the transfer to 
the Public Health Service of the total powers formerly 
exercised by the Department of the Interior with respect to 
the construction of sanitation facilities, there would still be an 
inadequate statutory basis for the cooperative features of the 
instant legislative proposal which lay beyond the powers of 
the Department of the Interior. Thus, the Department of 
the Interior apparently lacked authority to transfer sanita- 
tion facilities, once constructed, to State or local authorities, as 
contemplated by the present bill; hence, such authority must 
be suppled by new legislation. As recently as 1956 (subse- 
quent to the effective date of Public Law 568), the Depart- 
ment of the Interior secured specific authority for the trans- 
fer of federally owned buildings, improvements, or facilities 
to Indian tribes (Public Law 991, 84th Cong., 2d sess.). 

Also, while the authority of the Secretary of the Interior to 
accept contributions of funds or other property “for the 
benefit of Indian schools, hospitals, or other institutions con- 
ducted for the benefit of Indians, or for the advancement of 
the Indian race’ and to apply such contributions for the 
benefit of “‘such school, hospital, or other institution or for 
the benefit of individual Indians,” under title 25, United 
States Code, section 451, may reasonably be considered as 
having been transferred to the Surgeon General with respect 
to health purposes, a clearer basis for the acceptance of 
contributions of money, materials, and services for the 
construction, operation, and maintenance of sanitation 
facilities is, in our view, highly desirable. 


We know of no objections to this legislation. It has the support 
of the administration, the Association of State and Territorial Health 
Officers, and the American Public Health Association. The com- 
mittee, conscious of the very important degree to which lack of proper 
sanitary facilities is responsible for the deplorable ill health among 
our Indian population, and having had its awareness of the situation 
heightened G a recent outbreak of poliomyelitis among the Indian 
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population in the State of Montana, was unanimous in urging that 
the measure be promptly enacted. 


DEPARTMENTAL REPORT 


_ Department oF Hears, Epucation, AnD WELFARE, 
Washington, D.C., April 24, 1959. 
Hon. Lister Hitt, 


Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 


» Dear Mr. Cuarrman: This letter is in response to your request of 
January 15, 1959, for a report on S. 56, a bill to amend the act of 
August 5, 1954 (68 Stat. 674), and for other purposes. 

Upon introducing the bill, the sponsor indicated tht it was identical 
with S. 3694, 85th Congress, as passed by the Senate. It is also iden- 
tical with a proposal previously submitted to Congress by this Depart- 
ment except for an amendment concurred in by us. 

The act of August 5, 1954, transferred to the Public Health Service, 
effective July 1, 1955, all functions, responsibilities, authorities, and 
duties of the Department of the Interior relating to maintenance and 
operation of hospital and health facilities for Indians and the con- 
servation of the health of Indians. S. 56 would clarify the functions 
and authority of the Public Health Service under this act with respect 
to the provision of sanitation facilities, including domestic and com- 
munity water supplies and facilities, drainage facilities, and sewage- 
and waste-disposal facilities for Indians. It would permit the making 
of arrangements for participation in the projects by Indian groups, 
by local authorities, and by other public or nonprofit agencies and 
organizations, both in construction costs and in maintenance and 
operating responsibilities after completion. It would authorize 
acquisition of necessary interests in lands (including acquisitionthrough 
transfer from the Department of the Interior) the acceptance of con- 
tributions, and the transfer of completed facilities upon appropriate 
terms and conditions to local or State authorities, or to the Indians 
themselves. 

As the Department indicated in its transmittal of the draft bill last 
year, prior to the transfer statute these powers had been exercised in 
the context of the broad authority vested in the Interior Department 
for the conduct of federally supported programs for Indians, including 
the management of Indian lands. This separate transfer of the powers 
related to the conservation of Indian health and the maintenance of 
health facilities for Indians left uncertain the extent of the transfer 
of some other powers—powers not always directly related to health, 
but which had sometimes been exercised by the Interior Department 
in support of health programs and objectives. The provision of 
sewage disposal, water supply, and other sanitation facilities, and the 
acquisition of Indian or other lands for the urpose are in this area of 
uncertainty. In addition, there appear to be gaps in these powers— 
even as formerly exercised by the Department of the Interior—which 
leave in doubt the authority to undertake such projects under coop- 
erative arrangements which contemplate the acceptance of contribu- 
tions and the eventual transfer of completed facilities and appurte- 
nances to the Indians or to local or State agencies. 
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The health problems of the Indians arise basically from two factors— 
the low economic level of Indians and the poor environment in which 
they generally live. Environmental problems are extremely serious 
because they account for a large proportion of the preventable illness 
and premature death suffered by Indians. We already know how 
these problems can be attacked. 

Sanitation for the Indian population has been neglected for so long 
that the sanitary conditions under which thousands of Indians live are 
nothing short of primitive. No other group of persons in the United 
States lives under comparable conditions. ‘The Indian population is, 
in fact, about half a century in arrears with respect to the application 
of sanitary science to disease prevention. 

Dysentery, diarrhea, and other enteric diseases account for a high 
proportion of ail illness and hospital admissions for Indians and 
Alaska natives. The incidence of certain gastrointestinal diseases 
among Indians is nine times that of the general population. In con- 
sequence, the Indians are retarded in their progress toward health 
and economic levels equal to those enjoyed by other citizens while the 
Federal Government must bear the cost of meeting excessive medical 
care requirements. 

The enteric disease problem among Indians stems directly from the 
insanitary environment in which they have been usually forced to live. 
Inadequate disposal of human, animal, and other wastes results in 
the spread of filth-borne disease by flies, food, and contaminated water. 
The scarcity of water itself contributes to the spread of disease through 
preventing adoption of minimum personal hygiene practices. Domes- 
tic water supply sources are usually streams, irrigation ditches, stock- 
watering ponds, springs, or poorly constructed dug wells. Such 
sources are frequently highly polluted by human or animal wastes and 
frequently located a mile or more from Indian homes. 

Sanitation improvements at reservation areas depend first upon 
acceptance by the Indians of modern concepts of the interrelationship 
between disease and insanitary living conditions and, second, upon 
provision and use of basic sanitation facilities—safe water supplies, 
safe sewage disposal and refuse disposal facilities adequate for insect 
and rodent control. The first element is now being approached 
through the medium of health education and the promotional efforts 
of native sanitarian aids. The second element must also be achieved 
if the Indian environment is to be raised to a state comparable with 
standards of the present century. Few families and few communities 
are able to utilize their new understanding and to provide essential 
sanitation facilities from their own resources. The majority of 
Indian families and communities, because of the prevaient low 
economy of reservation areas, are unable to afford the basic sanitary 
necessities. 

This Department believes that enactment of S. 56 would provide 
the improved legislative base necessary for the correction of gross 
deficiencies in basic sanitation facilities for Indians. 

The Bureau of the Budget advises that it perceives no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Artuur S. Fremmina, Secretary. 
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CHANGES IN EXISTING LAW 


S. 56 would amend the act of August 5, 1954 (68 Stat. 674), by 
adding a new section. It makes no other changes in that act save a 
technical and conforming one. 
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AMENDING SECTION 2412(b), TITLE 28, UNITED STATES 
CODE, WITH RESPECT TO THE TAXATION OF COSTS 
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May 11, 1959.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8S. 1643] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1643) to amend section 2412(b), title 28, United States Code, with 
respect to the taxation of costs, having considered the same, reports 
seve thereon without amendment and recommends that the bill 

0 pass. 


PURPOSE 


The purpose of the proposed legislation is to clarify existing law 
in order to permit the assessment of costs against the United States 
where a tax refund suit is instituted against a District Director, for- 
merly known as a collector, of the Internal Revenue Service. 


STATEMENT 


This legislation has been proposed by the Department of Justice. 
Identical legislation, S. 3875 of the 85th Congress, was reported favor- 
ably by the committee on July 23, 1958, and passed the Senate on 
July 28, 1958. The facts justifying the bill are contained in Senate 
Report No. 1895 of the 85th Congress and are as follows: 


Section 2412 of title 28, United States Code, presently 
provides that a district court or the Court of Claims may 
allow costs to the prevailing party if the United States puts 
in issue a plaintiff’s right to recover in an action brought 
under subsection (a) of section 1346 or section 1491 of title 
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28. The language of the cited sections, however, is such that 
it gives rise to an assertion that the action must be instituted 
against the United States. It is therefore not clear whether 
costs are assessable against the United States if, in an action 
for a tax refund, suit is brought against the district director 
rather than the United States as such. 

The letter of transmittal of the Attorney General which 
accompanied the submission of this legislation, points out 
that there are some who contend that by reason of a combined 
reading of Rules 54(d) and 81(f) of the Federal Rules of 
Civil Procedure, costs are recoverable by the taxpayer to 
the extent allowed by section 2412(b) against the United 
States, even though suit has been instituted against a district 
director as such rather than the United States. The letter 
of transmittal also indicates that there are nearly 1,200 tax 
refund cases per year filed against district directors. To 
avoid the recurrent problem of the extent to which costs 
are taxable against district directors in tax refund cases, 
the Department suggests the amendment of section 2412(b) 
of title 28, expressly placing district directors in the same 
category as the United States with respect to the taxation 
of costs. This suggestion is predicated on the fact that such 
actions against district directors are in substance actions 
against the United States and it is, therefore, proper that 
the taxation of costs should be the same in either event. 


The committee believes that this proposed legislation is desirable 
to overcome the conflict in the interpretation outlined above. The 
committee, therefore, is of the opinion that the legislation should be 
favorably considered, and again so recommends. 

Attached hereto and made a part hereof is the letter of the Attorney 
General dated January 20, 1959. 


Orrice or THE ATTORNEY GENERAL, 
Washington, D.C., January 20, 1959. 
The Vice PresipEnt, 
U.S. Senate, Washington, D.C. 


Dear Mr. Vice Preswwent: The Department of Justice proposes for 
your consideration and appropriate reference a clarifying amendment 
to section 2412(b) of title 28, United States Code, relating to costs 
in actions in which the United States is a party. 

At the present time tax refund suits may be instituted against the 
United States as party defendant or against a District Director of 
Internal Revenue as the named party defendant. In the former case 
there is no question but that pursuant to the provisions of section 
2412(b) costs may be taxed against the United States as “actually in- 
curred for witnesses and fees paid to the cleark.” However, in those 
instances in which the tax refund suit is instituted against a District 
Director there is no specific provision with respect to the taxation of 
costs. There are those who, by reason of rule 81(f) as read in con- 
junction with rule 54(d) of the Federal Rules of Civil Procedure, 
maintain that costs are recoverable by the taxpayer to the extent 
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allowed by section 2412(b) as against the United States. Conversely, 
there are those who maintain that no costs are recoverable in suits 
against district directors, while others maintain that costs are re- 
coverable against them to the same extent as against private indi- 
viduals. 

To avoid the recurrent problem of whether and to what extent costs 
should be taxable against district directors in tax refund cases, which 
now number roughly 1,200 per year, it is recommended that specific 

rovision with respect to such costs be incorporated in section 2412(b). 

“he enclosed draft legislation would effectuate this recommendation 
by expressly placing district directors (called collectors prior to re- 
organization) in the same category as the-United States with respect 
to the taxation of costs. Since actions against such district directors 
are in substance actions against the United States, and since com- 
plainants may at their option name either a district director or the 
United States as a defendant, it is believed that the taxation of costs 
should be the same in either event 

This legislation is in exact form as it was passed by the Senate on 
July 28, 1958 in the form of S. 3875, 85th Congress. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this recommendation. 

Sincerely, 


Wuti1aM P. Rogers, 
Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of Rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman) : 


28 U.S.C. 2412 (b) 


In an action under subsection (a) of section 1346 or section 1491 
of this title, or in an action against a Collector or Director of Internal 
Revenue, a former Collector or Director, or a personal representative 
of a deceased Collector or Director for the recovery of internal- 
revenue taxes, if the [United States] defendant puts in issue plaintiff’s 
right to recover, the district court or Court of Claims may allow costs 
to the prevailing party from the time of joining such issue. Such 
costs shall include only those actually incurred for witnesses and fees 
paid to the clerk. O 
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May 11, 1959.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8. 1164] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1164) to authorize the appointment of a commissioner for Grand 
Canyon National Park, Ariz., having considered the same, reports 
favorably thereon, with an amendment, and recommends that the bill, 
as amended, do pass. 


AMENDMENT 


On page 1, in lines 4 and 5, strike the words “‘said national park” 
and insert in lieu thereof the words “Grand Canyon National Park, 
Arizona” 

PURPOSE OF THE AMENDMENT 


_ The proposed amendment is a technical one to designate the park 
involved. 
PURPOSE 


The purpose of the proposed legislation is to provide for the appoint- 
ment of a special commissioner for the Grand Canyon National Park, 
Ariz. 

STATEMENT 


The proposed legislation has been recommended by the Administra- 
tive Office of the U.S. Courts and by the Department of the Interior. 
The Department of Justice has advised the committee that whether 
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the bill should be enacted involves questions of policy on which the 
Department of Justice prefers to make no recommendation. 

he proposed legislation provides that a special commissioner for 
the Grand Canyon National Park, Ariz., be appointed by the U.S. 
District Court for the District of Arizona, to hold office for 4 years 
unless sooner removed by the district court, and to be subject to the 
general laws and requirements applicable to U.S. commissioners. 

The proposed legislation also provides that the jurisdiction of the 
commissioner in adjudicating cases brought before him shall be 
limited to the trial, and sentencing upon conviction, of persons charged 
with the commission of those misdemeanors classified as petty offenses 
relating to the violation of Federal laws or regulations applicable 
within the park, with the provision that any person charged with a 
petty offense may elect to be tried in the district court of the United 
States; and the commissioner shall apprise the defendant of his right 
to make such election, but shall not proceed to try the case unless the 
defendant, after being so apprised, signs a written consent to be tried 
before the commissioner. 

The proposed legislation provides further that the exercise of 
additional functions by the commissioner shall be consistent with 
and be carried out in accordance with the authority, laws, and regula- 
tions of general application to U.S. commissioners. The rules of 
procedure set forth in title 18, section 3402, of the United States Code, 
shall be followed in the handling of cases by such commissioner. The 
probation laws shall be applicable to persons tried by the commis- 
sioner and he shall have power to grant probation. 

The proposed legislation also provides that the commissioner shall 
receive an annual salary to be fixed by the district court with the 
approval of the Judicial Conference of the United States and shall 
account for all fees, fines, and costs collected by him as public moneys, 
The commissioner shall reside within the boundary of the park or 
at some place reasonably adjacent thereto designated by the Secretary 
of the Interior with the approval of the district court. 

The Administrative Office of the U.S. Courts has advised the 
committee that the Judicial Conference of the United States, at its 
session on March 16 and 17, 1959, considered this proposal and, on 
the recommendation of its Committees on Supporting Personnel and 
Court Administration, decided to veniam the appointment of a 
U.S. commissioner for Grand Canyon National Park. It was the 
view of the Conference that there is substantial need for a U.S. 
commissioner to serve the area encompassed by the park. 

The U.S. Department of the Interior has informed the committee 
that there is need for the appointment of a special commissioner for 
Grand Canyon National Park, and that such appointment will facili- 
tate the handling of minor violations as promptly and equitably as 
possible for the benefit of persons involved in these matters, and that 
it will promote efficient administration of the park. 

The Department of the Interior has commented that an increase of 
public visitation to the area in recent years has resulted in a corre- 
sponding increase in the number of violations of law and park regula- 
tions. During the past year there were more than 1 million visitors 
to the park, and there has developed a need for improvement particu- 
larly in the disposal of those cases involving petty offenses that arise 
from the violation of park regulations. 
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The Department of the Interior has advised the committee further 
that the present difficulty in disposing of cases that involve petty 
offenses has resulted in part from the fact that the nearest U.S. com- 
missioners are located in Kingman and Flagstaff, Ariz , some distance 
from the park. Various questions have been raised concerning the 
authority of those commissioners with general jurisdiction to hear 
cases arising from violations of park regulations. 

The Department of Justice has advised the committee that whether 
the bill should be enacted involves questions of policy on which the 
Department could make no recommendations. 

The committee believes that the proposed legislation is meritorious 
and recommends it favorably. 

Attached and made a part of this report are (1) letter dated March 
18, 1959, from the U.S. Department of the Interier; (2) letter dated 
March 26, 1959, from the Administrative Office of the U.S. Courts; 


and (3) letter dated April 13, 1959, from the U.S. Department of 
Justice. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 18, 1959. 
Hon. James QO. Eastianp, 


Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Senator Eastruanp: Your committee has requested a report 
on S. 1164, a bill to authorize the appointment of a commissioner for 
Grand Canyon National Park, Ariz. 

We recommend enactment of S. 1164. 

There is need for the appointment of a special commissioner for 
Grand Canyon National Park. Such appointment will facilitate the 
handling of minor violations as promptly and equitably as possible 
for the benefit of persons involved in these matters. It will also 
promote efficient administration of the park. An increase of public 
visitation to the area in recent years has resulted in a corresponding 
increase in the number of violations of law and park regulations. 
During the last year there were more than a million visitors to the 
park. There has developed a need for improvement particularly in 
the disposal of those cases involving petty offenses that arise from 
the violation of park regulavions. 

The present difficulty in disposing of cases that involve petty 
offenses has resulted in part from the fact that the nearest U.S. com- 
missioners are located in Kingman and Flagstaff, Ariz., some distance 
from the park. Various questions have been raised, however, con- 
cerning the authority of those commissioners with general jurisdiction 
to hear cases arising from violations of park regulations. We under- 
stand that the U.S. district court has refrained from appointing a 
special commissioner with trial jurisdiction for the park because of 
some doubt as to the authority of the court to do so under the provi- 
sions of 18 U.S.C., section 3401. Thatsection of the United States Code 
provides that any U.S. commissioner specially designated for the 
purpose by the court may exercise trial jurisdiction over petty offenses 
in any place over which the Congress has exclusive power to legislate 
or over which the United States has concurrent jurisdiction. The 
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jurisdiction of the United States over Grand Canyon National Park, 
owever, is frequently, and perhaps accurately, described as “pro- 
prietary.” 

S. 1164, we believe, provides adequate authority for the U.S. 
District Court for the District of Arizona to appoint a special com- 
missioner for Grand Canyon National Park. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior. 





ADMINISTRATIVE OFrFIce or THE U.S. Courts, 
Washington, D.C., March 26, 1959. 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Senator Eastianp: This is in response to your recent letter 
requesting the views of the Judicial Conference of the United States 
on S, 1164, a bill to authorize the appointment of a commissioner for 
Grand Canyon National Park, Ariz. 

The Judicial Confereuce of the United States, at its most recent 
session on March 16 and 17, 1959, considered this proposal and, on 
the recommendation of its Committees on Supporting Personnel and 
Court Administration, decided to recommend the appointment of a 
U.S. commissioner for Grand Canyon National Park. It was the 
view of the Conference that there is substantial need for a U.S. com- 
missioner to serve the area encompassed by the park. 

The Conference specifically approves S. 1164 and urges its early 
euactment. 

Sincerely, 
C. Ausrey Gasqup, 
Assistant Director. 





DEPARTMENT OF JUSTICE, 
Orrice or THE Deputy ATTORNEY GENERAL, 
Washington, D.C., April 13, 1959. 
Hon. James QO. Eastianp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 1164) to authorize 
an appointment of a commissioner for Grand Canyon National Park, 

riz. 

The bill would provide that the U.S, District Court for the District 
of Arizona shall appoint a special commissioner for Grand Canyon 
National Park, Ariz. The term of office would be 4 years and the 
commissioner would be subject to the general laws and requirements 
applicable to U.S. commissioners. 

he jurisdiction of the commissioner would be limited to cases 
involving petty offenses as defined in title 18, section 1, of the United 
States Code, with the provision that any person charged with a petty 
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offense may elect to be tried in the district court of the United States 
and the commissioner shall apprise the defendant of his right to make 
such election but shall not proceed to try the case unless the defendant, 
after being so apprised, signs a written consent to be tried before the 
commissioner. The exercise of additional functions by the commis- 
sioner shall be consistent with and be carried out in accordance with 
the authority, laws, and regulations of general application to U.S. 
commissioners. The rules of procedure set forth in title 18, section 
3402, of the United States Code, shall be followed in the handling of 
cases by the commissioner. 

It is suggested that the reference on lines 4 and 5 on page | of the 
bill to “said national park” be changed to read “Grand Canyon 
National Park, Arizona.” 

Whether the bill should be enacted involves questions of policy 
on which the Department of Justice prefers to make no recom- 
mendation. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
Lawrence E, Watsa, 
Deputy Attorney General. 





Calendar No. 263 


86TH CoNGRESS | SENATE | Report 
1st Session No. 275 





COMMEMORATING THE QUADRICENTENNIAL ANNIVERSARY OF 
FLORIDA AND TO RECOGNIZE THE QUADRICENTENNIAL ANNI- 
VERSARY COMMISSION OF THAT STATE 


May 11, 1959.—Ordered to be printed_ - 


Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. Con. Res. 103] 


The Committee on the Judiciary, to which was referred the con- 
current resolution (H. Con. Res. 103), to commemorate the quadri- 
centennial anniversary of Florida and to recognize the quadricentennial 
anniversary commission of that State, having considered the same, 
reports favorably thereon, without amendment, and recommends that 
the resolution be agreed to. 

PURPOSE 


The purpose of the concurrent resolution is to provide that the 
Congress of the United States joins the people of Florida in com- 
memorating the quadricentennial anniversary of the first permanent 
colonization of the continental United States which will commence in 
the year 1959 at Pensacola, Fla. 


STATEMENT 


In 1559 the Spanish established a colony at Pensacola, Fla. In 
1564 a French settlement was established near what is now Jackson- 
ville, Fla. One year later, in 1565, St. Augustine was settled and has 
become the oldest permanent and continuous settlement in the 
continental United States. 

The year 1959 marks the 400th anniversary of the commencement 
of this period of settlement. The committee considers it altogether 
appropriate for Congress to recognize this quadricentennial 
anniversary. 

House Concurrent Resolution 103 extends to the people of Florida 
the felicitations of the Congress of the United States on this historic 
occasion. The bill also recognizes the creation by the State of Florida 
of the Quadricentennial Anniversary Commission of Florida. 
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This legislation merely extends greetings to the people of Florida 
and involves no appropriation of Federal funds. The committee 
believes that it is entirely appropriate to recognize this quadricen- 
tennial anniversary of the State of Florida, and accordin 1 , recom- 


mends favorable consideration of House Concurrent Resolution 103, 
without amendment. O 
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AMENDING THE ACT ESTABLISHING A STUDY COMMIS- 


SION ON CERTAIN RIVER BASINS IN THE STATE OF 
TEXAS 





Mary 11, 1959.—Ordered to be printed - 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany §. 300] 


The Committee on Public Works, to whom was referred the bill 
(S. 300) to amend the act of August 28, 1958, establishing a study 
commission for certain river basins, so as to provide for the appoint- 
ment to such Commission of separate representatives for the Guada- 
lupe and San Antonio River Basins, and of a representative of the 
Texas Board of Water Engineers, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE 


The purpose of this bill is to amend Public Law 85-843, 85th 
Congress (72 Stat. 1058), so as to increase the authorized membership 
of the River Basin Study Commission for Texas from 14 to 16 mem- 
bers by providing for the appointment of separate representatives for 
the Guadalupe and San Antonio River Basins, and also the appoint- 
ment of a ae eee of the Texas Board of Water Engineers, and 
to increase the requirements for a quorum of the Commission for the 
transaction of business from 8 to 9 members, at least 5 of whom would 
be representatives of the river basins in Texas or the representative 
of the Texas Board of Water Engineers. 


GENERAL STATEMENT 


Title II of Public Law 843, 85th Congress, authorized the establish- 
ment of a U.S. Study Commission with the responsibility for prepara- 
tion of studies of the land and water resources of several river basins 
in the State of Texas. Included in those basins was the Guadalupe- 
San Antonio River Basin considered as one basin. 
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The present Commission includes 7 members designated to represent 
the geographical areas in Texas contained in the river basins specified ; 
6 members representing Federal agencies, and the Chairman who by 
the law, must be a resident of the region, a total of 14 members. The 
law also provides that eight members of the Commission, at least four 
of which would be the non-Federal basin members, would constitute 
a@ quorum. 

5. 300 would amend Public Law 843 as follows: 

(1) Increase the Commission membership from 14 to 16 by 
authorizing appointment thereto of a representative of the Texas 
Board of Water Engineers, and separate representatives from the 
Guadalupe and San Antonio River Basins, such appointments to be 
made in the same manner as representatives of the other basins. 

(2) Change the requirements for a quorum from eight to nine mem- 
bers of the Commission, at least five of whom would be representa- 
tives of the river basins in Texas or the representative of the Texas 
Board of Water Engineers. 

The Guadalupe River Basin has an area of 6,030 square miles and 
the San Antonio River Basin an area of 4,190 square miles. They are 
frequently considered as one basin, as they join a few miles above 
where they flow into San Antonio Bay. 

Under the existing law, one representative is provided for the 
Guadalupe and San Antonio River Basins together, and no provision 
is made for representation of the Texas Board of Water Engineers. 

The Guadalupe and San Antonio River Basins involve large areas, 
both of which have rather complex land and water resource problems. 
Local and State officials desire to have both river basins represented 
on the Commission to insure its consideration of all these problems, 
and also to provide for representation on the Commission by an 
appropriate official of the State within which the river basins are 
located. 

DISCUSSION 


The committee considers the major problem of the Southwest 
region of our Nation to be conservation, control, and development of 
the land and water resources, This area is rich in natural resources, 
and in recent years has had a phenomenal urban and industrial growth. 
Such growth has greatly increased municipal and industrial water 
requirements, and its continued growth will place further heavy 
demands on such water resources. The area is also subject to the 
severe disasters of drought and flood. Proper control, conservation, 
and supervision of the water resources can greatly relieve the area of 
the extensive effects of these disasters. 

The larger portion of Texas is included in 11 major drainage basins, 
with great variations in physiographic features, extreme climatic vari- 
ations, and maldistribution of water in each. The future growth and 
——— of the population, industry, and agriculture of ‘Texas will be 
imited by its available supply of water. ‘To effectively plan for the 
future use of these valuable land and water resources requires the 
close cooperation and collaboration of all interested Federal, State, 
and local agencies. 

The Congress established the River Basin Study Commission for 
Texas, covering eight major river basins comprising about 60 percent 
of the area of the State, to study the problem and formulate a coordi- 
nated and comprehensive plan for development and utilization of the 
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land and water resources of the area. The Commission is composed 
of residents of river basins involved, and representatives of interested 
Federal agencies. It is hoped that these appointed members of the 
Commission working together, and pooling their knowledge and re- 
sources, can develop a water-resource program that will go forward 
toward a solution of the water supply problems of that area of Texas. 

The committee believes it appropriate that both the Guadalupe 
and the San Antonio Basin each have its own representative on the 
Study Commission. It also believed desirable to have a representa- 
tive on the Commission from an agency of the State government 
responsible for the interest of the State as a whole in all the eight 
river basins to be studied, and the intervéning areas which are not 
represented on the Commission. 

The committee further believes that a representative of the Texas 
Board of Water Engineers could make a valuable contribution to the 
studies and investigations of the Commission by coordination of the 
State’s views and interests in the problems of the various geographical 
areas from a statewide standpoint, which would strengthen and bal- 
ance the Commission in its deliberations on such problems. 

If the size of the Commission is increased, it is also believed ad- 
visable to increase the number of members to constitute a quorum for 
the transaction of business, and that such increase should be obtained 
from the non-Federal members of the Commission. 

Favorable reports on S. 300 have been received from all interested 
Federal agencies, and are as follows: 


DEPARTMENT OF THE ARMy, 
April 20, 1959. 

Hon. Dennis CHAVEZ, 

Chairman, Committee on Publie Works, U.S. Senate. 


Dear Mr. CHarrMAn: Reference is made to your request for the 
views of the Department of the Army with respect to S. 300, 86th 
Congress, a bill to amend the act of August 28, 1958, establishing a 
study commission for certain river basins, so as to provide for the 
appointment to such Commission of separate representatives for the 
Guadalupe and San Antonio River Basins, and of a representative of 
the Texas Board of Water Engineers. 

This bill would amend the act of Congress approved August 28, 
1958 (72 Stat. 1058), providing for the establishment of a commission 
to study certain streams in the State of Texas, by (1) separating the 
Guadalupe and San Antonio River Basins so as to provide a commission 
member for each, and (2) providing a member at large to the com- 
mission, nominated by the Governor of Texas, and representing the 
Texas Board of Water Engineers. 

The Department of the Army has no objection to the above- 
mentioned bill. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Hues M. Mitton II, 
Acting Secretary of the Army. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 17, 1959. 
Hon. Dennis CHAVEz, 


Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 


Dear Senator Cuavez: This responds to your request for the 
views of this Department on S. 300, a bill to amend the act of August 
28, 1958, establishing a study commission for certain river basins, so 
as to provide for the appointment to such Commission of separate 
representatives for the Guadalupe and San Antonio River Basins, 
and of a representative of the Texas Board of Water Engineers. 

We recommend enactment of the bill. 

Title Il of the act of August 28, 1958 (72 Stat. 1058), authorized 
the establishment of a U.S. Study Commission with responsibility 
for the preparation of studies of the land and water resources of 
several river basins in the State of Texas. S. 300 would amend that 
act in the following respects: 

1. It would increase the Commission membership from 14 to 16 
by authorizing appointment to the Commission of (i) a representative 
of the Texas Board of Water Engineers and (ii) separate representa- 
tives from the Guadalupe and San Antonio River Basins. 

2. It would alter the provision as to what constitutes a quorum of 
the Commission. The act now provides that eight members of the 
Commission, of whom at least four shall be representatives of the 
specified geographical areas of Texas, shall constitute a quorum for 
transaction of business. The proposed amendment would change 
the quorum requirement to nine members of the Commission, of 
whom at least five shall be representatives of the geographical areas 
of Texas. 

The present Commission includes seven members designated to 
represent geographical areas in Texas, six members representing 
Federal agencies and the Chairman, who by law, must be a resident 
of the region. The proposed amendment would increase to eight the 
number of representatives on the Commission from specified geo- 
graphical areas and add one member who would represent the State- 
wide point of view. 

In our opinion there is substantial merit in providing for a separate 
representative from the Guadalupe and San Antonio River Basins 
and a representative who would represent the statewide interest in 
the studies the Commission is to undertake. Similarly, it would follow 
that if the size of the Commission is to be increased, as S. 300 would 
provide if it is enacted, there ought to be an appropriate change in 
the number of members required to constitute a quorum. 

The Bureau of the Budget has advised that there would be no ob- 
jection to the submission of this report to you committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 
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DEPARTMENT OF AGRICULTURE, 
Washington, D.C., April 16, 1959. 
Hon. Dennis CHAvEz, 


Chairman, Committee on Publie Works, U.S. Senate. 


Dear Senator Cuavez: This is in reply to your letter of January 
16, 1959, requesting the views of this Department on 8S. 300, a bill to 
amend the act of Rages 28, 1958, establishing a study commission 
for certain river basins, so as to provide for the appointment to such 
Commission of separate representatives for the Guadalupe and San 
Antonio River Basins, and of a representative of the Texas Board of 
Water Engineers. 

The Department recommends that the bill be enacted. 

The bill would amend Public Law 85-843, establishing a study 
commission for certain river basins in Texas, so as_to provide for the 
appointment to such Commission of separate representatives for the 
Guadalupe and San Antonio River Basins, and also of a representative 
of the Texas Board of Water Engineers. 

The bill would provide for appointment to the Commission of a 
representative each from the Guadalupe and the San Antonio River 
Basins in a manner similar to representatives from each of the other 
six basins and from the agency of State government responsible for 
the State’s interests in water in all of the eight basins to be studied. 
This would provide equitable representation on the Commission from 
all the basins to be studied and would desirably provide for represen- 
tation on the Commission by an appropriate official of the State 
within which the basins are located. Such State representation would 
help to bring added balance into the deliberations of the Commission 
by bringing to bear throughout the period of the study the views of 
the a water agency from the standpoint of all eight basins as 
a whole. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morss, 
Acting Secretary. 





Tue SECRETARY OF COMMERCE, 
Washington, D.C., April 22, 1959. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 


Dear Mr. Cuarrman: This is in reply to your request of January 
16, 1959, for the views of this Department with respect to S. 300, a bill 
to amend the act of August 28, 1958, establishing a study commission 
for certain river basins, so as to provide for the appointment to such 
Commission of separate representatives for the Ganitiines and San 
Antonio River Basins, and of a representative of the Texas Board of 
Water Engineers. 

The Department of Commerce would interpose no objection to 
enactment of S. 300. 

The bill would provide for separate representatives for the Guada- 
lupe and San Antonio River Basins and a representative from the 
‘Texas Board of Water Engineers. Under present law, one representa- 
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tive is provided for the Guadalupe and San Antonio River Basins 
together and no provision is made for representation of the Texas 
Board of Water Engineers. 

It would appear to be appropriate that each of the two river basins 
have its own representative and that the Texas Board of Water Engi- 
neers also be represented inasmuch as the representative from the 
Board would undoubtedly be able to make a contribution to the study 
authorized by the act. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
Freperick H. MvuE.Luer, 
Under Secretary of Commerce. 





DeEPARTMENT OF HEAttu, Epucation, AND WELFARE, 
April 21, 1959. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate. 

Dear Mr. CuarrMan: This letter is in response to your request for 
a report on S. 300, a bill to amend the act of August 28, 1958, estab- 
lishing a study commission for certain river basins, so as to provide 
for the appointment to such Commission of separate representatives 
for the Guadalupe and San Antonio River Basins, and of a representa- 
tive of the Texas Board of Water Engineers. 

The bill would provide for the appointment of separate representa- 
tives for the Guadalupe and San Antonio River Basins and of a repre- 
sentative of the Texas Board of Water Engineers to the Commission 
established by Public Law 85-843 to study and investigate certain 
southwestern river basins. This would result in the raising of Com- 
mission membership from 14 to 16. 

We believe these amendments should strengthen the commissions. 

We would therefore recommend that S. 300 be enacted by the 
Congress. 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Artuur S. FLEMMING, 
Secretary. 





Executive OFrricE OF THE PRESIDENT, 
BurEAU OF THE BupceEt, 
Washington, D.C., April 14, 1959. 
Hon. Dennis CHAvEz, 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarrman: This is in reply to your letter of January 
16, 1959, requesting the views of the Bureau of the Budget on 8S. 300, 
a bill to amend the act of August 28, 1958, establishing a study com- 
mission for certain river basins, so as to provide for the appointment 
to such Commission of separate representatives for the Guadalupe and 
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San Antonio River Basins, and of a representative of the Texas Board 
of Water Engineers. 

The bill would increase the authorized membership of the River 
Basin Study Commission for Texas from 14 to 16 members, and would 
ae the quorum requirement for the Commission from 8 to 9 mem- 

ers. 

The Bureau of the Budget would have no objection to the enact- 
ment of S. 300. 

Sincerely yours, 
Puiturp S. Hueuss, 
Assistant Director for Legislative Reference. 


FrperaL Power Commission, Report on S. 300, 86rH ConGress 


A bill to amend the act of August 28, 1958, establishing a study commission for 
certain river basins, so as to provide for the appointment to such Commission 
of separate representatives for the Guadalupe and San Antonio River Basins, 
and a representative of the Texas Board of Water Engineers 
Title Il of Public Law 85-843, approved August 28, 1958 (72 Stat. 

1058) established a Study Commission to investigate, study, and sur- 

vey the water and land resources in the area of the Neches, Trinity, 

Brazos, Colorado, Guadalupe-San Antonio, Nueces, and San Jacinto 

River Basins, and to formulate, recommend, and report on plans for 

the multiple-purpose development and utilization of these resources. 

The Study Commission as set up under the law is composed of 
14 members appointed by the President, including a Chairman who is 
required to be a resident of the survey area and not otherwise employed 
by the U.S. Government; 7 members recommended by the Governor 
of Texas, or designated by the President in the absence of such recom- 
mendation; and 6 members, of whom 1 would be from each of the 
named Federal agencies, including the Federal Power Commission. 

In carrying out its work, the Study Commission is required to 
“utilize the services, studies, surveys, and reports of existing Govern- 
ment agencies,” and the members are required to report to their re- 
spective departments or agencies, and any comments and suggestions 
pertaining to such work from such departments and agencies are re- 
quired to be placed before the Study Commission for its consideration. 
The 1958 law also expressly states that it is not the purpose of such 
legislation ‘‘to create any continuing or permanent instrumentality 
of the Federal Government or to take from, or reassign, the duties and 
powers of any department or agency of the United States.”’ 

S. 300 would amend Public Law 85-843 in two respects; first, by 
separating the Guadalupe and San Antonio Basins, so as to provide a 
Commission member for each of these river basins, and secondly, by 
providing for the appointment of a member at large representing the 
Texas Board of Water Engineers. 

The Commission offered no objection to the enactment of Public 
Law 85-843 (72 Stat. 1058), and we likewise have no objection to 
adoption of the amendments to that law as proposed in the bill. 

FEDERAL PowER COMMISSION, 
By Jerome K. KuyKenpa.i, Chairman. 








8 A STUDY COMMISSION ON CERTAIN RIVER BASINS IN TEXAS 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as re- 
ported are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Pusuic Law 85-843—Titte II 


Sec. 203(b)(3) Eight [seven] members, nominated by the Governor 
of Texas subject to the provisions of subsection (c) of this section, 
each of which shall be a resident of a different one of the following 
geographical areas of Texas: 

(A) Neches River Basin: 

(B) Trinity River Basin; 

(C) Brazos River Basin; 

(D) Colorado River Basin; 

(E) Guadalupe River Basin 

(F) San Antonio River Basin; 

(G) Nueces River Basin; and 

(H) San Macinto River Basin 

(g) Nine [Eight] members of the Commission, of whom at least 
five [four] shall have been appointed pursuant to subsection (b)(3) 
or (c) of this section, shall constitute a quorum for the transaction of 
business. O 
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AUTHORIZING THE SALE OF CERTAIN LANDS TO THE 
STATE OF MISSOURI 





May 11, 1959.—Ordered to be printed » 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8. 692] 


The Committee on Public Works, to whom was referred the bill 
(S. 692) to authorize the sale ot certain lands to the State of Missouri, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of S. 692 is to authorize the Secretary of the Army to 
convey to the State of Missouri by quitclaim deed, for public park 
and recreational purposes only, such areas within the portion of Table 
Rock Dam and aries project, Missouri, presently leased to the 
State for public park and recreational purposes, as he shall deem 
essential to provide sites for permanent buildings and other improve- 
ments, but not to exceed 50 acres, at fair market value and under 
such terms as the Secretary of the Army shall deem advisable to assure 
that use of the areas by the State will not interfere with the operation 
of the project. 


GENERAL STATEMENT 


The Table Rock Dam site is on the White River in Taney County, 
Mo., about 8 miles upstream and southwest of Branson, Mo. The 
project was authorized by the Flood Control Act of August 18, 1941, 
and is a part of the comprehensive plan for flood control and other 
purposes in the White River Basin. The dam is a concrete-gravit 
structure with rolled earthfill abutment sections having a total lengt 
of 6,423 feet, and a height of 252 feet. The reservoir will have a 
total storage capacity of 3,462,000 acre-feet, of which 760,000 acre- 
feet will be for flood control and 2,702,000 acre-feet for power. The 
power installation will consist of four 50,000-kilowatt generating 
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units. The estimated cost of the project is $67,500,000, and it is 
nearing completion. Being located in the Ozark Mountain area near 
large centers of population, the reservoir has extensive recreational 
capabilities. : 

The area desired by the State of Missouri is presently leased to 
that State by the Federal Government for public park and recrea- 
tional purposes, and comprises 50 acres which is a part of a larger 
area of 552 acres of project lands in Stone and Taney Counties, Mo. 
The existing lease to the Missouri State Park Board is for a 25-year 
period beginning January 1, 1957. These lands were acquired in 
1952 at an average cost of $67 per acre. 

The lease was granted to the State in furtherance of existing policy 
to encourage development of public parks at reservoir projects by 
local agencies. The Missouri State Park Board has plans for the 
development of extensive recreational areas, including picnic sites, 
boat docks, restaurants, and hotel and motel accommodations in the 
area. The land to be transferred in fee to the State of Missouri is to 
be used as sites for permanent buildings and other improvements for 
the development of a public State park. 

The State park board advises that fee title to the area on which the 
permanent improvements are to be constructed must be vested in the 
State before plans for financing the development can be completed. 
The Secretary of the Army does not have the authority to convey the 
50 acres on which construction is contemplated to the State, as it has 
not been declared surplus to the needs of the United States. 

The bill provides that conveyance to the State shall be by quitclaim 
deed, and the terms shall include assurance that the use of the area 
by the State will not interfere with operation of the project. The land 
would be conveyed by the Secretary of the Army to the State of Mis- 
souri at a fair market value as determined by the Secretary, but in no 
event less than the cost to the Government of acquiring it. Title or 
interest in the mineral rights is reserved to the Federal Government 
under the conveyance authorized by S. 692. 

The bill further provides that title to the land would revert to the 
United States in the event that the State of Missouri ceases to use 
the tract for public park and recreational purposes for a period of 
2 successive years, or in the event that actual construction of the 
proposed buildings and improvements has not commenced within 
5 years from the effective date of this act. 

The Table Rock Reservoir is located in the scenic and picturesque 
Ozark Mountain area of southern Missouri, near the famous Shepherd 
of the Hills region. It is visited by thousands of tourist and vaca- 
tioners annually. The committee is of the opinion that the best 
interests of the region would be served by conveying title of this 
recreational area to the State of Missouri. 

The committee was advised that the specific area to be trans- 
ferred to the State has not been agreed upon, but notes that the bill 
is flexible in permitting the Secretary of the Army to select such 
area. If an area near the dam structure or the adjacent road embank- 
ment is selected, the Secretary can establish necessary procedures 
for enforcement of security regulations for protection of Federal 
property in the event of war or national emergency. 

Enactment of this measure will not involve expenditure of any 
Federal funds, but it will permit the Federal Government to recover 
the funds spent for the purchase of the land. 
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The committee believes it proper that: the State of Missouri own 
the property on which these permanent buildings are constructed, 
and that the operation of the project will not be impaired by convey- 
ing title of the land to the State, therefore enactment of this legislation 
is recommended. 

The reports of the Bureau of the Budget and the Department of 
the Army on this bill are as follows: 


DEPARTMENT OF THE ARMY, 
Washington, D.C., April 29, 1959. 
Hon. Dennis CHAvez, 


Chairman, Committee on Public Works, 
U.S. Senate. 


Dear Mr. CuHarrman: Reference is made to your request for the 
views of the Department of the Army with respeet to 5S. 692, 86th 
ee a bill to authorize the sale of certain lands to the State of 

issouri. 

The purpose of the bill is to authorize the Secretary of the Army 
to convey 50 acres of land at the Table Rock Dam and Reservoir 
project, Missouri, to the State of Missouri at fair value but subject 
to the condition that the property be used for public park and recre- 
ational purposes only. The bill further provides that the transfer be 
upon such terms and conditions as the Secretary deems advisable in 
the public interest and to assure that there is no interference with the 
operation of the project. All mineral rights would be retained by 
the United States and title to the property would revert if construc- 
tion of buildings and improvements has not commenced within 5 years 
of the effective date of the act, or if the property ceases to be used for 
public park and recreational purposes for a period of 2 successive 
years. 

The Department of the Army interposes no objection to the enact- 
ment of this bill. 

The Table Rock Dam site is on the White River in Taney County, 
Mo., about 8 miles upstream and southwest of Branson, Mo. The 
reservoir formed by the Table Rock Dam, which is part of a compre- 
hensive plan for flood control and other purposes in the White River 
Basin as authorized by the Flood Seanad Act of August 18, 1941 (55 
Stat. 638, 645), will have a total storage capacity of about 3,462,000 
acre-feet most of which will be for the generation of hydroelectric 

ower. 

: The 50 acres that would be transferred in fee to the State of Missouri 
under S. 692 are part of a larger area of 552 acres of project lands in 
Stone and Taney Counties, Mo., licensed to the Missouri State Park 
Board for a 25-year perio commencing January 1, 1957, under au- 
thority of the act of December 22, 1944, as amended (58 Stat. 887, 68 
Stat. 1266). This license was granted to the State in furtherance 
of the Department of the Army policy to encourage development of 
public parks at reservoir projects by local agencies. The lands in- 
volved were acquired by direct purchase and in condemnation be- 
tween September and December 1952, at an average cost of approxi- 
mately $67 per acre. 

A tentative master plan has been prepared by the Missouri State 
Park Board for the development of extensive recreational areas 
including picnic sites, boat docks, restaurants, hotel and motel ac- 
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commodations. However, the board has advised the Department of 
the Army that private commercial interests are unable to obtain 
financing necessary to undertake the construction of the public 
lodging facilities while the United States has title to the land and the 
State has a license interest only. However, the Secretary of the 
Army does not have authority to convey the lands. It is accordingly 
the purpose of S. 692 to provide legislative sanction for the conveyance 
in fee of the 50 acres on which construction is contemplated. 

Although, as indicated above, preliminary plans have been com- 
pleted, the specific area to be transferred to the State has not been 
agreed upon. Since S. 692 is flexible and permits the Secretary of 
the Army to select an area not to exceed 50 acres, Congress can, if it 
determines this course of action to be in the public interest, enact the 
legislation without a final determination of the specific area to be 
transferred to the State. In this connection, the committee is ad- 
vised that if agreement is reached on a tract of land near the road 
embankment joining the dam structure or near the dam structure 
itself, the Secretary of the Army if he deems it necessary can, under 
the terms of the bill, establish procedures for enforcement of security 
regulations for the protection of the hydroelectric powerplant in the 
event of war or national emergency. 

The enactment of this measure will not involve the expenditure of 
any Department of the Army funds. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wiser M. Brvcker, 
Secretary of the Army. 





Executive Orrick OF THE PRESIDENT, 
BurEAU OF THE BupDGET, 
Washington, D.C., April 17, 1959. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuarreman: This will acknowledge your letter of 
January 28, 1959, requesting the views of the Bureau of the Budget 
on S. 692, a bill to authorize the sale of certain lands to the State of 
Missouri. 

The purpose of this bill is to authorize the Secretary of the Army to 
convey 50 acres of land at the Table Rock Dam and Reservoir project, 
Missouri, to the State of Missouri at fair market value but subject to 
the condition that the property be used for public park and recrea- 
tional purposes only. The bill further provides that the transfer be 
upon such terms and conditions as the Secretary of the Army deems 
advisable in the public interest and to assure that there is no inter- 
ference with the operation of the project. All mineral rights would be 
retained by the United States and title to the property would revert 
to the United States if construction of buildings and improvements 
has not commenced within 5 years of the effective date of the act, or 
if the property ceases to be used for public park and recreational 
purposes for a period of 2 successive years, 
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In a report which will shortly be submitted to your committee on 
this bill the Secretary of the Army advises that the area which would 
be transferred in fee to the State under this bill is part of a larger area 
licensed to the Missouri State Park Board for a 25-year period com- 
mencing January 1, 1957, under authority of the act of December 22, 
1944,asamended. The license was granted to the State in furtherance 
of the Department of the Army policy to encourage development of 
public parks at reservoir projects by local authorities. The Secretary 
advises that although a tentative plan for development of recreational 
areas has been prepared by the Missouri State Park Board, private 
commercial interests are unable to obtain financing necessary to under- 
take construction of public lodging facilities while the United States 
has title to the land and the State has a license interest only. The bill 
would provide the Secretary of the Army with legislative sanction 
for conveyance in fee of the area on which construction is contemplated. 

The Bureau of the Budget would have no objection to enactment of 
S. 692. 

Sincerely yours, 
Puiturp S. Huaues, 
Assistant Director for Legislative Reference. 


O 
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DESIGNATING LOCK AND DAM ON OHIO RIVER, NEAR 


CANNELTON, IND., AS THE GEORGE EWING LOCK AND 
DAM 


Mary 11, 1959.—Ordered to be printed - 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8. 846] 


The Committee on Public Works, to whom was referred the bill 
(S. 846) to provide that the lock and dam referred to as the Cannel- 
ton lock and dam, near Cannelton, Ind., on the Ohio River, shall 
hereafter be known and designated as the George Ewing lock and 
dam, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of S. 846 is to designate the lock and dam to be con- 
structed on the Ohio River near Cannelton, Ind., as the George Ewing 
lock and dam, and any law, regulation, map, document, or record of 
the United States in which such lock and dam is referred to under any 
other name or designation shall be held to refer to such lock and dam 
as the George Ewing lock and dam. 


GENERAL STATEMENT 


The Cannelton lock and dam is one of the projects authorized for 
modernization of the Ohio River canalization navigation project. The 
site is located on the Ohio River about 720 miles below Pittsburgh, 
and will replace the old and obsolete locks and dams Nos. 43, 44, and 
45, with one modern structure having a lift of 26 feet and with two 
locks 110 feet by 1,200 feet, and 110 feet by 600 feet, to accommodate 
the increasing volume of traffic on the Ohio River. The present struc- 
tures are almost 50 years old and are badly deteriorated and in need 
of repair. The estimated cost of the Cannelton locks and dam is 
$65,900,000. Construction thereon has not been initiated. 
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S. 846 would designate the Cannelton locks and dam as the George 
Ewing lock and dam, in honor of George Ewing, an early American 
patriot, who served with distinction in the Revolutionary War with 
Gen. George Washington and Baron von Steuben at Germantown, 
Brandywine, and Valley Forge. 

George Ewing was born in New Jersey in 1754. After the Revo- 
lutionary War he moved to a section of Virginia, which later became 
West Virginia, where a son, Thomas Ewing, was born in 1789. He 
later moved to Ohio, settling near Athens, Ohio. His son, Thomas, 
later became a Senator from Ohio, serving in the U.S. Senate from 
March 4, 1831, to March 3, 1837, and from July 20, 1850, to March 8, 
1851, and also served as Secretary of the Treasury and as Secretary 
of the Interior. George Ewing moved to Perry County, Ind., in 
1815. He died in 1824 and is buried at Cannelton, Ind. 


RECOMMENDATIONS 


The. committee believes it fitting and proper to name this impor- 
tant modern lock and dam after an outstanding early American 
patriot who was associated with the early history of the Nation and 
of the area, who spent the late years of his life in Cannelton, and who 
is buried near the lock and damsite. 

The committee has been advised that this proposed legislation has 
been endorsed by many outstanding citizens of the area. 

The committee considers it advisable to adopt the full name of 
“George Ewing” as the name of this lock and dam, in order that 
there be no question as to the specific person for whom the lock 
and dam is named, 

Favorable reports from the Bureau of the Budget and the Depart- 
ments of the Army and Interior on S. 846 are as follows: 


DEPARTMENT OF THE ARMY, 
April 16, 1959. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate. 

Dear Mr. CuarrMan: Reference is made to your request for the 
views of the Department of the Army with respect to 5. 846, 86th 
Congress, a bill to provide that the lock and dam referred to as the 
Cannelton lock and dam, near Cannelton, Ind., on the Ohio River, 
shall hereafter be known and designated as the George Ewing lock 
and dam. 

This bill would designate the proposed Cannelton lock and dam on 
pe Ohio River near Cannelton, Ind., as the George Ewing lock and 

am. 

The Department of the Army interposes no objection to the above- 
mentioned bill. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Hvuear M, Mirton II, 
Acting Secretary of the Army. 
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U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 28, 1959. 
Hon. Dennis CHAVEz, 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 

Dear Senator Cuavez: This responds to your request for this 
Department’s views on S. 846, a bill to provide that the lock and dam 
referred to as the Cannelton lock and dam, near Cannelton, Ind., on 
the Ohio River, shall hereafter be known and designated as the George 
Ewing lock and dam. 

We would have no objection to the enactment of this measure. 

The Board on Geographic Names advises that the matter is not 
within its jurisdiction and that it has, therefore, no comments to offer. 
Enactment of the measure would not affect any of the operations of 
the Department of the Interior. However, we should like to make 
the observation that, when the full names of persons are applied to 
geographic features or to structures, they are soon shortened, in 
common usage, to the last name only. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Royce A. Harpy, 
Assistant Secretary of the Interior. 





Executive OFfFricEe OF THE PRESIDENT, 
BurREAU OF THE Bouncer, 
Washington, D.C., April 16, 1959. 
Hon. Dennis CHAveEz, 


Chairman, Committee on Public Works, 
U.S. Senate, Senate Office Building, 
Washington, D.C. 

My Dear Mr. Caarrman: This will acknowledge your letter of 
February 4, 1959, requesting the views of the Bureau of the Budget 
on S. 846, a bill to provide that the lock and dam referred to as the 
Cannelton lock and dam, near Cannelton, Ind., on the Ohio River, 
shall hereafter be known and designated as the George Ewing lock 
and dam. 

The purpose of the bill is clearly stated in its title. 

The Bureau of the Budget would have no objection to enactment 
of S. 846. 

Sincerely yours, 
Puaitur S. Huaues, 
Assistant Director for Legislative Reference. 


O 
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AUTHORIZING THE UTILIZATION OF A LIMITED AMOUNT OF 
STORAGE SPACE IN TABLE ROCK RESERVOIR, MO., FOR THE 
PURPOSE OF WATER SUPPLY FOR A FISH HATCHERY 


May 11, 1959.—Ordered to be printed - 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8. 42] 


The Committee on Public Works, to whom was referred the bill 
(S. 42) to authorize the utilization of a limited amount of storage 
space in Table Rock Reservoir for the purpose of water supply for a 
fish hatchery, having considered the same, report favorably thereon 
with amendments and recommend that the bill, as amended, do pass. 

The amendments are as follows: 

Page 1, line 7, strike out “twenty” and insert in lieu thereof “twenty- 
seven’’. 

Page 1, line 9, strike out “twenty-five” and insert in lieu thereof 
“twenty-two”’. 

PURPOSE OF THE BILL 


The purpose of S. 42, as amended, is to authorize the Secretary of 
the Army, acting through the Chief of Engineers, to make available a 
maximum of 27,000 acre-feet of storage space in the Table Rock 
Reservoir, White River, Mo., without reimbursement, to provide a 
regulated flow of not to exceed 22 cubic feet per second for operation 
of a fish hatchery by the State of Missouri, on such terms and condi- 
tions as the Secretary of the Army may deem advisable. Nothing in 
the bill would affect water rights under State law. 


GENERAL STATEMENT 


The Table Rock Dam site is on the White River in Taney County, 
Mo., about 8 miles upstream and southwest of Branson, Mo. The 
project was authorized by the Flood Control Act of August 18, 1941, 
and is a part of the comprehensive plan for flood control and other 
purposes in the White River Basin. The dam is a concrete-gravity 
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structure with rolled-earth-fill abutment sections, having a total length 
of 6,423 feet, and a height of 252 feet. The reservoir will have a total 
storage capacity of 3,462,000 acre-feet, of which 760,000 acre-feet 
will be for flood control and 2,702,000 acre-feet for power. The power 
installation will consist of four 50,000-kilowatt generating units. The 
estimated cost of the project is $67,500,000, and it is nearing comple- 
tion. Being located in the Ozark Mountain area near large centers of 
population, the reservoir has extensive recreational capabilities. 

The Table Rock Reservoir is located in the scenic Ozark Mountain 
region of southern Missouri, which is visited by thousands of tourists 
and vacationers annually. Table Rock and other reservoirs on the 
White River and tributaries have greatly enhanced the fisheries of the 
basin, and they also provide cool waters satisfactory for trout popula- 
tion and propagation. The Fish and Wildlife Service and State 
fishery agencies determined that additional new fish hatcheries would 
be required to stock the waters of the reservoirs and streams properly 
and regularly to further enhance fishing in that part of the State, 

articularly trout fishing, which is increasing in popularity. The 
Aissouri Conservation Commission was granted a permit to build 
a new fish hatchery on Government lands immediately below the 
Table Rock Dam. 

The Department of the Army authorized the Missouri Conserva- 
tion Commission to withdraw up to 10,000 gallons of water per minute 
from the Table Rock Reservoir on an interim basis for operating the 
fish hatchery until such time as the generation of hydroelectric power 
is initiated. Filling of the reservoir began in November 1958, although 
some storage was effective for flood control in both 1957 and 1958. 
The Corps of Engineers recently advised the commission that the 
water level in the reservoir was near the point where the water supply 
for the hatchery would be discontinued unless the required congres- 
sional authorization for its continued use is obtained. 

The committee was advised that the storage to operate the fish 
hatchery could be obtained from either the flood-control storage, 
power storage, or from seasonal pool operation. This would result 
in a slight reduction of project benefits, but such reduction would be 
quite small in relation to total project benefits and would be more 
than offset by the benefits provided by operation of the fish hatchery. 
Since the Table Rock Reservoir project was authorized for flood 
control and power purposes only, it is considered that additional 
authority is necessary to reallocate a portion of the storage capacity 
for operation of the hatchery. 


AMENDMENTS 


Studies have determined that 27,000 acre-feet of storage space will 
be required to provide the requested 10,000 gallons per minute, or 
about 22 cubic feet per second, and the committee recommends 
amendments to the bill to provide those amounts. 


RECOMMENDATIONS 


The committee recommends approval of S. 42, as amended, to 
ermit utilization of this source of fresh cold water from the Table 
ock Reservoir to preserve the trout now in the hatchery, and to 
improve the development of the fishing and recreational resources so 
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important to this region of Missouri. The committee considers the 
amount of water involved in this bill to be quite small in relation 
to the total storage capacity of the reservoir, and it will be used by 
the State of Missouri for a very worthwhile purpose in connection 
with a State-owned fish hatchery. The benefits produced will be 
widespread and public in nature; therefore the committee considers 
it equitable that no reimbursement for the reservation of storage 
space be required. 

Favorable reports on S. 42 from the Bureau of the Budget and the 
Secretary of the Army are as follows: 


EXeEcuTIvVE OFFICE OF THE PRESIDENT, 
Bureav or THE Bupaer, 
Washington, D.C., May 4, 1959. 
Hon. Dennis CHAvEz, ee 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarrman: This will acknowledge your letter of 
January 15, 1959, requesting the views of the Bureau of the Budget 
on S. 42, a bill to authorize the utilization of a limited amount of 
storage space in Table Rock Reservoir for the purpose of water supply 
for a fish hatchery. 

This would modify the existing Federal project for Table Rock 
Reservoir by authorizing the Secretary of the Army, acting through 
the Chief of Engineers, to make available a maximum of 20,000 acre- 
feet of storage space in the reservoir to provide a regulated flow of 
not to exceed 25 cubic feet per second for operation by the State of 
Missouri of a fish hatchery without reimbursement on such terms and 
conditions as the Secretary of the Army may deem reasonable. 

The Secretary of the Army, in a report he is sending to your com- 
mittee on this bill, points out that the Department has heretofore 
authorized the Missouri Conservation Commission to withdraw up to 
10,000 gallons per minute for the hatchery on an interim basis. Pre- 
liminary information indicated that about 20,000 acre-feet of storage 
space would yield the 10,000 gallons per minute supply requested by 
the commission. The Secretary points out that further and more 
detailed studies show that 27,000 acre-feet of storage space will be 
needed to provide the requested 10,000 gallons per minute, about 22 
cubic feet per second. The Secretary of the Army, therefore, recom- 
mends that the references in the bill to 20,000 acre-feet of storage space 
and rate of flow of 25 cubic feet per second should be modified to pro- 
vide for 27,000 acre-feet of storage space and rate of flow of about 22 
cubic feet per second. 

On the basis of the refined hydraulic computations, the Bureau of 
the Budget concurs in the views of the Secretary of the Army. Subject 
to revision of the bill as outlined above to provide 27,000 acre-feet of 
storage space estimated to provide a flow of 22 cubic feet per second, 
the Bureau of the Budget would have no objection to the enactment 
of S. 42. 

Sincerely yours, 
Puariturp S. Huenes, 
Assistant Director for Legislative Reference. 
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DEPARTMENT OF THE ARMY, 
Washington, D.C., May 4, 1959. 
Hon. Dennis CHAvEz, 
Chairman, Committee on Public Works, U.S. Senate. 


Dear Mr. Cuarrman: Reference is made to your request for the 
views of the Department of the Army with respect to S. 42, 86th Con- 
gress, a bill to authorize the utilization of a limited amount of storage 
space in Table Rock Reservoir for the purpose of water supply for a 
fish hatchery. 

The bill would authorize the Secretary of the Army, acting through 
the Chief of Engineers, to make available a maximum of 20,000 acre- 
feet of storage space in the Table Rock Reservoir to provide a regulated 
flow of not to exceed 25 cubic feet per second for operation by the 
State of Missouri of a fish hatchery without reimbursement on such 
— and conditions as the Secretary of the Army may deem reason- 
able. 

The Table Rock project was authorized by the Flood Control Act 
approved August 18, 1941 (55 Stat. 638), as one unit of a comprehensive 
plan for flood control and other purposes in the White River Basin in 
accordance with the recommendations of the Chief of Engineers in 
House Document No. 917, 76th Congress. The project as now 
being constructed will have a total storage capacity of about 3,462,000 
acre-feet, of which 760,000 acre-feet will be for flood control and 
2,702,000 acre-feet will be for generation of hydroelectric power. 

Table Rock and other reservoirs on the White River have enhanced 
the fisheries of that basin. In addition they provide cool waters 
which are satisfactory for a trout population. In recognition of the 
added potential, the Fish and Wildlife Service and State fishery 
agencies determined that additional new hatcheries would be required 
to stock those waters properly and regularly to further enhance fishing 
in that part of the State. Subsequently the Missouri Conservation 
Commission requested and was granted a permit to build a new 
hatchery on Government lands immediately below Table Rock Dam. 
Recent experience in other parts of the river indicates an increasing 
popularity of trout fishing and it may soon surpass the former warm- 
water fishery in value to the area. 

The Department has heretofore authorized the Missouri Conserva- 
tion Commission to withdraw up to 10,000 gallons per minute for the 
hatchery on an interim basis until such time as the generation of 
hydro power is initiated. Filling of the reservoir began in November 
1958, and it is expected that, under normal flow conditions, water will 
be available to start power generation about April 15, 1959. Con- 
gressional authorization will be required at that time in order to permit 
continued withdrawal of water for the hatchery. 

Preliminary information indicated that about 20,000 acre-feet of 
storage space would yield a firm supply of 10,000 gallons per minute 
requested by the Missouri Conservation Commission. Those studies 
have been further refined, and it has been determined that 27,000 
acre-feet of storage space will be needed to provide the requested 
10,000 gallons per minute, about 22 cubic feet per second. Accord- 
ingly, those references in the bill to 20,000 acre-feet of storage space 
and rate of flow of 25 cubic feet per second should be modified to 
provide for 27,000 acre-feet of storage space and rate of flow of about 
22 cubic feet per second. 
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Studies show that the storage to operate the fish hatchery may be 
obtained from either the flood control storage, power storage, or from 
seasonal pool operation. This will result in some diminution of project 
benefits, but these will be quite small in relation to total project bene- 
fits and are expected to be more than offset by benefits stemming from 
operation of the fish hatchery. Since the Table Rock Reservoir 
project was authorized only for flood control and power purposes, it is 
considered that additional authority is necessary to reallocate a por- 
tion of the storage capacity to operate the hatchery. 

The amount of water involved in this proposal is quite small and 
will be used by the State for a worthwhile purpose in connection with 
a fish hatchery which the State is providing and which will produce 
benefits which are widespread and essentially public in nature. Con- 
sequently, it is considered equitable that no. reimbursement be 
required. 

Subject to revision of the bill as outlined above to provide 27,000 
acre-feet of storage space estimated to provide a flow of 22 cubic feet 
per second, the Department of the Army would have no objection to 
enactment of S. 42. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 
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PROVIDING FOR ACQUISITION OF ADDITIONAL LAND 
ALONG THE MOUNT VERNON MEMORIAL HIGHWAY IN 
EXCHANGE FOR CERTAIN DREDGING PRIVILEGES 


May 11, 1959.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


(To accompany H.R. 2228] 


The Committee on Public Works, to whom was referred the bill 
(H.R. 2228) to provide for the acquisition of additional land along the 
Mount Vernon Memorial Highway in exchange for certain dredging 

rivileges, and for other purposes, having considered the same, report 
avorably thereon without amendment and recommend that the bill 
do pass. 
PURPOSE OF THE BILL 


The purpose of H.R. 2228 is to authorize the Secretary of the Interior 
to acquire certain lands in exchange for dredging and other rights on 
lands already owned by the United States located on the east side of 
the Mount Vernon Memorial Parkway in Fairfax County, Va., and 
to administer the area for the management and protection of fish 
and wildlife following completion of dredging operations, and for the 
protection of the parkway. 


GENERAL STATEMENT 


The bill covers two adjoining parcels of land located along the east 
side of the Mount Vernon Memorial Highway just south of Hunting 
Creek in the State of Virginia and extending from the highway to the 
Potomac River. It authorizes the Federal Government, through the 
Secretary of the Interior, to accept from the Smoot Sand & Gravel 
Corp., the present owners of the property, fee simple title to a strip 
of land below Hunting Creek, approximately 5,700 feet in length, 
oparacimeseny 800 feet in width, containing 110 acres, more or less, 
plus fee simple title to an adjoining area of 150 acres, more or less, 
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also owned by Smoot Sand & Gravel Corp. It would permit Smoot 
Sand & Gravel Corp. to reserve the right to remove sand and gravel 
from this 150-acre tract for a period of 30 years, and it would further 
reserve to Smoot Sand & Gravel Corp. for the same 30-year period 
such riparian rights as are appurtenant to this 150-acre tract. 

In exchange for the deed to the approximately 260 acres, the Federal 
Government would grant to the Smoot Sand & Gravel Corp. the priv- 
ilege of dredging sand and gravel for a period of 20 years from approxi- 
mately 85 acres out of some 110 acres of land belonging to the United 
States. The 110 acres lie along the Potomac River approximately 
800 feet east of the Mount Vernon Memorial Highway and directly 
north of and bordering on the approximately 260 acres to be deeded 
to the Secretary of the Interior. All dredging to be performed by the 
Smoot Sand & Gravel Corp. would be in accordance with the plans 
recommended by the Chief of Engineers and authorized by the 
Secretary of the Army. 

The Secretary of the Interior and the Secretary of the Army are 
authorized to prescribe such terms and conditions as are necessary to 
protect, the interest of the United States in carrying out any contracts 
entered into under the bill, and to administer the area so that fish and 
wildlife development and their preservation and its utilization as a 
wet land wildlife habitat is paramount, except on such portion as 
designated by the Secretary of the Interior as a part of the George 
Washington Memorial Parkway. 


DISCUSSION 


The committee is of the opinion that the exchange of lands for dredg- 
ing rights as provided in H.R. 2228 would greatly enhance the value of 
the Mount Vernon Memorial Highway. The highway is the main 
approach to one of the Nation’s shrines at Mount Vernon and is 
traveled yearly by thousands of visitors to the area. The additional 
acreage to be acquired under the bill will permit further necessary 
widening of the parkway, and preserve the scenic nature of the area 
traversed by the parkway. It would also preclude the possibility of 
dredging operations which might endanger the highway. 

If the land in question is not acquired at this time, it will increase in 
value and remain available for private use and possible commercial 
development which could affect future improvement and enhance- 
ment of the parkway. When the gravel company begins dredging on 
the 260 acres they now own, it would be possible for dredging opera- 
tions to be carried on in such areas and to such an extent that the park- 
way would be seriously affected, and the available area for widening 
the highway utilized in such operations. 

The committee believes that enactment of this legislation would 
result in the preservation of a small net acreage of marshland that will 
penrene an additional wildlife habitat in the immediate vicinity. 

ishery resources of the Potomac River will not be affected by enact- 
ment of H.R. 2228. In the administration of the area to provide for 
maximum fish and wildlife development and preservation, the com- 
mittee does not contemplate that construction of a boat marina or 
other similar facilities in the area would be permitted. 

The committee is of the opinion that H.R. 2228 provides desired 
protection for the Mount Vernon Memorial Parkway on terms that 
are reasonable and equitable to the Federal Government, that. the fish 
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and wildlife aspects of the area are adequately protected, and that 
dredging operations can be carried on in such manner that portions of 
the area can receive depositions to permit their future reclamation, 
Variations in language in the bill relative to authorizations to the 
Secretary of the Interior to perform certain functions and the man- 
datory requirement for administration of all the lands are believed 
synonymous. 

No expenditure of Federal funds is involved. 

The committee recommends enactment of H.R. 2228. 


AGENCY REPORTS 


Favorable reports from the interested Federal agencies are as 
follows: j 
U.S. DepartMEent of THE LyfERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 6, 1959. 
Hon. Cuarizes A. Buck.ey, 
Chairman, Committee on Publie Works, 


House of Representatives, Washington, D.C. 


Dear Mr. Buckiey: Your committee has requested a report. on 
H.R. 2228, a bill to provide for the acquisition of additional land along 
the Mount Vernon Memorial Highway in exchange for certain dredg- 
ing privileges, and for other purposes. 

. Ve recommend the enactment of H.R. 2228, if amended as suggested 
erein. 

This bill involves two adjoining parcels of land lying along the east 
side of Mount Vernon Memorial Highway just south of Hunting 
Creek and extending from the highway to the Potomac River. It 
would authorize the Federal Government to accept from the Smoot 
Sand & Gravel Corp. the fee simple title of a strip of land below 
Hunting Creek, approximately 5,700 feet in length, averaging approxi- 
mately 800 feet in width, and containing 110 acres, more or less, and 
also the fee simple title to an adjoining area of 150 acres, more or less, 
now owned by the Smoot Sand & Gravel Corp., subject to a reservation 
of the right to remove sand and gravel from this tract for a period of 
30 years, and for the same period reserving such riparian rights as 
are appurtenant thereto. In consideration for the transfer of title 
to the Federal Government of the above-mentioned tracts by the 
Smoot Sand & Gravel Corp., that corporation would be granted the 
privilege of dredging sand and gravel from approximately 85 acres 
of land belonging to the United States and lying along the Potomac 
River, and approximately 800 feet east of the Mount Vernon Memorial 
Highway. 

The bill also would authorize the Secretary of the Interior to impose 
appropriate restrictions for removal of the sand and gravel, to establish 
certain mutually beneficial access rights for both parties to the trans- 
ferred lands and contiguous Government lands, and, in cooperation 
with the Secretary of the Army, to prescribe terms and conditions 
necessary to protect the interests of the United States. 

The exchange of land for dredging rights as provided in the bill 
would greatly enhance the Mount Weation Memorial Highway by 
widening the present parkway at this location, and in affording an 
increased vista area of approximately 110 acres of fast land and ap- 
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proximately 150 acres in scenic or shoreland property. Moreover, 
the exchange would provide advantageous possibilities for improving 
this parkway along the river front for approximately 1 mile. If this 
private land is not acquired at this time, it would remain available 
for utilization for private development which would be inimical to 
the full development and the administration of the parkway. 

The net result would be that the Government would acquire approxi- 
mately 110 acres lying along the east side of the highway. This 
Department feels that the bill would achieve desired protection of 
Mount Vernon Memorial Highway on terms that are reasonable and 
equitable, and favorable to the Government. The exchange provided 
for in the bill would further result in the preservation of a small net 
acreage of marsh and represents an equitable proposal from a wildlife 
habitat standpoint. The fishery resources of the Potomac River 
would not be affected appreciably by the proposal. 

We suggest that the bill be amended on page 2, line 5, by deleting 
the words “Park and”; on page 3, line 21, by deleting the word “war’’ 
and inserting in lieu thereof “the Army”; and at page 4, line 7, by 
deleting the word “war” and inserting “the Army”’. 

Inasmuch as the exchange of land is to be made without monetary 
consideration, there will be no expense or cost to the Government 
resulting from the passage of the bill. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior. 





DEPARTMENT OF THE ARMY, 
Washington, D.C., February 10, 1959. 
Hon. Cuarues A. Buckiey, 
Chairman, Committee on Public Works, 
House of Representatives. 


Dear Mr. CuatrMan: Reference is made to your request for the 
views of the Department of the Army with respect to H.R. 2228, 86th 
Congress, a bill to provide for the acquisition of additional land along 
the Mount Vernon Memorial Highway in exchange for certain dredg- 
ing privileges, and for other purposes. 

This bill would authorize the Secretary of the Interior to acquire 
from the Smoot Sand & Gravel Corp. certain lands along the Mount 
Vernon Memorial Highway in Fairfax County, Va., in exchange for 
which the corporation would be permitted to remove sand and gravel 
from certain federally owned lands lying along the Potomac River. 

The interest of the Department of the Army in this bill is confined 
to such dredging operations as may be performed in navigable waters 
in connection with the removal of sand and gravel and as to any effect 
which such operations may have on commerce and navigation. Para- 
graph (d) on page 4 of the bill provides that all dredging shall be 

erformed in accordance with plans recommended by the Chief of 

ngineers and authorized by the Secretary of the Army as provided in 
section 10 of the act of Congress approved March 3, 1899 (33 U.S.C. 
403). 
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The Department of the Army has no objection to the above- 
mentioned bill. If the committee gives favorable consideration to 
the bill, the references to the Secretary of “‘War” on line 21 of page 3 
and line 7 of page 4 should be changed to Secretary of “the Army”’, 
and the words ‘‘as amended” in line 9 of page 4 should be deleted. 


The Bureau of the Budget advises that there is no objection to the 
submission of this report. 


Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 





Tue SEcRETARY OF COMMERCE, 
Washington, D.C., February 11, 1959. 
Hon. Cuarues A. Buck Ley, ‘i 
Chairman, Committee on Public Works, 
House of Representatives, 

Washington, D.C. 


Dear Mr. CuarrMan: This is in reply to your request of January 
19, 1959, for the views of this Department concerning H.R. 2228, a 
bill to provide for the acquisition of additional land along the Mount 
Vernon Memorial Highway in exchange for certain dredging priv- 
ileges, and for other purposes. 

he Department of Commerce would interpose no objection to 
enactment of the pending bill. 

The proposed legislation would authorize the Secretary of the 
Interior to carry out certain transactions with the Smoot Sand & 
Gravel Corp. in order to protect the Mount Vernon Memorial Highway 
and to add further to its memorial character. The Secretary of the 
Interior would acquire specified lands in the area of the Mount Vernon 
Memorial Parkway, and the Potomac River, in exchange for certain 
dredging and other rights on land already owned by the United States 
on the east side of the Mount Vernon Memorial Parkway in Fairfax 
County, Va. 

It would appear that the proposed exchange may be advantageous 
to the Government if the dredging operations are to be confined to 
areas under water and if none of the fast land is to be dredged away. 
Paragraph (4) under subsection (a) on page 3 of the bill is cppateatts 
intended to provide for this, inasmuch as the scope of the dredging 
operations would be so limited and so conducted as not to undermine 
the adjacent shores of specified areas. 

The Department of Commerce offers no further comment with re- 
spect to H.R. 2228 and would interpose no objection to its enactment. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this report to your committee. 

Sincerely yours, 
F. H. Muster, 
Acting Secretary of Commerce. 


O 
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INCREASING FROM 5 TO 7 YEARS THE PERIOD IN WHICH CON- 
STRUCTION SHALL COMMENCE ON CERTAIN RIGHTS-OF-WAY 
ACQUIRED ON ANY OF THE FEDERAL-AID HIGHWAY SYSTEMS 


Mar 11, 1959.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H.R. 4695) 


The Committee on Public Works, to whom was referred the bill 
(H.R. 4695) to amend section 108(a) of title 23 of the United States 
Code to increase the period in which actual construction shall com- 
mence on rights-of-way acquired in anticipation of such construction 
from 5 years to 7 years, and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to amend subsection (a) of section 108 of 
title 23 of the United States Code, which was contained in section 
110(a) of the Federal-Aid Highway Act of 1956, to increase from 5 to 
7 years the period in which construction must be commenced on 
rights-of-way which are acquired in anticipation of use with funds 
made available for expenditure on the Federal-aid highway systems. 
The bill further provides that such 7-year period shall be applicable 
with respect to agreements entered into before the date of enactment 


of the bill, which agreements presently provide for 5-year periods in 
accordance with existing law; 


GENERAL STATEMENT 


Section 108(a) of title 23 of the United States Code requires that 
where Federal-aid funds are used to participate in the advance 
acquisition of rights-of-way— 


the agreement between the Secretary of Commerce and the 
State highway department for the reimbursement of the 
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cost of such rights-of-way shall provide for the actual con- 
struction of a road on such rights-of-way within a period not 
exceeding 5 years following the fiscal year in which such 
request is made, 


The committee was advised with respect to a similar bill during the 
85th Congress that State highway departments are hampered by the 
5-year limitation on the acquisition of rights-of-way prior to construc- 
tion. Acquisition of rights-of-way in advance of construction is 
desirable in that it enables the State highway departments to plan and 
construct highways without unnecessary delays. However, if the 
period between the advance of funds to enable acquisition in anticipa- 
tion of future needs and the time the construction on such rights-of- 
way is required is not sufficient, the benefits which would otherwise 
accrue from such a procedure would be lost. 

Under the present Bureau of Public Roads interpretation, the 
request is not formally made until a firm agreement is entered into 
with the State. The time limitation period begins on the first day 
of the fiscal year following the fiscal year in which the request is made 
and would terminate 7 years thereafter. When a State has awarded 
a contract for the construction of a section of the highway, including 
structures thereon, upon a reasonable portion of the right-of-way 
covered by the right-of-way project agreement, and has proceeded 
with sufficient actual work to give visual evidence of the State’s good 
faith and intention to plan and proceed with the construction in an 
orderly manner to complete construction of the entire length of the 
highway covered, the time period shall deem to have terminated. 

In order to be sure that there is no question in the case of existing 
agreements, section 2 of the bill, H.R. 4695, provides that every right- 
of-way project agreement entered into before the date of enactment of 
the bill under section 110(a) of the Federal-Aid Highway Act of 1956 
or section 108(a) of title 23 of the United States Code shall be deemed 
to provide for construction within a period of 7 years following the 
fiscal year in which the request is made, rather than within the 5-year 
cediek which the agreements actually provide. 

H.R. 4695 is a technical amendment. A similar bill passed the 
Senate on July 28, 1958, was approved August 6, 1958, and became 
Public Law 597, 85th Congress. The Highway Codification Law, 
Public Law 767, 85th Congress, passed the Senate August 5, 1958, 
amendments were approved by the House August 13, and it was 
approved August 27. Since Public Law 767 contained a 5-year time 
limitation, and it was approved last, it was considered to have negated 
the provisions of Public Law 597. It was the intent at that time 
that the 7-year time limitation would be applicable. 

Enactment of this legislation would involve no additional expend- 
iture of Federal funds. 

AGENCY COMMENTS 


The following comments were made by the Secretary of Commerce 
on H.R. 10426 (85th Cong.) which became Public Law 597, 85th 
Congress. The committee believes these comments would be equally 
applicable with respect to H.R. 4695. 
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Tue Secretary or ComMMERCE, 
Washington, D.C., June 12, 1968. 
Hon. Cuaries A. Bucktey, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuarrman: This is in reply to your request for the views 
of this Department on H.R. 10426, a bill to provide that the Federal- 
Aid Highway Act of 1956 (Public Law 627, 84th Cong., ch. 462, 2d 
sess.) shall be amended to increase the period in which actual construc- 
tion shall commence on rights-of-way acquired in anticipation of such 
construction from 5 years to 7 years following the fiscal year in which 
such request is made. 

The bill would increase from 5 to 7 years the period within which 
construction must commence on rights-of-way which are acquired in 
anticipation of use with funds advanced under section 110(a) of the 
Federal-Aid Highway Act of 1956. 

The acquisition of rights-of-way in advance of construction is 
desirable in that it enables the State highway departments to plan 
and construct highways without unnecessary delays. However, if the 
period between the advance of funds to enable acquisition in anticipa- 
tion of future needs and the time the construction on such rights-of- 
way is required is not sufficient, the benefits which would otherwise 
accrue from such a procedure would be lost. Although experience in 
the 2 years since the enactment of this provision has not been suffi- 
cient to indicate whether the 5-year period is adequate, it is our belief 
that 7 years constitutes a reasonable period and will facilitate the 
planning and construction of the Interstate System. 

For the foregoing reasons, the Department would interpose no 
objection to the enactment of H.R. 10426. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this report to your committee. 

Sincerely yours, 
SincLain WEEKs, 
Secretary of Commerce. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXITX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
reported are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 108(a) or Tire 23, Unirep Srates Copp 


§ 108. Advance acquisition of rights-of-way 


(a) For the purpose of facilitating the acquisition of rights-of-way 
on any of the Federal-aid highway systems, including the Interstate 
System, in the most expeditious and economical manner, and recog- 
nizing that the acquisition of rights-of-way requires lengthy planning 
and negotiations if it is to be done at a reasonable cost, the Secretary, 
upon the request of the State highway department, is authorized to 
make available the funds apportioned to any State for expenditure on 
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any of the Federal-aid highway systems, including the Interstate 
System, for acquisition of rights-of-way, in anticipation of construction 
and under such rules and regulations as the Secretary may prescribe. 
The agreement between the Secretary and the State highway depart- 
ment for the reimbursement of the cost of such rights-of-way shall 
provide for the actual construction of a road on such rights-of-way 
within a period not exceeding [five] seven years following the fiscal 
year in which such request is made. 


O 
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TRAINING OF POSTMASTERS 


May 12, 1959.—Ordered to be printed 


- 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany H.R. 4597] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H.R. 4597) to provide for the training of postmasters 
under the Government Employees Training Act, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


STATEMENT 


The purpose of this bill is to amend the Government Employees 
Training Act (Public Law 85-507) so as to include postmasters within 
the provisions of that act. Section 4(a)(5) of the act excludes post- 
masters unless individually designated by the President for traming 
under the act. This requirement presents a tremendous volume of 
needless paperwork in the Post Office Department, the Bureau of the 
Budget, and in the Office of the President. 


EXPLANATION 


The Government Employees Training Act provides uniform and 
comprehensive authority to the departments and agencies for the 
training of civilian employees under the direction and subject to the 
control of the Civil Service Commission subject to certain exclusions 
among which is paragraph 5, reading as follows: 


(5) any individual appointed by the President by 
and with the advice and consent of the Senate or by the 
President alone, unless such individual is specifically 
antes by the President for training under this 

se 
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The Attorney General has ruled that postmasters to be eligible for 
training must be designated by the President by individual name and 
office. The provisions of the bill will eliminate the necessity for 
securing such individual designation by the President and will allow 
the Postmaster General to select postmasters for training as necessary 
and desirable for the efficient operation of the postal service. 

The Post Office Department thinks it necessary that such authority 
be provided in view of which the committee recommends that the 
exclusion of postmasters from training be eliminated as proposed. 


Cost 


The Department states that it does not anticipate that adoption of 
this measure will increase the expense of operating the postal service. 


AGENCY VIEWS 


Following is a letter from the Post Office Department on S. 1252 
an identical bill: 
Post Orrice DEPARTMENT, 
Orrice OF THE PostMAsTER GENERAL, 
Washington, D.C., April 7, 1959. 
Hon. Ourn D. Jonnston, 
Chairman, Committee on Post Office and Civil Service, 
U.S. Senate, Washington, D.C. 

Dear Mr, CuatrMan: Reference is made to S. 1252, a bill to pro- 
vide for the training of postmasters under the Government Employees 
Training Act, 

The Department is in favor of this legislation and urges its early 
enactment. 

The bill will amend the Government Employees Training Act by 
including postmasters within the provisions of that act. Under 
section 4(a)(5) of the act, postmasters are excluded from the training 
provisions unless each one is specifically designated by the President 
for training under the act. The provision has been interpreted to 
mean that the President may not by blanket designation cover all 
postmasters within the act and must act individually in each case on 
each occasion that training of a postmaster is found essential. This 
presents, as | am sure the Congress will understand, a tremendous 
volume of needless paperwork requiring attention not only in the 
Post Office Department but in the Bureau of the Budget and in the 
Office of the President as well. 

The Department has undertaken long range management improve- 
ment activities in the postal field service, and the outcome depends 
largely on the effectiveness of postmasters as managers. Improve- 
ments in moving the mail require a knowledge of modern management 
techniques, and the development of skills to meet technological 
changes. In the past the Department has utilized the services and 
facilities of educational institutions for the training of its employees, 
including postmasters, as well as providing training within the Postal 
Establishment itself. The purpose of this training is to enable 
postmasters and others to keep abreast of changing policies, pro- 
cedures, and postal technology. Other programs are designed to 
afford opportunity for key field officials, including postmasters, to 
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update their understanding in such matters as organization, adminis- 
tration, and human relationships. Orientation of new postmasters is 
used also to facilitate their full effectiveness at the earliest possible 
time. If it is not possible conveniently and with a minimum of paper 
work to provide essential training for postmasters, improvements in 
the management of the postal service will be seriously retarded. 

For the foregoing reasons, we urgently recommend adoption of this 
bill. We do not anticipate that its adoption will increase the expense 
of operating the postal service, since such training has been provided 
prior to the restrictions imposed by Public Law 85-507. 

In advising the Department with respect to an identical report on 
House bills H.R. 4597 and H.R. 4598 the Bureau of the Budget advised 
that it had no objection to the submission of that report. 

Sincerely yours, 
E. Q- Sessrons, 
Deputy Postmaster General. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (new matter is printed in italic; existing law in 
which no change is proposed is shown in roman): 


GOVERNMENT EmpLoyeges TRAINING Act 


& * * * * * * 
EXCLUSION 


Sec. 4. (a) This Act shall not apply to— 

(1) the President or Vice President of the United States, 

(2) the Foreign Service of the United States under the Depart- 
ment of State, 

(3) any corporation under. the supervision of the Farm Credit 
Administration of which corporation any member of the board 
of directors is elected or appointed by private interests, 

(4) the Tennessee Valley Authority, 

(5) any individual appointed by the President by and with 
the advice and consent of the Senate (other than a postmaster) or by 
the President alone, unless such individual is specifically designated 
by the President for training under this Act, and 

(6) any individual (except an officer of the Coast and Geodetic 
Survey tn the Department of Commerce) who is a member of 
the uniformed services as defined in section 102(a) of the Career 
Compensation Act of 1949, as amended, during any period in 
which he is receiving compensation under title II of such Act. 

(b) The President is authorized— 

(1) to designate at any time in the public interest any depart- 
ment or part thereof, or any employee or employees therein 
(either individually or by groups or classes), as excepted from 
this Act or any provision of this Act (other than this section, 
section 21, and section 22), and 
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(2) to designate at any time in the public interest any such 
department or part thereof, or any such employee or employees 
therein, so excepted, as again subject to this Act or any such 
provision of this Act. 

Such authority of the President shall not include the authority to 
except the Commission from any provision of this Act which vests 
in or imposes upon the Commission any function, duty, or responsi- 
bility with respect to any matter other than the establishment, opera- 
tion, and maintenance by the Commission, in the same capacity as 
any other department, of programs of and plans of training for em- 
ployees of the Commission. 0 
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PROVIDING CERTAIN ADMINISTRATIVE AUTHORITIES 


FOR THE NATIONAL SECURITY AGENCY, AND FOR 
OTHER PURPOSES 


- 


May 12, 1959.—Ordered to be printed 


Mr. Jonnston of South Carolina, from the Committee on Post 
Office and Civil Service, submitted the following 


REPORT 


[To accompany H.R. 4599] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H.R. 4599) to provide certain administrative authori- 
ties for the National Security Agency, and for other purposes, havin 
considered the same, report favorably thereon without amendment an 
recommend that the bill do pass. 


STATEMENT 


The purpose of this legislation is to eliminate an administrative 
dilemma in which the National Security Agency and the Civil Service 
Commission find themselves by exempting the former from the 
provisions of the Classification Act of 1949, as amended. 


EXPLANATION 


The National Security Agency was established as an element of 
the Department of Defense to perform certain very highly classified 
functions vital to the national security. The nature of these functions 
and their relationship to the national security are such as to preclude 
the National Security Agency from disclosing to the Civil Service 
Commission personnel data and other information normally required 
by the Civil Service Commission to perform its audit, review, and 
other duties under the Classification Act. The National Security 
Agency thus is in the position, by reason of security limitations in its 
organic authority, of being prohibited from providing information 
required by the Civil Service Commission to fulfill its duties under 
the Classification Act. The Commission, in turn, is required under 
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the Classification Act to insist that it have full and accurate descrip- 
tions of each position in the Agency. 


FINDINGS 


By direction of the Civil Service Subcommittee, the staff met with 
the Director of the National Security Agency, accompanied by the 
Director of Manpower and Personnel, Deputy Director of Manpower 
and Personnel, and legal adviser to obtain a better understanding of 
the problems involved and the need for this legislation. 

In the light of the security considerations involved, it is not deemed 
appropriate to outline in detail the issues discussed or the facts 
presented by the representatives of the National Security Agency. 

It may be stated, however, that the legislation creates no new 
positions, will not result in the payment of higher salaries than 
currently authorized, and seems fully justified. The Civil Service 
Commission concurs in the view that the Agency should be exempted 
from the Classification Act as proposed by the bill. Such exemption 
would be consistent with legislation in effect with respect to other 
agencies similarly engaged in highly classified defense activities. 


cost 


The Department of Defense states that enactment of the measure 
will not result in increased costs to the Government. 


LETTER OF REQUEST 


Following is the letter from the Department of Defense requesting 
enactment of the measure: 


SECRETARY OF DEFENSE, 
Washington, January 2, 1959, 
Hon. Ricnarp M. Nixon, 
President of the Senate. 


Dear Mr. Presipent: There is forwarded herewith a draft of legis- 
lation, ““To provide certain administrative authorities for the National 
Security Agency, and for other purposes.” 

This proposal is part of the Department of Defense legislative pro- 
gram for 1959. ‘The Bureau of the Budget has advised that there 
would be no objection to the submission of this proposal for the 
consideration of the Congress. It is strongly recommended that this 
proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The National Security Agency was established over 5 years ago by 
a Presidential directive to provide centralized coordination and direc- 
tion for certain very highly classified functions vital to the national 
security. The Agency was organized as an element of the Department 
of Defense and its operations are subject to the direction and control 
of the Secretary of Defense under a special committee of the National 
Security Council. 

The proposed legislation would indirectly implement recommenda- 
tions of the Task Force on Intelligence Activities of the Commission 
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on Organization of the Executive Branch of the Government, and is 
designed to overcome difficulties which the Commission found had 
seriously handicapped the Agency in the accomplishinent of its mission. 
As stated in the preface to the Commission’s repert to Congress on 
intelligence activities, dated June 29, 1955, the task force prepared 
a supplemental, highly classified report which was not considered by 
the Commission, but was sent directly to the President because of its 
extremely sensitive content. The recommendations with respect to 
the National Security Agency were contained in this classified report. 

The civilian pet rsonnel administration of the Avency is presently 
subject to general supervision and control by the ( tivil Service Com- 
mission. Howeve r, detailed review of Agency actions by the Commis- 
sion has not been practicable because of security considerations. 
This creates an undesirable situation in which the Cqammission has a 
limited responsibility for supervising National Security Agency per- 
sonnel actions but an even more limited opportunity for discharging 
that responsibility. The Commission concurs in the view that the 
Agency should be exempted from the Classification Act, subject to 
the limitations stated in the bill. Such exemption would be consistent 
with the treatment presently accorded other agencies engaged in 
spec ‘ialized or highly classified defense activities. 

The unique and highly sensitive activities of the Agency require 
extreme security measures. The bill, therefore, includes provisions 
exempting the Agency from statutory requirements involving dis- 
closures of organizational and functional matters which should be 
protected in the interest of national defense. 


COST AND BUDGET DATA 


The enactment of the proposed bill would not result in increased 
costs to the Government, 


Sincerely yours, 
Donatp A. QuaRuegs, Acting. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
aw in which no change is proposed is shown in roman): 


Section 202 or THe Cuassirication Act or 1949, as AMENDED 
(5 U.S.C. 1082) 


TITLE II—COVERAGE AND EXEMPTIONS 


* * * * * * * 


Sec. 202. This Act (except title XII) shall not apply to— 

(1) the field service of the Post Office Department, for which 
the salary rates are fixed by Public Law 134, Seventy-ninth 
Congress, approved July 6, 1945, as amended and supplemented; 

(2) the Foreign Service of the United States under the De- 

artment of State, for which the salary rates are fixed by the 
“oreign Service Act of 1946, as supplemented by Public Law 160, 
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Eighty-first Congress, approved July 6, 1949; and positions in or 
under the Department of State which are (A) connected with 
the representation of the United States to international organiza- 
tions; or (B) specifically exempted by law from the Classification 
Act of 1923, as amended, or any other classification or compen- 
sation law; 

(3) physicians, dentists, nurses, and other employees in the 
Department of Medicine and Surgery in the Veterans’ Adminis- 
tration, whose compensation is fixed under chapter 73 of title 38, 
United States Code; 

(4) teachers, school officers, and employees of the Board of 
Education of the District of Columbia, whose compensation is 
fixed under the District of Columbia Teachers’ Salary Act of 
1947, as supplemented by Public Law 151, Eighty-first Congress, 
approved Fine 30, 1949; and the chief judge and the associate 
judges of the Municipal Court of Appeals for the District of 
Columbia, and of the Municipal Court for the District of 
Columbia; 

(5) officers and members of the Metropolitan Police, the Fire 
Department of the District of Columbia, the United States Park 
Police, and the White House Police; 

(6) lighthouse keepers and civilian employees on lightships and 
vessels of the Coast Guard, whose compensation is fixed under 
authority of section 432 (f) and (g) of title 14 of the United 
States Code; 

(7) employees in recognized trades or crafts, or other skilled 
mechanical crafts, or in unskilled, semiskilled, or skilled manual- 
labor occupations, and other employees including foremen and 
supervisors in positions having trade, craft, or laboring experience 
and knowledge as the paramount requirement, and employees in 
the Bureau of Engraving and Printing the duties of whom are to 
perform or to direct manual or machine operations requiring 
special skill or experience, or to perform or direct the counting, 
examining, sorting, or other verification of the product of manual 
or machine operations: Provided, That the compensation of such 
employees shall be fixed and adjusted from time to time as nearly 
as is consistent with the public interest in accordance with pre- 
vailing rates: Provided further, That whenever the Civil Service 
Commission concurs in the opinion of the employing agency that 
in any given area the number of such employees is so few as to 
make prevailing rate determinations impracticable, such employee 
or employees shall be subject to the provisions of this Act which 
are applicable to positions of equivalent difficulty or responsibility. 

(8) officers and members of crews of vessels, whose compensa- 
tion shall be fixed and adjusted from time to time as nearly as is 
consistent with the public interest in accordance with prevailing 
rates and practices in the maritime industry; 

(9) employees of the Government Printing Office whose com- 
pensation is fixed under Public, Numbered 276, Sixty-eighth 
Congress, approved June 7, 1924; 

(10) civilian professors, lecturers, and instructors at the Naval 
War College and the Naval Academy whose compensation is fixed 
under Public Law 604, Seventy-ninth Congress, approved August 
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2, 1946, senior professors, professors, associate and assistant pro- 
fessors, and instructors at the Naval Postgraduate School whose 
compensation is fixed under Public Law 303, Eightieth Congress, 
approved July 31, 1947; and the Academic Dean of the Postgrad- 
uate School of the Naval Academy whose compensation is fixed 
under Public Law 402, Seventy-ninth Congress, approved June 10, 
1946; 

(11) aliens or persons not citizens of the United States who 
occupy positions outside the several States and the District of 
Columbia; 

(12) the Tennessee Valley Authority; 

(13) the Inland Waterways Corporation; 

(14) the Alaska Railroad; 

(15) the Virgin Islands Corporation; 

(16) the Central Intelligence Agency; -- 

(17) the Atomic Energy Commission; 

(18) Production Credit Corporations; 

(19) Federal Intermediate Credit Banks; 

(20) the Panama Canal Company; 

(21) (A) employees of any department who are stationed in 
the Canal Zone and (B) upon approval by the Civil Service Com- 
mission of the request of any department which has employees 
stationed in both the Republic of Panama and the Canal Zone, 
employees of such department who are stationed in the Republic 
of Panama; 

(22) employees who serve without compensation or at nominal 
rates of compensation; 

(23) employees none or only part of whose compensation is 
=a from appropriated funds of the United States: Provided, 

hat with respect to the Veterans’ Canteen Service in the Vet- 
erans’ Administration, the provisions of this paragraph shall be 
applicable only to those positions which are exempt from the 
Classification Act of 1949, pursuant to section 4202 of title 38, 
United States Code; 

(24) employees whose compensation is fixed under a coopera- 
tive agreement between the United States and (A) a State, 
Territory, or possession of the United States, or political sub- 
division thereof, or (B) a person or organization outside the 
service of the Federal Government; 

(25) student nurses, medical or dental interns, residents-in- 
training, student dietitians, student physical therapists, student 
occupational therapists, and other student employees, assigned 
or attached to a hospital, clinic, or laboratory primarily for train- 
ing purposes, whose compensation is fixed under Public Law 330, 
Eightieth Congress, approved August 4, 1947, or section 4114(b) 
of title 38, United States Code; 

(26) inmates, patients. or beneficiaries receiving care or treat- 
ment or living in Government agencies or institutions; 

(27) experts or consultants, when employed temporarily or 
intermittently in accordance with section 15 of Public Law 600, 
Seventy-ninth Congress, approved August 2, 1946; 

(28) emergency or seasonal employees whose employment is 
of uncertain or purely temporary duration, or who are employed 
for brief periods at intervals; 
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(29) persons employed on a fee, contract, or piece work basis; 

(30) persons who may lawfully perform their duties concur- 
rently with their private profession, business, or other employ- 
ment, and whose duties require only a portion of their time, 
where it is impracticable to ascertain or anticipate the proportion 
of time devoted to the service of the Federal Government; 

(31) positions for which rates of basic compensation are indi- 
vidually fixed, or expressly authorized to be fixed, by any other 
law, at or in excess of the maximum scheduled rate of the highest 
grade established by this Act[.]; 

(32) the National Security Agency. 





Section 1581(a) or Titte 10, Unirep States Cops 


§ 1581. Appointment: professional and scientific services 


(a) The Secretary of Defense may establish not more than 120+ 
civilian positions in the Department of Defense [, and not more than 
25 civilian positions in the National Security Agency,] to carry out 
research and development relating to the national defense, military 
medicine, and other activities of the Department of Defense [and the 
National Security Agency, respectively,] that require the services of 
specially qualified scientists or professional personnel. 

1 Sec. 12(a) of Public Law 85-462 operated to increase from 120 to 292 the number of positions which the 
Secretary of Defense may establish in the Department of Defense and from 25 to 50 the number of positions 


which the Secretary may establish in the National Security Agency and which require the services of 
specially qualified scientists or professional personnel. 
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AMENDING SECTION 13 OF THE DISTRICT OF COLUMBIA 
REDEVELOPMENT ACT OF 1945, AS AMENDED 


May 12, 1959.—Ordered to be printed_ - 


Mr. Frear, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8S. 1370] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1370) to amend section 13 of the District of Columbia Re- 
development Act of 1945, as amended, after full consideration, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

7 he purpose of this bill is to amend section 13 of the District of 
Columbia Redevelopment Act of 1945, as amended, so as to resolve a 
tax problem which will directly affect the redevelopment of the south- 
west section of the District of Columbia. 

The bill specifically adds to section 13 of the District of Columbia 
Redevelopment Act two provisos, the first of which authorizes the 
Commissioners, in their discretion, whenever the Redevelopment 
Land Agency shall obtain financial assistance from the Housing and 
Home Finance Administrator pursuant to the provisions of section 20 
of the Redevelopment Act of 1945, as amended, to exempt from Dis- 
trict of Columbia taxation, commencing on the first day of the fiscal 
year following acquisition, real property acquired by and titled in the 
name of the Agency, if such property be clear of any improvements or 
if such property was exempt from taxation immediately prior to its 
acquisition by the Agency. This proviso also states that any exemp- 
tion accorded the Agency by the Commissioners shall autontatically 
cease upon the leasing or sale of the property so exempted, and such 
property shall be liable to taxation by the District from the day of 
such leasing or sale. 

The second proviso of the proposed amendment to section 13 of the 
act, states that the provisions authorizing the Commissioners to ex- 
empt Agency-owned property shall not be applicable to real property 
acquired, or in process of being acquired, by the Agency pursuant to 
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a plan approved by the Housing and Home Finance Administrator 
prior to July 1, 1958. 

This legislation was requested by the Commissioners of the District 
of Columbia because of a statement of policy by the Housing and 
Home Finance Agency which, among other effects, has the effect of 
prohibiting the Redevelopment Land Agency from using funds avail- 
able to it under title I of the Housing Act of 1949, as amended, to pay 
real estate taxes on (1) redevelopment project land owned by the 
Agency after such land has been cleared, and (2) redevelopment proj- 
ect land which, prior to acquisition by the Agency, was tax exempt. 
As a result of the statement of policy issued by the Housing and Home 
Finance Agency, the government of the District of Columbia, the 
Redevelopment Land Agency, the Housing and Home Finance Agency, 
and the Bureau of the Budget entered into discussions for the purpose, 
if possible, of resolving, in connection with the redevelopment of the 
southwest section of the District of Columbia, the problem of pay- 
ment to the District by the Agency of real property taxes on realty 
acquired by the Agency. ‘These discussions centered on (1) the de- 
termination by the Housing and Home Finance Agency that, in con- 
nection with obtaining a loan and grant contract for that redevelop- 
ment project in the District of Columbia known as project area C-1, 
such contract would be subject to its policy against the use of title I 
funds to pay real estate taxes, and (2) the development that when 
the Commissioners of the District of Columbia were asked by the 
Redevelopment Land Agency to give their approval to such contract, 
the Commissioners were informed by the Corporation Counsel that 
they cannot, under existing law, legally waive the assessment and 
collection of real estate taxes. The opinion of the Corporation Counsel 
left the Commissioners without authority to approve the loan and 
grant contract for the project area known as project area C-1. 

In order to resolve the above-described difficulty, the President of 
the Board of Commissioners, and representatives of the Redevelop- 
ment Land Agency, the Bureau of the Budget, and the Department 
of General Administration have agreed that the Housing and Home 
Finance Agency will not, for project area C-1, apply its policy with 
respect to real estate taxes on the types of properties described in 
this report, with the understanding that the Commissioners, together 
with the Redevelopment Land Agency and the Bureau of the Budget, 
would seek legislation to provide the necessary legal authority for the 
Commissioners to exempt from taxation (1) property acquired by the 
Agency in redevelopment project areas after the clearance of improve- 
ments thereon, and (2) property which was exempt from taxation 
prior to acquisition by the Agency. ‘The Commissioners, in accord- 
ance with their agreement submitted this proposal to the Congress. 

The passage of this bill will conform the present Redevelopment 
Land Agency operations to the Housing and Home Finance Agenc 
regulatious, and would also result in the continued use of funds avail- 
able to the Redevelopment Land Agency from the Housing and Home 
Finance Agency. 

The total estimated loss to the District of real property taxes under 
this proposal would amount to $770,000. This would be spread out 
over a period of 15 years. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(60 Stat. 799) 
LIMITATION UPON TAX EXEMPTION 


Src. 13. Nothing contained in this Act shall be construed to author- 
ize or require the exemption of any real property from taxation. No 
real property acquired ” the Agency under this Act shall be exempt 
from taxation by reason of such acquisition or by reason of the holding 
thereof by the Agency; and, in the case of any piece of real property, 
which, under the project area redevelopment plan, is designated to 
be used for Federal or District or other tax-exempt uses, the exemption 
of such real property from taxation granted by or in the Act entitled 
“An Act to define the real property exempt from taxation in the 
District of Columbia (Public Law 846, Seventy-seventh Congress) ,” 
or other statute, shall not commence until title thereto shall have 
been transferred from the Agency to the United States or the District 
of Columbia or to a Federal or District public agency as provided in 
section 7 of this Act or sold or leased to a public redevelopment 
company or other public corporation or tax-exempt agency and may 
thereby become exempt from taxation by reason of the provisions of 
statutes other than this present Act; the intention being that owner- 
ship or operation by the Agency in the exercise of its power under this 
present Act shall not, in and of itself, produce tax exemption : Provided, 
That whenever the Agency shall obtain financial assistance from the 
Housing and Home Finance Administrator pursuant to the provisions of 
section 20 of this Act, the District Commissioners are authorized, in their 
discretion, to exempt from District of Columbia taxation, commencing on 
the first day of the fiscal year following acquisition, real property acquired 
by and titled in the name of the agency vf such property be clear of any 
amprovements or if such property was exempt from taxation immediately 
prior to its acquisition by the Agency, but any such exemption to the 
Agency shall automatically cease upon the leasing or sale by the Agency 
+ exempt property, and such property shall be liable to taxation by 
the District of Columbia from the day of such leasing or sale: Provided 
further, That nothing contained in the preceding proviso shall be con- 
strued to be applicable to real property acquired or in process of being 
acquired by the Agency pursuant to a plan approved by the Housing and 
Home Finance Administrator prior to July 1, 19658. 
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FACILITATING THE ACQUISITION OF REAL PROPERTY 


UNDER THE DISTRICT OF COLUMBIA ALLEY DWELL- 
ING ACT 


May 12, 1959.—Ordered to be printed ~ ~ 


Mr. Hartke, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 1159] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1159) to facilitate the acquisition of real property under 
the District of Columbia Alley Dwelling Act, after full consideration, 
report favorably thereon without amendment and recommend that the 
bill do pass. 

The purpose of this bill is to repeal subsection (d) of section 3 of the 
District of Columbia Alley Dwelling Act, which requires that when 
the National Capital Housing Authority acquires real property in any 
square by purchase the total amount paid shall not exceed 30 percent 
over and above the current assessed value of all property or properties 
acquired in such square. 

he Authority must acquire real property in the District of Colum- 
bia to carry out its statutory responsibility of providing decent, safe, 
and sanitary housing for families of low income in the District, and in 
so doing it has experienced a longstanding handicap in performing 
its duties because of the limitation in existing law on the prices the 
ic can pay for real property, except by condemnation pro- 
ceedings. 

The result of this limitation is that all acquisitions by the Authority 
are by condemnation proceedings, instituted by the Department of 
Justice in the U.S. District Court for the District of Columbia. Ina 
most instances, this is a more expensive and time-consuming operation 
than a direct purchase of the required property on the basis of agree- 
ments with property owners. This is especially true since the current 
eran value of many properties does not exceed 50 percent of market 
value. 

Section 2 of the bill amends subsection (a) of section 5 of the 
District of Columbia Alley Dwelling Act, as amended (sec. 5-107, 
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D.C. Code, 1951 ed.), so as to require an itemization of all properties 
purchased during each fiscal year by the National Capital Housing 
Authority, setting forth the assessed value of such properties together 
with the purchase price thereof. 

The enactment of this measure would result in more efficient and 
economical administration of the land acquisition activities of the 
Authority without removing adequate controls with respect thereto, 
and at the same time would relieve the Department. of Justice of 
additional work with its incidental costs. 

The bill was requested by and has the approval of the National 
Capital Housing Authority and the Board of Commissioners of the 
District of Columbia. The Commissioners have also been advised 
by the Bureau of the Budget that there is no objection on the part of 
that office to this bill. 

Enactment of this legislation will involve no additional expenditure 
by the District of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(48 Srat. 931; 52 Srar. 1187) 


District or Cotumpia Copg, Section 5-105 


Sec. 3. (a) The President is hereby authorized, in his discretion, 
to make immediately available to the Authority for its lawful uses 
and as needed, from the allocation made from the appropriation to 
carry out the purposes of the National Industrial Recovery Act, 
contained in the Fourth Deficiency Act, fiscal year 1935, now carried 
under the title, ‘‘National Industrial Recovery, Federal Emergency 
Administration of Public Works, Housing, 1933-1935,” symbol 
03/5666, not to exceed $500,000 of any amount thereof dedicated for 
low-cost housing and slum-clearance projects in the District of Colum- 
bia, to be set aside in the treasury and be known as “Conversion of 
inhabited alleys fund” (hereinafter referred to as the ‘“fund’’). 

(b) The Authority is hereby authorized and empowered to borrow 
such moneys from individuals or private corporations as may be 
secured by the property and assets acquired under the provisions of 
this Act, and such moneys, together with all receipts from sales, 
leases, or other sources, shall be deposited in the fund and shall be 
available for the purposes of this Act. The Authority is hereby 
authorized and empowered to accept gifts of money from private 
sources; to borrow from the treasury of the United States not to 
exceed $1,000,000 in the fiscal year ending June 30, 1939, and a like 
sum in each of the four succeeding fiscal years, upon such terms and 
conditions as the President may deem advisable, and appropriations 
for such purpose are hereby authorized out of the general fund of the 
treasury: Provided, That the Authority shall be obligated for the pay- 
ment of interest at the going federal rate as defined in the United 
States Housing Act of 1937 (U.S.C., title 42, ch. 8). 
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(c) The fund shall be available annually in such amount as may 
be specified in the annual appropriation Acts. 

[(d) The total amount paid for property or properties acquired, 
except by condemnation, in any square shall not exceed 30 per centum 
over and above the current assessed value of all the property or 
properties acquired, except by condemnation, in such square to carry 
out the provisions of this Act.] 

(e) In carrying out the provisions of this Act, the Authority is 
hereby authorized and empowered (1) to procure services or make any 

urchase without regard to the provisions of section 41, title 5, United 
States Code, provided the aggregate amount involved i is not more than 
$100, (2) to purchase books of reference, directories, and periodicals 
that are necessary in connection with its work, and (3) to secure 
architectural and engineering services on specific rojects, without 
regard to the civil service laws and the Classification Act of 1923, as 
amended (U.S.C., title 5, ch. 13): Provided, That this authorization 
shall not apply to the employment of architects and engineers by the 
Authority on a re basis. 

* * x * . 


Sec. 5. (a) The huthentt shall make a report to the President, 
which he shall transmit to Congress at the beginning of each regular 
session, giving a full and detailed account of “i operations under the 
provisions of this Act for the preceding fiscal year[.], including an 
wemization of all properties purchased during such fiscal year, setting 
forth the assessed value of such properties, together with the purchase price 
therefor. 9 
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SUPPLEMENTING AND MODIFYING THE ACT OF MAY 24, 1828 (6 
STAT. 383, CH. CXIT), INSOFAR AS IT RELATES TO THE CORPORATE 
POWERS OF THE SISTERS OF THE VISITATION, OF GEORGETOWN 
IN THE DISTRICT OF COLUMBIA 


- 


May 12, 1959.—Ordered to be printed 


Mr. Hartke, from the Committee on the District of Columbia 
submitted the following 


REPORT 


(To accompany H.R. 4282] 


The Committee on the District of Columbia, to whom was referred 
the bill (H.R. 4282) to supplement and modify the act of May 24, 
1828 (6 Stat. 383, ch. CXII), insofar as it relates to the corporate 
powers of the Sisters of the Visitation, of Georgetown in the District 
of Columbia, after full consideration, report favorably thereon 
without amendment and recommend that the bill do pass. 

The purpose of this bill is to modernize the charter by which the 
Sisters of the Visitation, of Georgetown in the District of Columbia, 
a nonprofit educational and religious corporation, operates its schools 
known as Georgetown Visitation Preparatory School and Georgetown 
Visitation Junior College, by express provision of powers and duties 
which will more nearly describe the past and present operation of the 
corporation. Specifically, the bill grants to the corporation the 
following power: 

(1) To appoint a board of trustees or a board of directors and to 
appoint specific officers of the corporation. 

(2) To create, establish, and operate schools and colleges and depart- 
ments of learning to be connected with and become a part of the 
corporation, such schools and colleges to be known as Georgetown 
Visitation Junior College and Georgetown Visitation Preparatory 
School; to appoint a dean or principal, and appoint and displace 
teaching and other personnel. 

(3) To fill vacancies occurring at any level in the administration of 
the corporation. 

(4) To prescribe the curriculums at such schools and colleges. 

(5) To grant degrees to students in attendance at Georgetown 
Visitation Preparatory School and Georgetown Visitation Junior Col- 
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lege, and such other schools and colleges so established, in the faculties, 
arts, sciences, and the liberal professions to which such persons usually 
are admitted in other and similar schools and colleges. 

(6) To establish scholastic boards and offices. 

(7) To enter into affiliation agreements with other schools whereb 
educational facilities of the corporation are made available to onal 
institutions. 

(8) To use gifts absolutely for maintaining school work now being 
done or later to be undertaken by any school established by the 
corporation. 

The bill provides further that— 

(1) The corporation shall not employ any part or all of its funds 
or income for any purpose other than those expressly provided for in 
the act of May 24, 1828, or in this proposal. 

(2) The $3,500 limitation on annual income from real estate, con- 
tained in the act of May 24, 1828, shall not apply hereafter to the 
corporation. 

(3) No misnomer of the corporation will of itself defeat or annul 
any donation, gift, grant, devise, or bequest to or from the corporation. 

(4) The right to alter, amend, or repeal the enactment of this 
measure is expressly reserved. 

Georgetown Visitation Convent was founded in 1799 on its present 
site to fill the need for a school that would offer to girls an education 
comparable to that which Georgetown College offered to boys; and 
during the more than 150 years of its existence the schools of George- 
town Visitation Convent have endeavored to preserve this educational 
tradition and purpose. 

Its schools are known as Georgetown Visitation Preparatory School 
and Georgetown Visitation Junior College; and both are accredited 
by the Middle States Association of Colleges and Secondary Schools 
by the Board of Education of the District of Columbia, the N ational 
Commission on Accrediting, and other educational organizations, 
and its junior college is a member of the American Association of 
Junior Colleges, and it is one of the oldest boarding schools for girls 
in the United States. The faculty of both schools includes 14 lay- 
women and 10 nuns. The enrollment of Georgetown Visitation 
Junior College is limited to 160 girls, and the enrollment at George- 
town Visitation Preparatory School is 237 girls, some of whom reside 
on the premises of Georgetown Visitation Convent, and others attend 
classes as day students. 

The Board of Commissioners of the District of Columbia has no 
objection to the passage of this bill and enactment of the measure 
would not incur any expense to the District of Columbia. 


O 
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AMENDING THE ACT ENTITLED “AN ACT MAKING APPROPRIA- 
TIONS TO PROVIDE FOR THE EXPENSES OF THE GOVERNMENT 
OF THE DISTRICT OF COLUMBIA FOR THE FISCAL YEAR ENDING 


JUNE 30, 1911, AND FOR OTHER PURPOSES,” APPROVED MAY 
18, 1910 





- 


May 12, 1959.—Ordered to be printed 


Mr. Beat, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany S. 866] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 866) to amend the act entitled “An act making appro- 
priations to provide for the expenses of the government of the District 
of Columbia for the fiseal year ending June 30, 1911, and for other 
purposes,” approved May 18, 1910, after full consideration, report 
au thereon without amendment and recommend that the bill 

0 pass. 

The purpose of this bill is to amend the act of May 18, 1910 (an 
act making appropriations to provide for the expenses of the govern- 
ment of the District of Columbia for the fiscal year ending June 30, 
1911) so as to provide that the separate departments of the District 
of Columbia government may include illustrations (charts, maps, and 
graphs) in their annual reports, if so authorized by the Commissioners 
of the District of Columbia, either by their order or by regulation 
approved by them. Present law (36 Stat. 381; sec. 1-239, D.C. Code) 
clearly prohibits this. 

Many of the activities of the District of Columbia are of a kind in 
which both the District and other jurisdictions might benefit from ar 
exchange of information. Examples of these activities are those 
administered by the Metropolitan Police Department, the Depart- 
ment of Highways, the Department of Public Welfare, and the De- 
partment of Sanitary Engineering. Since reports of similar activities 
conducted by other municipalities have been found to be of interest 
and benefit to the District departments administering these activities, 
it is probable that a report of the District’s activities would be of 
interest and benefit to other municipalities. Such an exchange of 
information, it is believed, would be of value to everyone concerned. 
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The modern practice in preparing reports is to use visual aids to 
the maximum extent. Photographs, maps, charts, diagrams, and 
different colors today are used to present data in easily assimilable 
form. Under existing law, however, those departments of the Dis- 
trict government which may have information available of possible 
benefit to similar departments in other communities are authorized 
to present such information only in the form of printed text material, 
notwithstanding the modern trend to the greater use of visual aids. 

Accordingly, in order to allow those departments of the District 
to present in an interesting manner information of value to the 
citizens of the District, as well as to other communities, the committee 
feels that the prohibition against illustrations in existing law should 
be changed in such manner as to allow the use of illustrations if such 
use be authorized by the Commissioners. 

Enactment of this legislation would result in a minimal expense to 
the District of Columbia, the amount of which is unascertainable at 
this time. 

The bill was favorably reported by a unanimous vote of the full 
committee. 

CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(36 Srat. 380) 


* * + x * * * 
CONTINGENT AND MISCELLANEOUS EXPENSES 


For contingent expenses of the government of the District of 
Columbia, namely: For printing, checks, books, law books, books of 
reference and periodicals, stationery; detection of frauds on the 
revenue; repairs of market houses; surveying instruments and 
implements; drawing materials; binding, rebiitinn. repairing, and 

reservation of records; maintaining and keeping in good otek the 
aboratory and apparatus in the office of the inspector of asphalt 
and cement; damages; livery, purchase, and care of horses and 
carriages or buggies not otherwise provided for; horseshoeing; ice, 
repairs to pound and vehicles, use of bicycles by inspectors in the 
engineer department not to exceed eight hundred dollars, and other 
general necessary expenses of District offices, including the sinking- 
fund office, Board of Charities, excise board, personal-tax board, 
harbor master, health department, surveyor’s office, sealer of weights 
and measures’ office, and department of insurance, and purchase of 
new apparatus and laboratory equipment in office of inspector of 
asphalt and cement, thirty-seven thousand dollars; and the com- 
missioners shall so apportion this sum as to prevent a deficiency 
therein: Provided, That horses and vehicles appropriated for in this 
Act shall not be used by the commissioners for any other purpose 
than to visit such points within the District of Columbia as it may 
be necessary to visit in order to enable them to inspect or inform 
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themselves concerning any public work or property belonging to 
the said District or to do any other act necessary to the administra- 
tion of its affairs: [Provided further, That hereafter no illustrations 
shall be used in the annual report of any department of the govern- 
ment of the District of Columbia.] Provided further, That hereafter 
no department, board, ofc, or agency of the government of the District 
of Columbia shall include any illustration in any annual report prepared 
by it unless such illustration be authorized under order or regulation 
ae by the Commissioners of the District of Columbia. 

o part of the money appropriated by this Act, except appropria- 
tions for the militia, shall be used for the purchase, livery, or main- 
tenance of horses, or for the purchase, maintenance, or repair of 
buggies or carriages and harness, except as provided for in the appro- 
priation for contingent and miscellaneous expenses or unless the 
appropriation from which the same is proposed to be paid shall 
specifically authorize such purchase, livery, maintenance and repair, 
and except also as hereinafter authorized. 

No part of the money appropriated by this Act shall be used for the 
payment of premiums or other cost of fire insurance. 

For contingent expenses of stables of the engineer department, 
including forage, shoeing, purchase and repair of vehicles, purchase 
and repair of Sena blankets, lap robes, purchase of horses, whips, 
oils, brushes, combs, sponges, chamois skins, buckets, halters, jacks, 
rubber boots and coats, medicines, and other necessary articles and 
expenses, five thousand dollars; and no expenditure on account of the 
engineer department for the items named in this paragraph shall be 
made from any other fund, except as hereinafter authorized. 

For postage for strictly official mail matter, eight thousand dollars. 

For necessary expenses, including services of collectors or bailiffs, 
in the collection of overdue personal taxes by distraint and sale and 
otherwise, and for other necessary items, four thousand dollars. 

For judicial expenses, including procurement of chains of title, the 
printing of briefs in the court of appeals of the District of Columbia, 
witness fees and expert services in District cases before the supreme 
court of said District, five thousand dollars. 

For livery of horse or horse hire for coroner’s office, jurors’ fees, 
witness fees, removal of deceased persons, making autopsies, ice, 
disinfectants, telephone service, and other necessary supplies for the 
morgue, and the necessary expenses of holding inquests, including 
stenographic services in taking testimony, and photographing uniden- 
tified bodies, four thousand dollars. 

For the purchase and maintenance of one motor vehicle for the 
official use only of the engineer commissioner and of the assistants 
to the engineer commissioner in inspection work, two thousand four 
hundred dollars, or so much thereof as may be necessary, to be imme- 
diately available. 

O 
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May 13, 1959.—Ordered to be printed 


Mr. Maenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 1234] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 1234) to extend the provisions of title XII of 
the Merchant Marine Act, 1936, relating to war risk insurance, for an 
additional 5 years, ending September 7, 1965, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


The bill would extend, for an additional 5 years, to September 7, 
1965, authority presently given to the Secretary of Commerce under 
title XII, Merchant Marine Act, 1936, as amended (46 U.S.C. 1281 
et seq.), to provide, with the approval of the President, war risk insur- 
ance and certain marine and liability insurance, when commercial 
insurance cannot be obtained on reasonable terms and conditions. 

It is standby legislation, designed to meet emergency needs. In 
the event of war between any of the four powers—United States, 
Great Britain, the U.S.S.R., and France—commercial policies presently 
being issued or in effect would be subject to automatic termination 
clauses, and U.S. vessels and cargoes could not be moved without 
adequate insurance coverage such as existing law now provides, and 
which this bill would extend for an additional 5 years. The automatic 
termination clause in the commercial policies would apply even though 
the United States was not involved in such war. 

Under the war risk and marine insurance provisions now in effect- 
and designed under this bill to be extended, the Maritime Adminis- 
tration is authorized to make immediate protection available to U.S., 
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flag vessels, both for the interim period when commercial insurance 
is automatically terminated and for the period when the full wartime 
insurance program is placed in effect. Such coverage would include 
hull, protection and indemnity, and crew life and personal effects. 

Extension of the period of coverage is sought now, in advance of 
the legal termination date, to preclude the possibility of disruption of 
U.S. ocean commerce and possible failure of American shipping to 
fulfill its responsibility for military logistics servicing in any future 
war or emergency. 

The necessity and effectiveness of the war risk insurance provided 
by the Government was demonstrated in both World Wars I and II. 
The protection afforded to both civilian and military commerce more 
than paid its way financially. 

As of March 31, 1959, binders and extensions of binders outstanding 
were: hull, 985; protection and indemnity, 951, and crew life and 
personal effects, '860. Fees for such binders and extensions have been 
collected to the date cited, to a net amount of $208,221.43 after pay- 
ment of agency fees and expenses. Premiums on war risk insurance 
furnished to March 31, 1959, on U.S. vessels under construction in 
shipyards in this country under section 1203(a) of title XII have 
totaled $711,329.06, with 28 vessels now covered. 

Under provisions of section 1205 of the 1936 act, as amended, at 
the request of the Secretary of the Navy, second seamen’s war risk 
insurance now is being provided by the Maritime Administration, 
without premium, on tankers operated for the account of the Military 
Sea Transportation Service. Agreement to indemnify the Maritime 
Administrator against all losses covered by such insurance has been 
entered into by the Secretary of the Navy as provided in section 1205. 

Under sections 1205 and 1206 of title XII, legal liability insurance 
has been available, since 1951, at the request of the Secretary of the 
Army, to a maritime contractor and its subcontractors, to a limit of 
$10 million for claims arising from any one event. To date no claims 
have been made. 

The Department of Commerce, at whose request S. 1234 was intro- 
duced, urges enactment of the bill in order that there may be no break 
in the arrangements for immediate provision of the various types of 
insurance noted above, in event of war or critical emergency. 

Also urging enactment are the Department of the Navy, for the 
Department of Defense, and the Office of Civil and Defense Mobili- 
zation. No opposition to enactment has been expressed by any 
Government department or agency. 

The Shipbuilders’ Council of America, by letter dated April 8, 1959, 
over the signature of L. R. Sanford, president, “strongly supports” 
the proposed extension “because it feels that the continuous availa- 
bility of such governmental insurance to cover ship construction is of 
significant importance” to a continuing shipbuilding program. 

The Commerce Department’s statement of purpose and provisions 
of the bill, revised as of March 31, 1959, is printed herewith, together 
with the reports of the Department of the Navy and of the Office of 
Civil and Defense Mobilization. 
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PURPOSE AND PROVISIONS OF BILL TO EXTEND THE PROVISIONS OF 
TITLE XII OF THE MERCHANT MARINE ACT, 1936, RELATING TO WAR 
RISK INSURANCE, FOR AN ADDITIONAL 5 YEARS, ENDING SEPTEMBER 
1, 1965 


The bill would extend the life of title XII of the Merchant Marine 
Act, 1936, as amended (46 U.S.C. 1281 et seq.), for an additional 5 
years. Section 1214 of the act now provides for expiration of marine 
war risk insurance authority September 7, 1960. 

The Marine War Risk Insurance Act (title XII, 1936 act), which 
will expire September 7, 1960, is standby legislation which authorizes 
the Secretary of Commerce, with the approval of the President, to 
provide war risk and certain marine and liability insurance for pro- 
tection of vessels, cargoes, and crews and persopal effects, when 
commercial insurance cannot be obtained on reasonable terms and 
conditions. At present, as at the time of enactment of the War 
Risk Insurance Act, commercial policies covering maritime war risks 
are issued only subject to automatic termination clauses in the event 
of outbreak of war between any of the four powers—United States, 
France, Great Britain, and the Union of Soviet Socialist Republics. 
Even though the United States may not be involved immediately, 
American vessels would be without protection against loss by risks 
of war. Ships and cargoes could not be moved without adequate 
insurance coverage. 

War risk insurance was provided by the Government in both World 
Wars I and II, and proved both necessary and effective in protecting 
the United States and its civilian and military commerce, with pre- 
mium receipts in excess of losses paid, 

Arrangements necessary to have war risk insurance immediately 
available when its protection is needed for the commerce of the United 
States are in effect under the Marine War Risk Insurance Act. The 
United States is now prepared to put into effect in case of need a full 
wartime insurance program on hulls, cargoes, and personnel. 

General Order 75 (Revised) of Maritime Administration, published 
in the Federal Register on February 28, 1957, states that the Maritime 
Administrator is prepared to provide hull, protection and indemnity, 
and crew life and personal effects war risk insurance as specified in 
section 1203 (a), (d), (e), and (f) of title XII, except for vessels under 
construction as specified in section 1203(a), for the interim period 
between the time commercial insurance subject to the “automatic 
termination clauses’’ is automatically terminated through the opera- 
tion of such clauses and the time a full wartime insurance program is 
placed in effect. 

Binders and extensions of binders outstanding as of March 31, 1959, 
were: hull, 985; protection and indemnity, 951, and crew life and 
personal effects, 860. Amendment 2 to General Order 75, published 
in the Federal Register on July 2, 1958, extended the expiration date 
of interim binders to September 7, 1959. 

Binder and extension fees (not premiums) have been collected up 
to and including March 31, 1959, in a net amount of $208,221.43, 
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after payment of agency fees and expenses. General Order 82, pub- 
lished in the Federal Register on November 1, 1958, establishes title 
XII war risk hull insurance values, pursuant to Public Law 958, 84th 
Congress, for certain self-propelled oceangoing iron and steel vessels. 

Under the authority of section 1203(a) of title XII war risk insur- 
ance on American vessels under construction in shipyards in the 
United States (which insurance is not available in the commercial 
market), has been furnished. As of March 31, 1959, the Maritime 
Administration was providing such insurance on 28 vessels under con- 
struction. From the inception of this program to March 31, 1959, 
premiums received have totaled $711,329.06. 

At the request of the Secretary of the Navy, second seamen’s war 
risk insurance is being provided without premium, as authorized 
under section 1205 of title XII, on tankers operated for the account 
of the Military Sea Transportation Service. This arrangement has 
been in effect continuously since January 1, 1954. Under section 1205 
the Secretary of the Navy has agreed to indemnify the Maritime 
Administrator against all Lunes covered by such insurance. As of 
March 31, 1959, 33 tankers were covered under this program. The 
USNS Mission San Francisco was in collision with a foreign-flag vessel 
on March 7, 1957, which resulted in claims for loss of life and personal 
effects. An estimate of $45,950 has been retained as reserve for pend- 
ing claims. Paid claims to date total $33,419.93, including payments 
in connection with the above accident. The USNS Ocklawaha 
sustained damage on December 16, 1958, caused by an explosion 
aboard an adjoining vessel off Iskenderun, Turkey. The investiga- 
tion with respect to liability under the second seamen’s insurance 
has not been concluded. Because of the death of a crew member, 
a claim reserve of $5,500 is being maintained. Under this program, 
there remains a net premium saving estimated at $44,000. 

At the request of the Assistant Secretary of the Navy, the Maritime 
Administrator on October 21, 1958, pursuant to section 1205 of title 
XII, has agreed to furnish, when required by the Navy, war risk hull 
insurance on 12 newly constructed supertankers chartered from 
private owners by the Military Sea Transportation Service, covering 
war risks under conditions presently underwritten commercially, 
a, such coverage is not available, or available only at a pro- 

ibitive premium, since under the charter provisions any increase 
over the agreed basic premium is for account of the Military Sea 
Transportation Service. Under this section the Navy has agreed 
to indemnify the Maritime Administrator against all losses paid under 
this insurance. To date no request to provide this coverage has been 
received. 

At the request of the Secretary of the Army and pursuant to sections 
1205 and 1206 of title XII, legal liability insurance is being provided, 
without premium, to a maritime contractor and its subcontractors, 
with a limit of $10 million for the aggregate of all claims arising from 
the same event. This insurance has been necessary to cover legal 
liability resulting from explosion of ammunition transported, and has 
been in effect continuously since July 1, 1951, when commercial 
insurance in the required amount could not be obtained. The 
arrangement provides for indemnification by the Army for all losses 
paid by the Maritime Administrator. To date no claims have been 
reported. 
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Public Law 253, 82d Congress, provides that the Secre of Com- 
merce may transfer to the fund authorized by section 1208(a) of title 
XII, not in excess of $10 million from the vessel operations revolving 
fund created by Public Law 45, 82d Congress. It has not been 
necessary for the Secretary of Commerce to make any transfer of 
funds under this authority. 

To avoid the likelihood. of total disorganization of U.S. oceangoing 
commerce and the menaes of catastrophic failure of our shipping in 
support of our defense forces and activities, the War Risk Insurance 
Act should be extended promptly in advance of its termination. 

There is submitted herewith a bill to accomplish the proposed 
extension. ; 

The Department urges consideration and enactment of the bill at 
the Ist session of the 86th Congress, in order that. there will be no 
hiatus in the continuance of the arrangements for immediately 
furnishing full insurance programs in case of breakout of war or critical 
emergency, and to continue in effect the insurance required under 
sections 1205 and 1206 of title XII by the Defense Department and 
shipyard war risk insurance currently in effect, as above stated, under 
section 1203(a) of title XII. 





DEPARTMENT OF THE Navy, 
Orrice oF THE SECRETARY, 
Washington, D.C., April 24, 1959. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuarrman: Your request for comment on S. 1234, 
a bill to extend the provisions of title XII of the Merchant Marine 
Act, 1936, relating to war risk insurance, for an additional 5 years, 
ending September 7, 1965, has been assigned to this Department by 
the Secretary of Defense for the preparation of a report thereon 
expressing the views of the Department of Defense. 

he purpose of this bill is to extend for 5 years the existing authority 
of the Secretary of Commerce to provide war risk insurance and 
reinsurance. 

Under an administrative agreement between the Department of 
the Navy and the Maritime Administration, the Military Sea Trans- 
portation Service has at various times in recent years taken advantage 
of the Maritime Administration’s authority to provide war risk in- 
surance, particularly in connection with the charter of large, newly 
constructed tankers on a long-term basis. The availability of this 
coverage is considered important to any long-term chartering program 
even during peacetime, and is essential during a national emergency. 

For the lcusiinn reason the Department of the Navy on behalf of 
the Department of Defense supports the enactment of S. 1234. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 








6 WAR RISK’ INSURANCE 


' The Department of the Navy has been advised. by the Bureau of 
the Budget that there is no objection to the submission of this report 
on §. 1234 to the Congress. 

Sincerely yours, 
Joun S. McCarn, Jr., 
Rear Admiral, U.S. Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 





Executive Orrice OF THE PRESIDENT, 
Orrice or Civit AND Drerense MOBILIZATION, 
Washington, D.C., April 10, 1959. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Mr. Cuairman: This is in reply to your request for a report 
on S, 1234, 86th Congress. 

It is very important that war risk insurance be available for ocean 
shipping in time of war. The Office of Civil and Defense Mobilization 
recommends enactment of S. 1234 which would extend title XII of the 
Merchant Marine Act an additional 5 years. 

The Bureau of the Budget advises that it has no objection to the 
submission of this report, 

Sincerely, 
Lzo A. Hones. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as re- 
ported are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing law 
in which no ehange is proposed is shown in roman): 


Titte XII]—War Risk INsuRANCE 
(U.S.C., title 46, sec. 1294) 


Src. 1214. The authority of the Secretary to provide insurance and 
reinsurance under the title shall expire [10 years] 16 years from the 
date of enactment of this title. 

O 
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LIFE INSURANCE COMPANY INCOME TAX ACT OF 1959 
May 14, 1959.—Ordered to be printed 


Mr. Byrp of Virginia, from the Committee on Finance, submitted 
the following 


REPORT 


[To accompany H.R. 4245] 


The Committee on Finance, to whom was referred the bill (H.R. 
4245) relating to the taxation of the income of life insurance companies, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 


I. GENERAL STATEMENT 


H.R. 4245, the life insurance company income tax bill of 1959, 
provides a permanent method of taxing life insurance companies for 
the calendar year 1958 and subsequent years. This new treatment 
replaces the 1942 formula which would otherwise be applicable. 
The bill taxes both investment and underwriting income. The 1942 
formula would tax only the former. The bill also taxes capital gains. 

Your committee has in general retained the basic provisions and 
framework of the House bill which would provide a three-phase tax 
base for life insurance companies: the first is on a portion of investment 
income; the second is on one-half of underwriting income; and the 
third is on the remaining half of the underwriting income to the 
extent it is distributed to stockholders or certain other conditions 
exist. This latter, or phase 3 tax, applies only if more than the in- 
come taxed under phases 1 and 2 remaining after tax, is distributed 
to stockholders. Neither the House nor your committee’s bill apply 
this phase 3 tax in 1958. Your committee’s bill, however, provides a 
further transitional period by making the phase 3 tax generally only 
one-third effective in 1959 and two-thirds effective in 1960. Both 
the House and your committee’s bill impose a separate, flat 25 percent 
= on net long-term capital gains (in excess of net short-term capital 
osses). : 


1 
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Both the House and your committee’s bill determine the taxable 
portion of the phase 1 investment income tax base on an individual 
company basis rather than, as does the 1942 formula, on the basis of 
a uniform percentage of investment income applying to the entire 
industry. Under your committee’s amendments the taxable portion 
is determined by applying to life insurance reserves (adjusted) an 
interest rate representing the average earning rate of the company 
on its assets over the current and four prior years. The House bill, 
on the other hand, takes into account the current year’s earnings 
rate of the individual company, but also averages with this the rate 
the company assumed in establishing its reserves (or the industry 
average assumed rate for the prior year if higher). This is one of 
important differences between the House and your committee’s 

ill. 

Another of the important differences between the House bill and 
your committee’s amendments arises in the manner of determining 
the portion of the investment income which is taxable to the life 
insurance company. The House bill determines this by subtract- 
ing from net investment income an amount determined to be needed 
to meet policyholder, etc., requirements. Your committee’s bill, 
on the other hand, determines the proportion of income needed 
for policyholder requirements and then divides all items of income, 
including tax-exempt income and intercorporate dividends received, 
between the policyholder and life insurance company in this ratio. 
Thus, only the life insurance company’s share of each of these items 
is taken into account. For example, if the ratio were 75 to 25 between 
the policyholders and the company, only 25 percent of the investment 
income would be taken into account in computing the life insurance 
company’s taxable investment income. From this remaining 25 per- 
cent there would be deducted the portion of the tax-exempt interest 
and intercorporate dividends received deduction contained in this 
share. In addition, the bill provides that if it is established in any 
case that the application of the definition of taxable investment 
income results in the imposition of tax on any tax-exempt income, 
any part of the thirty fifty-seconds of any partially tax-exempt 
interest, or any part of the 85 percent dividends received deduction, 
adjustment is to be made to the extent necessary to prevent such 
imposition of tax. 

In taxing underwriting gains—one-half currently and the other 
half when made available to shareholders—both the House bill and 
your committee’s amendments impose a tax on a type of income not 
subject to tax under the 1942 formula or under the more recently 
applicable stopgap formulas. 

To aid new, small, and growing businesses, the bill contains a 
number of special features. A full offset for underwriting losses 
(except for certain deductions) against taxable investment income 
and a special small business deduction, which under the House bill is 
equal to 5 percent of investment income and under your committee’s 
bill is equal to 10 percent of investment income (in both bills,.up to a 
maximum deduction of $25,000), are among a few of these special 
features. A full list appears under heading II—E below, ‘Reasons for 
the Bill.” 

For future years, both the House bill and your committee’s amend- 
ments provide an exemption for investment income allocable to 
qualified pension fund reserves under the investment income tax base 
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of phase 1. This treatment is provided in view of the exemption 
resently available for pensions provided through ‘‘trusteed”’ plans. 

he exemption is made effective in three steps over the period 1959 
to 1961, being one-third effective in 1959, two-thirds effective in 
1960, and fully effective in 1961. 

The bill as amended by your committee is expected to result in 
approximately $500 million in Federal income taxes being paid by 
life insurance companies with respect to the calendar year 1958 as 
contrasted to $558 million under the House bill. These figures can 
be compared with the $500 million which would be paid if the 1942 
formula were continued, or the $319 million which would be paid if 
the 1955 stopgap formula were made applicable. About 69 percent 
of the $500 million provided under your committee’s bill for 1958 will 
be paid by mutual insurance companies and the T remaining 31 percent 
by stock life insurance companies. For 1959 it is einected that under 
the bill as amended by your committee life insurance companies will 
pay about $535 million in Federal income taxes, without taking into 
account collections to be derived from the tax under phase 3 on 
distributions to stockholders or the tax on capital gains. 


II. REASONS FOR THE BILL 


Since 1921, life insurance companies have been taxed only on their 
net investment income. They have been taxed, under one formula 
or another, on what has been considered the life insurance company’s 
share of this income as distinct from the policyholders’ share. From 
1921 through 1941, the division of the net investment oe between 
the company and the policyholders was determined by applying speci- 
fied rates of interest to the reserves each company Fae aal ily held 
for its policyholders. Since 1942, however, the policyholders’ share 
of investment income has been determined on an industrywide, rather 
than individual company, basis. The formula which would apply for 
the calendar year 1958 and subsequent years, in the absence of any 
action by Congress, is the so-called 1942 formula. This is the formula 
which was in effect for the period 1942 through 1948. For the period 
1949 through 1957, so-called stopgap formulas were applicable. The 
most recent of these was the 1955 stopgap formula which applied for 
the year 1955 and was extended to 1956 and 1957. 

Your committee agrees with the report of the House committee 
that both the 1942 formula (which would be applicable to 1958 and 
subsequent years in the absence of any action to the contrary) and 
the 1955 formula contain serious inadequacies which it would be 
unfortunate to perpetuate in any permanent system for the taxation 
of life insurance companies. Testimony of the Assistant to the 
Secretary of the Treasury, appearing before your committee in its 
hearings on this bill, made it clear that the Treasury Department 
joins in this view. 

The principal problems presented by the 1942 formula, and also by 
the 1955 stopgap formula, are outlined in headings A and B below. 
However, the 1955 stopgap formula in addition would result in the 
collection of an inadequate share of total tax revenues from life insur- 
ance companies. Under the 1955 stopgap formula, revenues of only 
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about $319 million would be obtained from life insurance companies 
with respect to the calendar year 1958, while the 1942 formula would 
produce tax revenues of about $500 million. Another difficulty with 
the arrangement for the taxation of life insurance companies which has 
applied in the past several years is the temporary nature of the formu- 
las which have been made applicable since 1948. The year-by-year 
extension of stopgap treatment has created uncertainty as to the tax 
treatment of life insurance companies and these companies frequently 
have not known until after the end of the year in question what their 
Federal tax burdens would be for that year. This uncertainty can be 
removed only by finding a permanent means of taxing life insurance 
companies, and to achieve this result it was necessary to reexamine the 
basic problems which have arisen in connection with their taxation 


A. Determining life insurance company’s share of investment income 


One of the major problems in the tax treatment of life insurance 
companies has been the determination of what constitutes the life 
insurance company’s share of the investment income. Both the 1942 
fromula and the various stopgap formulas which have been applied 
since 1948 have determined the policyholders’ share of the investment 
income on an overall or industrywide basis. In these cases the 
policyholders’ share under one formula or another has been computed 
for the entire industry and then this has been expressed as a percentage 
of net investment income of the entire industry. Each company 
then applied this ratio to its own investment income to determine the 
portion treated as belonging to the policyholders and the portion 
treated as taxable to the life insurance company. An industrywide 
ratio is an inadequate method of dividing investment income between 
policyholders and the company since an individual company’s division 
of income between policyholders and the company may vary widely 
— the average division of investment income for the industry as a 
whole. 

Under the 1942 formula the ratio of investment income deemed 
needed for the policyholders was determined by the Secretary of 
the Treasury in accordance with a statutory formula, based in part 
(35 percent) on the prior year’s industry average interest requirements 
and in part (65 percent) on the assumption that interest requirements 
would equal interest at 3% percent of total industry reserves. Once 
the Secretary computed the policyholder’s requirements for the entire 
industry, a ratio was obtained by expressing this amount as a per- 
centage of net investment income for the entire industry. This 1942 
formula, if applied for 1958, would give a ratio of 75.53 percent, which 
would be the percentage of net investment income deemed set aside 
for policyholders and not taken into account in the taxation of each 
life insurance company. Therefore, the life insurance company’s 
share of the net investment income on which it would be subject to 
tax in 1958 under the 1942 formula would be 24.47 percent of each 
company’s net investment income. The 1955 stopgap formula per- 
mitted companies to set aside 87% percent of the first million dollars 
of net investment income to meet the needs of policyholders and 85 
percent of any remaining income. Thus, under this formula, a life 
insurance company’s share of the net investment income on which it 
would be taxable would be 12% to 15 percent. 

Your committee agrees with the House that both the 1942 and the 
1955 formulas are undesirable as permanent solutions since they 
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measure the sharing of the investment income between the policy- 
holders and the company on the basis of an overall or industrywide 
norm instead of on the basis of the varying portion of the investment 
income which individual companies may need to set aside for policy- 
holders. In addition, your committee agrees with the House that 
there is no reason for setting aside 85 to 87% percent of investment 
income for policyholders when a smaller proportion of the investment 
income adequately provides for reserve requirements. 

To meet this problem, your committee’s bill, like the House bill, 
determines the portion of investment income to be set aside for policy- 
holders on an individual company basis. However, the formula used 
in your committee’s bill differs from that in the bill as passed by the 
House. Your committee’s amendments determine the portion of the 
investment income which represents the policyhalder’s share by apply- 
ing a company’s average rate of earnings in the current year and 4 
prior years to the reserves it set up for the policyholders, adjusted to 
the level they would have been had they been set up on the basis of 
this earnings rate. The House bill makes use of the earnings rate in 
a similar fashion (but only the current year’s earnings rate, not the 
average rate for 5 years). However, this is only weighted 50 percent 
in the computation under the House bill. Equal importance is given 
under the House bill to the assumed rate of each individual company 
(or the industry average assumed rate, if this is higher) on which the 
existing reserves are based. Your committee concluded, after con- 
sidering the matter very carefully, that it was not desirable to make 
use of assumed rates, either the company’s own individual rate or the 
industry average, in determining the policyholder’s share of the in- 
vestment income. These assumed rates not only vary from company 
to company but also can be either increased or reduced by individual 
companies as they see fit. Moreover, testimony before your com- 
mittee indicated that permitting the use of the industry average 
assumed rate for some companies gives such companies an advantage 
over their competitors who under the House bill use their own assumed 
rate. 

Your committee concluded that it was appropriate to determine 
the reserve interest rate used in determining the policyholders’ share 
of the investment income on the basis of each company’s average 
investment earnings rate because of the view that the competitive 
pressures within the industry will in the long run force various com- 
panies to build into their price structure for their policies a credit for 
interest on something like this basis. 

Your committee’s amendments also differ from the House bill 
in that under the amendments there is a determination on one hand 
of the policyholders’ share of the investment income and the life insur- 
ance company’s share on the other hand. The procedure (which is 
described more fully in the general explanation of the bill below) in 
general terms first determines policyholders’ requirements and then 
expresses this as a percentage of investment yield (gross investment 
income less investment expenses). This percentage is then applied to 
each and every item of income and expense in determining the policy- 
holders’ share, including such items as tax-exempt interest, inter- 
corporate dividends received, etc. Conversely, the difference between 
this percentage and 100 percent is applied to each and every item of 
income and expense in determining the life insurance company’s share, 
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and it is only such share of the various income and expense items which 
is taken into account in determining the company’s share of taxable 
investment income, The House bill, on the other hand, does not follow 
the procedure of dividing the investment income between the policy- 
holders and the life insurance company. Instead, it first determines 
net investment income and then allows a deduction of a specific amount 
for policy and other contract liability requirements. This deduction 
under the House bill is then reduced by the portion of any tax-exempt 
income, partially tax-exempt income, and intercorporate dividends 
received (which were allowed as deductions in full in arriving at net 
investment income) which under the House bill are determined as 
being properly allocable to policy and other contract liability require- 
ments rather than to taxable investment income. Your committee 
believes that the division of income and expense items between the 
policyholders and the insurance company, with only the latter being 
taken into account for tax purposes, is a much better concept to 
follow. It also makes it clear that items which are properly exempt 
or deductible, such as tax-exempt State and municipal bond interest, 
partially tax-exempt Federal bond interest, and 85 percent of inter- 
corporate dividends received, are properly divided between the 
policyholders and the life insurance company and that as far as the 
latter is concerned, namely, the only portion included in the tax base, 
full allowance is made for these items. The bill also provides that if 
it is established in any case that the application of the definition of 
taxable investment income results in the imposition of tax on any tax- 
exempt income, any part of the thirty fiftyy-seconds of any partially 
tax-exempt interest, or any part of the 85 percent dividends received 
deduction, adjustment is to be made to the extent necessary to prevent 
such an imposition of tax. The above discussion of this problem is in 
terms of the revision of the bill made with respect to the investment 
income tax base. The bill also makes similar revisions in the phase-2 
tax base which takes into account investment income as well as 
underwriting gains. 


B. Taxing underwriting gains 


Perhaps the most significant defect in the various formulas which 
have been employed since 1921 in the taxation of life insurance 
companies is the fact that all of them have been based only on invest- 
ment income and, therefore, have omitted from the tax base significant 
elements of income and loss. This omitted segment, for convenience, 
may be called ‘underwriting’ income or loss. Under both the House 
bill and your committee’s bill, this underwriting income (or loss) is 
measured as the difference between the gain or loss from total opera- 
tions of the company and the taxable portion of its investment income. 
By and large, this income arises from premium charges which are in 
excess of the charges required to meet that part of the claims of 
policyholders and their beneficiaries which is not covered by the 
portion of the investment income set aside for policyholders. This 
element of underwriting gain is referred to as mortality gains. 
Another element of underwriting income or loss may arise because the 
amount included in the premium to cover expenses of the policy is 
either larger or smaller than the actual expenses incurred during the 
life of a policy. This element of underwriting gain or loss is frequently 
referred to as loading income or loss. 





LIFE INSURANCE COMPANY INCOME TAX ACT OF 1959 7 


Where there is this underwriting gain arising from premium charges 
in excess of amounts ultimately required to meet claims and expenses, 
and the excess is paid. out to stockholders, it would appear that there 
is income which is properly classified as corporate income for tax 
purposes. Similarly, where this underwriting income is held in sur- 
plus, these savings are substantially equivalent in effect to surplus 
derived through any retained earnings. Moreover, since 1921, there 
has been a steadily increasing tendency within the industry to stress 
policies which involve relatively little of the investment element and 
a larger portion of the pure insurance element. In such cases the 
income is largely underwriting income: It has developed that many 
companies known as specialty companies, issuing a relatively large 
number of policies without a significant investment element, have 
been taxable on income which is only a small fraction of the total 
income they report on their own books. On the other hand, it also 
has developed that many insurance companies have shown a loss on 
their total operations, yet have still been subject to Federal income 
tax on the basis of a formula which looked only at their investment 
activity and not at their total activity. 

Although it is believed desirable to subject this underwriting income 
to tax, it is stated that because of the long-term nature of insurance 
contracts it is difficult, if not impossible, to determine the true income 
of life insurance companies otherwise than by ascertaining over a long 
period of time the income derived from a contract or block of con- 
tracts. Because of this, the bill as amended by your committee, like 
the bill as passed by the House, does not attempt to tax on an annual 
basis all of what might. appear to be income. In both the House and 
your committee’s bill, half of the underwriting income is taxed as it 
accrues each year. The other half of the underwriting income is taxed 
when it is paid out in a distribution to shareholders after the taxed 
income has been distributed, or when it is voluntarily segregated and 
held for the benefit of the shareholders.. This other half of the under- 
writing income also is taxed if the cumulative amount exceeds certain 
prescribed limits or if for a specified period of time the company ceases 
to be a life insurance company. 

Although for many companies taking underwriting gains or losses 
into account means a larger tax base, for many other companies, 
particularly small, new and growing life insurance companies, having 
underwriting losses rather than gains, the inclusion of this under- 
writing element in the tax base means a lesser, rather than a greater 
tax. ‘The small, new, and growing life insurance companies are par- 
ticularly likely to have underwriting losses because of the initial costs 
which they incur (such as agents’ commissions) in placing new policies 
on their books. Both the Houks and your committee’s bill are par- 
ticularly liberal in these cases since they allow the offset of these 
underwriting losses in full against taxable investment income (subject 
to certain restrictions as to the deduction of policyholder dividends, 
etc.) and do not require the 50 percent reduction in such losses which 
would be made if they were gains. 


OC. Exemption of income on pension plan reserves 


In determining the share of the investment income to be attributed 
to the policyholders and, therefore, not subject to taxation ‘with 
respect to the life insurance company, one element taken into account 
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both under your committee’s bill and in the bill as passed by the 
House is the investment income earned in connection with reserves 
accumulated for qualified employer pension and profit-sharing plans. 
In determining this element, which is not to be taken into account 
in determining the tax base of the life insurance company, both 
versions of the bill provide that an amount is to be attributed to the 
policyholders equal to the current earnings of the company on its 
book reserves held for qualified pension and profit-sharing plans. To 
the extent that the insurance company holds additional amounts of 
surplus to cover its contingencies under these qualified plans, the 
investment income on the surplus will still be subject to tax at the 
corporate rates in the hands of the company. This will also be true 
to the extent that such income enters into the underwriting income 
tax base and is not paid out in the form of policyholder dividends. 
Likewise, a tax will still be imposed at the company level to the extent 
of any capital gain tax attributable to this income. 

The favorable treatment for qualified pension and profit-sharing 
business is believed desirable in view of the fact that investment 
earnings of a qualified pension or profit-sharing trust are completely 
exempt from tax while they are accumulated in the trust. Generally 
speaking it is the smaller employers who are forced to set up insured 
pension plans rather than trusteed pension plans, because of the greater 
risk and higher ratio of expenses connected with the operation of a 
small trust. A higher tax on similar earnings in the hands of insurance 
companies than is provided in the case of trusteed plans therefore is 
generally discriminatory against small businesses. ‘This accounts for 
the treatment provided by both the House bill and your committee’s 
bill. However, this favorable treatment is not made fully applicable 
until 1961. During 1959 this special pension treatment will be appli- 
cable to one-third of the company’s pension reserves and in 1960 it 
will be applicable with respect to two-thirds of such reserves. Thus, 
life insurance companies not already in this business will have an 
opportunity to expand their sales of this type of business during this 
interval before the special pension treatment becomes fully applicable. 


D. Capital gains and losses 


In the past, capital gains have not been taxed to life insurance 
oor (on their life insurance business) and capital losses have 
not been available as offsets against ordinary income in any respect. 
Both the House bill and your committee’s bill correct this omission of 
prior law by taxing capital gains for the calendar year 1959 and 
subsequent years. However, under the bill net long-term capital 
gains (in excess of net short-term capital losses) are taxed at a flat 
25 percent rate, and because of complexities which would be involved 
no alternative tax computation is provided. In order to prevent the 
imposition of a tax with respect to appreciation in value which has 
occurred prior to 1959, the bill provides that capital gains (but not 
capital losses) are to be determined by using the regular cost or other 
basis for the property or their fair market value on December 31, 
1958, whichever is higher. Net short-term capital gains (in excess of 
net long-term capital losses) are included in the regular investment 
income and underwriting gain for tax bases for years beginning after 
December 31, 1958. 
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E. Special features for small and new businesses 


The bill as passed by the House contained a number of features 
designed to especially benefit small and new life insurance companies. 
Amendments made by your committee have expanded these benefits 
still further. Although the bill, both in the form in which it passed 
the House and as amended by your committee, increases the tax 
burdens of life insurance companies substantially, your committee has 
been careful to ascertain that this increase in tax burdens will not 
impede the growth of small and new life insurance companies. In 
addition to the 30 percent tax rate which applies under existing 
law to the first $25,000 of income for corporations generally, the bill as 
amended by your committee contains the following eight features 


“especially designed to benefit small and new businesses: 


1. In the computation of the tax base a special deduction is allowed 
for 10 percent of the investment yield (gross investment income less 
investment expenses) up to a maximum of $25,000. A similar deduc- 
tion was allowed under the House bill except that the deduction was 
5 percent instead of 10 percent. 

2. Both the House bill and your committee’s bill provide that in 
determining the policyholder’s share of the investment income a down- 
ward adjustment is to be made to the policyholder reserves to the ex- 
tent the interest rate used is above the company’s assumed rate. 
Both the House bill and your committee’s amendments provide that 
the downward adjustment in reserves is to be determined by adjustin 
them downward 10 percent for every 1 percent the interest rate ma 
is above the individual company’s assumed rate. Because the busi- 
ness of small, new companies has not matured, this formula is much 
more generous in their case than for the well-established companies. 

3. Where there is a loss from underwriting operations, both the bill 
as passed by the House and as amended by your committee provide 
that this loss (but with certain limitations as to the deduction of 
policyholder dividends, the special deduction for nonparticipating 
policies, and the 2-percent deduction for group insurance) may be 
offset in full against the investment income tax base even though, if 
there were a gain from the underwriting operations, only half of this 
would be taxed currently. This is likely to be more beneficial to 
small and new businesses than to their well-established competitors 
because such companies generally are incurring large expenses (such 
as agents’ commissions) in attempting to expand the business on their 
books. 

4. Generally, policyholder dividends, the deduction for 10 percent 
of additions to certain reserves on nonparticipating contracts (or 3 
percent of premiums on these policies) and the deduction for 2 percent 
of premium receipts from group insurance are not available as deduc- 
tions to the extent that they may result in an underwriting loss and 
thus generally may not be offset against the investment income tax 
base. However, your committee has amended the House bill in this 
respect to permit the deduction of such items where they result in an 
underwriting loss up to a maximum of $250,000. This will be of 
primary benefit to the smaller companies. 

5. Your committee has amended the bill to provide that net opera- 
tions losses may be carried forward from the years 1955, 1956, and 
1957 instead of from 1958 forward. New and small business are the 
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companies more likely to have had losses during this period and 
therefore will be the primary beneficiaries of this amendment. 

6. Your committee has amended the bill to provide a 10-year 
carryforward of net operations losses incurred by new businesses in 
the first 5 years of their existence. 

7. In the case of the half of underwriting gains which is not taxed 
currently, the bill as passed by the House requires a payment of tax if 
the cumulative amount with respect to which the tax was deferred 
equals more than 25 percent of life insurance reserves (or 60 percent of 
premiums). The limitation with respect to reserves was decreased by 
your committee from 25 percent to 15 percent, but your committee 
added, as an alternative, a ceiling of 25 percent of additions to reserves 
since 1958. This new alternative will benefit new and small businesses 
relative to those who already had well-established reserves prior to 
1959. 

8. The House and your committee’s bill provide that those estab- 
lishing their reserves on a “preliminary term’ basis may nevertheless 
for tax purposes convert this to the more liberal “net level premiums” 
basis. ‘This is of primary importance to the smaller companies since 
it is such companies which predominantly are the users of the pre- 
liminary term method. 


F. Relative treatment of mutual and stock companies 


A_special problem is presented in the case of life insurance companies 
by the fact that a large portion of the life insurance business is carried 
on by mutual companies. The comparative taxation of mutual and 
stock companies is, of course, generally a difficult problem, but is mag- 
nified in the case of life insurance companies by the fact that mutual 
insurance companies for the most part represent the larger insurance 
companies, currently accounting for 63 percent of the life insurance in 
force and 75 percent of the total assets of the life insurance industry. 
Here the basic question is whether amounts which are distributed 
back to the policyholders as dividends are properly a part of the life 
insurance company’s tax base. 

The treatment accorded policyholder dividends in large measure 
will account for the relative distribution of tax burden between mutual 
and stock companies. If the tax with respect to life insurance com- 
panies were based exclusively upon gains from operations (including 
but not limited to investment income) and full deduction were allowed 
for policyholder dividends, based on 1958 data, stock companies would 
pay approximately 42 percent of the total tax burden and mutual 
msurance companies the remaining 58 percent. On the other hand, 
if the tax base of insurance companies is investment income only, 
and there is no allowance for policyholder dividends (such as under 
either the 1942 formula or the 1955 stopgap formula), stock life insur- 
ance companies, again based on 1958 data, would pay approximately 
25 percent of the total tax burden and mutual insurance companies 
the remaining 75 percent. The bill as reported by your committee, 
like the bill as passed by the House, in effect combines these two basic 
tax methods. Under your committee’s bill stock life insurance com- 
panies for 1958 will pay approximately 31 percent of the total tax 
burden, while mutual msurance companies will pay the remaining 
69 percent. Under the House bill the distribution of the tax burden 
was only slightly different. The slight shift of burden under your 
committee’s action is due primarily to an amendment it made easing 











LIFE INSURANCE COMPANY INCOME TAX ACT OF 1959 11 


the burden of all companies under the investment income base. Since 
mutual companies pay a larger portion of the tax on investment income 
than stock companies, this has the effect of shifting slightly the per- 
centage distribution of the total tax burden between these two groups 
of companies. 

Both the House and your committee have been concerned with the 
competitive problem between stock and mutual companies and several 
features of the bill deal with this problem. Under both the House 
bill and your committee’s bill, the life insurance company’s entire 
share of investment income is subject to tax without the allowance 
of any reductions for policyholder dividend distributions (with a 
Jimited exception under your committee’s bill for small mutual com- 
panies where there are underwriting losses). On the other hand, only 
half of the underwriting gain, computed by allowipg the deduction of 
dividends to policyholders, is taxed currently. Taxing both mutual 
and stock insurance companies on their full share of investment income 
in effect means that this income is taxed to the companies whether 
or not it is distributed as dividends to policyholders. Moreover, your 
committee’s bill provides that although, generally, underwriting losses 
can offset investment income otherwise subject to tax, underwriting 
losses attributable to policyholder dividends (and certain other com- 
pensating deductions for stock companies) cannot be offset against 
the investment income tax base except in the case of a limited offset 
provided for small mutual companies. ‘This restriction is provided so 
that policyholder dividends will not create more than a limited under- 
writing loss which may be offset against taxable investment income. 
Thus, it will not generally be possible for mutual companies to reduce 
their investment income tax base by distributions to policyholders. 
In general, mutual companies will pay a tax on their share of invest- 
ment income whether or not it is distributed to policyholders. 

In addition to limiting the extent to which policyholder dividends 
may create underwriting losses which may be offset against the 
investment income base, the underwriting income tax base itself is 
modified to reduce the relative impact of policyholder dividend dis- 
tributions. Thus, a special 10 percent deduction is allowed with 
respect to the reserves on nonparticipating life insurance business 
(or, alternatively, a deduction of 3 percent of the premiums on these 
policies). This deduction is designed to compensate stock life insur- 
ance companies for the fact that they do not have the ‘‘cushion” of 
redundant premiums (which, if the business does not go well, a 
mutual company can use to offset losses but otherwise are subsequently 
paid back as policyholder dividends). 

G. Revenue effect 


Table 1 shows the revenues which will be derived from the bill as 
amended by your committee for 1958 as compared with the amount 
which would be derived under the bill as passed by the House, and 
as compared with revenues under the 1942 formula and under the 
1955 stopgap formula. The taxes imposed with respect to life insur- 
ance companies under the bill as amended by your committee with 
respect to 1958 are expected to result in the receipt of approximately 
$500 million, or about the same as under the 1942 formula. This is 
about $58 million less than would be derived under the House bill, 
primarily because of the amendment adopted by your committee 

4069059 ——2 
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substituting for the deduction rate under the House bill an earnings 
rate based upon the average interest earned in the current and last 4 
years. The $500 million expected to be derived under your commit- 
tee’s bill in 1958 is substantially larger than the $319 million which it 
is expected would be derived under the 1955 stopgap formula if that 
were made applicable. The table also shows the relative distribution 
of the tax burden between mutual and stock companies. 


TABLE 1.—Estimated total revenue to be derived for 1958 from life insurance companies 
under the bill as amended by your committee, under the bill as passed by the House, 
under the 1942 formula, and under the 1955 formula; and distributions of these 
revenues between stock and mutual insurance companies 




















[Amounts in millions of dollars] 
Mutual companies | Stock companies 
Total 
receipts 
Amount | Percent 
ee Bibi dace nncsadpnencsdapih> mindeekle $500 $375 75 
EASE ctich<digiwdishinaneegucetutiesguntpauns 319 239 75 
The House bill: ; a 
Tao. .bobebhecachdedsahshsdhbpenesdhenacns 518 386 74.5 
Phase 2... Sb Sk4ke ses ~ sg aeesessoe 40 1 2.5 
Total under the House bill_......--...-..----- 558 387 69.3 
The bill as amended by your committee: 
DONDE scdkmne nied phbnb mebbtiictipibbbebesosnagh 460 75 115 25 
Phase 2.....-..-.---------------------+---------- 40 () () 100 
Total under the bill as amended by your 
GE Str nce csc. cotnucesebeneseeks 500 345 69 155 31 


1 Negligible. 


For 1959, under your committee’s amendments, taxes imposed with 
respect to life insurance companies are expected to result in collections 
of about $535 million without taking into account increases arising 
from the capital gains tax and the tax under phase 3, both of which 
become effective in whole or in part for the first time with respect to 
that year. At the present time there is no suitable basis for making 
an estimate as to revenues to be derived from these two special 
features. The estimate for 1959 liabilities of insurance companies, 
on the one hand, includes a revenue reduction of roughly $20 million, 
attributable to the pension plan exemption which becomes one-third 
effective for that year. On the other hand, the 1959 estimates in- 
clude increases which are expected to bring about a net increase of 
nearly $30 million. Most of this increase represents a higher earning 
rate which is anticipated for the industry, coupled with a further ex- 
pansion in the amount of life insurance business. Another factor in 
this increase is certain accounting adjustments which are expected to 
result in an increase in revenues of about $5 million in each of the 10 
years immediately ahead. 
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Ill. EXPLANATION OF BILL 


Under both the House and your committee’s versions of the life 
insurance company tax bill of 1959, a three-phase procedure is pro- 
vided for the taxation of life insurance companies. 

The phase 1 portion of the tax base represents the life insurance 
company’s share of the investment income less investment expenses. 
The life insurance company’s share of this income is the portion of 
each item not set aside for the policyholders. 

The phase 2 portion of the tax base represents 50 percent of the 
excess of total net income from all sources (“gain from operations’) 
over taxable investment income. This excess is referred to here as 
underwriting gain. In general terms this underwriting gain consists 
of mortality and loading savings; that is, savings rgsulting from fewer 
deaths per thousand at various age groups than were assumed in 
establishing premiums and reserves, and any reduced expenses of 
servicing policies and expenses incurred in “putting policies on the 
books below estimates made in fixing premiums.” This “underwriting 
income” also includes a portion of investment income which is not 
taxed under phase 1 (attributable to the difference between using the 
company’s own required rate rather than its average earning rate as 
in phase 1). Nevertheless the mortality and loading savings are the 
important aspects of this phase 2 tax base. If there is an underwriting 
gain from these sources, half of this income is added to the phase 1 
tax base. 

However, if there is an underwriting loss, the entire loss is deducted 
from the taxable investment income as otherwise determined under 

hase 1. Expressed differently, this means that the combined tax 
com under phases 1 and 2 is not to exceed the overall gain from opera- 
tions (the sum of any gains derived from the combination of taxable 
investment income and underwriting operations). An underwriting 
loss (as determined by the company) is not viewed as an underwriting 
loss which can reduce the tax base, however, to the extent that it con- 
sists of policyholder dividends in excess of $250,000. (Also, in this 
$250,000 maximum are the 10 percent deduction for nonparticipating 
policies, or the 3 percent on premiums from such policies and the 2 
percent deduction for group insurance, discussed under B below.) 

The phase 3 portion of the tax base is designed to give assurance 
that underwriting gains made available to shareholders will be subject 
to the full payment of tax. Thus, this phase is concerned with that 
part of underwriting income which under phase 2 is not added to the 
tax base, including the 10, or 3, percent and the 2 percent deductions. 
This amount which has not previously been taxed is added to the tax 
base of the insurance company when there is distributed to share- 
holders a part of that income (less the tax on it), when the accumulated 
untaxed income exceeds certain limitations, when the company elects 
to be taxed on that income, or when for a specified period of time the 
company no longer qualifies as an insurance company. Generally, 
however, distributions first may be made to the shareholder with 
respect to the amounts which have been taxed currently without 
subjecting the company to a phase 3 tax. 

The portions of the tax base determined under the three phases are 
added together and the regular 52 percent corporate rate is applied 
(with the 30 percent rate applying to the first $25,000 of taxable in- 
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come). In addition, a separate 25 percent tax is imposed with re- 
spect to net long-term capital gains (in excess of net short-term capital 
losses). 

Some provisions of the bill come into effect gradually. The bill 
provides that the phase 1 tax base is to apply for 1958 and subsequent 
years. The phase 2 tax base also is to apply for 1958 and subsequent 
years, but under your committee’s amendments relief under this phase 
is to be provided for the year 1958. For any company whose phase 2 
tax base for that year exe eeds its phase 1 tax base (that is, where the 

“gain from operations” is more than twice the “taxable investment 
income’’) the phase 2 tax base is to be reduced by 10 percent of this 
excess. The capital gains tax applies with respect to the calendar 
year 1959 and subsequent years. The phase 3 tax base is one-third 
effective for the calendar year 1959, two-thirds effective for the calen- 
dar year 1960, and fully effective thereafter. ‘The exemption for 
qualified pension plan reserves under phase 1 also is made available 
over a 3-year period, being one-third effective in 1959, two-thirds 
effective in 1960, and fully effective thereafter. 


A. Phase 1.—Tazable investment income 


1. General explanation.—Phase 1 first provides that the policy- 
holder’s share of every item of investment yield is not to be taken 
into account in computing the taxable investment income of the life 
insurance company. Investment yield is gross investment income, 
less investment expenses, but includes tax-exempt interest, partially 
tax-exempt interest, and dividends received. Thus, only the life 
insurance company’s share of each of these items is to be taken into 
account in computing taxable investment income. The policyholder’s 
share of each of these items is determined by dividing the policy and 
other contract lability requirements by the investment yield. The 
insurance company’s share is the remaining portion. 

2. Gross investment income.—The first step is to determine gross 
investment income. Gross investment income, under both the House 
and your committee’s version of the bill consists of interest, dividends, 
rents, royalties, etc., net short-term capital gains (after 1958), and 
income from the operation of a trade or business (other than from the 
insurance business itself). 

3. Investment yield—Under your committee’s amendments, the 
next step is to determine investment yield. Investment yield is 
gross investment income, less investment and similar expenses. As 
under the House bill, your committee’s bill, in allowing the deduction 
of investment expenses, makes provision for a more adequate allowance 
for mortgage fees and services (including mortgage origination fees) 
than previously has been provided, The other a expenses’’ 
which under both the House bill and your committee’s bill are deduct- 
ible are real estate expense, depreciation, depletion, and trade or 
business deductions but only to the extent these deductions relate to 
the investment income and not to income of the insurance business as 
such. Other items, which under the House bill were allowed as 
deductions in arriving at investment income namely, tax-free interest, 
thirty fifty-seconds of partially tax-free interest, 85 percent of inter- 
corporate dividends received, and the small business deduction are 
provided for elsewhere under your committee’s bill. 

4. Policy and other contract liability requirements.—After determining 
investment yield, the next step is to determine the policyholders’ share 
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of this yield which is not taken into account. The remainder is the life 
insurance company’s share which is taken into account. This sharing 
between the policyholder and the life insurance company is determined 
by the percentage relationship of the “‘policy and other contract liabil- 
ity requirements” to the investment yield. These requirements are 
similar to what is referred to as the “‘policy and other contract liability 
deduction” under the House bill, although your committee has made 
certain substantive changes. As in the House bill, the policy and 
other contract liability requirements consist of the sum of three items: 
Certain investment earnings not taken into account in taxing the life 
insurance company because they are allocated to the life insurance 
reserves for policyholders; the investment’ earnings attributable to 
pension plan reserves; and the interest paid on such things as supple- 
mentary contracts and dividend accumulations, and“ on indebtedness 
generally. 

One of the principal changes made by your committee’s amendment 
of the House bill relates to the method of determining the amount of 
investment income set aside with respect to life insurance reserves. 
Your committee’s amendments provide that the interest rate to be 
applied in determining this amount is to be the average rate of interest 
earned on assets (other than those used in carrying on the insurance 
trade or business) in the current and 4 prior taxable years. The 
House bill also used the earnings rate for the current year but did not 
depend entirely on this. Under the House bill the ‘‘deduction rate’’ 
was halfway between the current earnings rate and an assumed rate 
(either that of the individual company or that of the industry for the 
prior year, whichever was higher). The House bill also differed from 
your committee amendments in that the earnings rate used was only 
that of the current year rather than the 5-year average provided by 
your committee’s amendments. 

Your committee decided to use only the earnings rate because, as 
was pointed out in its hearings, there are certain problems in the use 
of an assumed rate. For example, allowing a company to use its 
own assumed rate to some extent still makes it possible for a com- 
pany to vary its own tax burdens by making liberal or conservative 
evaluations as to its reserve needs. On the other hand, allowing a 
company to use an industry average assumed rate means to some 
extent that the arbitrariness of an industrywide formula such as was 
used in the laws applicable from 1942 to 1955 would still remain as 
a factor. Also, complaints were made in your committee’s hearings 
that the industrywide average unduly favored certain large companies 
which used a low rate of interest in establishing their reserves. These 
companies would be able to obtain a larger deduction under phase 
two by reason of larger additions to reserves, yet could not be limited 
in phase one to the corresponding smaller interest additions, since 
they could use the higher industry average assumed rate. Your 
committee concluded, however, that rather than use the earnings 
rate of a single year, it would be more appropriate to use a 5-year 
average to prevent sharp rises or declines in this rate. 

As under the House bill, once the interest rate is determined, the 
next step is to determine the adjustment in the life insurance reserves. 
This is computed by taking the difference between the interest rate 
to be used in computing the policy requirements and the rate assumed 
by the company in establishing its own reserves. Then, based upon 
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a rule demonstrated by industry experience, the reserves of the com- 
pany are adjusted downward by 10 percent for every 1 percent by 
which the average earnings rate (or deduction rate under the House 
bill) exceeds the company’s own assumed rate (or vice versa). The 
policy and other contract liability requirements then are determined 
by multiplying the life insurance reserves as so adjusted by the 
average earnings rate (deduction rate under the House bill). The 
adjustment is made to life insurance reserves to restate, in effect, the 
reserves as they would have been if the average earnings rate of the 
company (or deduction rate under the House bill) had bom used by 
the company in establishing these reserves. 

The amount set aside and not taken into account with respect to 
pension plans is substantially the same as under the House bill. The 
amount set aside for this purpose is the average pension plan reserves 
multiplied by the current earnings rate. The set-aside of this amount 
with respect to pension plan reserves is designed to remove discrimi- 
nation against pension plans of small employers who are likely to be 
insured through insurance companies. At the present time where an 
employer is large enough to establish a trusteed pension plan, entirely 
separate from the insurance company, investment income received by 
such a trust (in the case of a qualified pension plan) is free of income 
tax. Not taxing investment income attributable to qualified pension 
plan reserves, therefore, equates with this the treatment provided the 
smaller employers who establish plans through insurance companies 
because they cannot afford to establish separate trusteed pension plans. 
No set-aside is provided for, however, with respect to earnings on 
the portion of surplus attributable to pension fund business, nor, under 
phase 2, is any special deduction provided with respect to pension 
plans. (However, in phase 2 a deduction is in effect obtained to the 
extent that amounts are paid out with respect to the pension plans as 
dividends to policyholders.) In the case of the separate capital gains 
tax, no special deduction is permitted with respect to pension plan 
reserves since this is a low-rate tax applying without special allo- 
cations. As indicated above, this treatment for pension plan reserves 
is available for reserves related to qualified pension plans meeting 
the tests as to nondiscrimination provided in section 401 and following. 
In addition, under your committee’s amendments this is to be available 
with respect to reserves relating to annuities for employees of an 
organization which qualifies for exemption under section 501(c)(3) 
as an educational, charitable, or religious organization. 

The special amount set aside with respect to qualified pension plan 
reserves does not become fully effective until the calendar year 1961. 
In 1958 no special set-aside is provided; in 1959 the special rules are 
to be applicable to one-third of the pension fund reserves; and in 
1960 to two-thirds of those reserves. 

The amount taken into account in determining policy and other 
contract liability requirements with respect to interest paid is the 
same under your committee’s amendments as under the House bill 
with the exception of one provision added by your committee. Deduc- 
tions in this case are allowed for interest paid on indebtedness, dis- 
counts on prepaid premiums to the extent of the accrual during 
the year, and interest paid on insurance or annuity contracts for 
which no provision is made in the life insurance reserves. This latter 
category includes interest paid on supplementary contracts and policy- 
holder dividends which the policyholders have allowed to accumulate 
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in the company. In addition, your committee has added a provision 
to make it clear that interest added by a life insurance company to 
special contingency reserves required by section 8(d) of the Federal 
Employees Group Life Insurance Act of 1954 are to be included in 
this category. of the interest payments included under this 
provision are similar in nature to the deduction for interest paid or 
credited on deposits by a bank and therefore properly are not taken 
into account in determining the income of the life insurance company 
making the payment. 

The sum of the three amounts referred to above—namely, the 
amount set aside with respect to earnings on life insurance reserves, 
the amount set aside with respect to earnings on pension plan reserves, 
and the amount set aside with respect to interest paid—constitute the 
policy and other contract liability requirements. ~~ 

5. Taxable investment income.—Under your committee’s amend- 
ments the taxable investment income of a life insurance company is 
the life insurance company’s share of each item of investment yield, 
with certain reductions. The life insurance company’s share of in- 
vestment yield is the amount remaining after setting aside the policy- 
holder’s share of investment yield. The policyholder’s share of the 
investment yield is the percentage of this investment yield represented 
by the policy and other contract liability requirements. Thus, the 
insurance company’s share of the investment yield is the difference 
between this percentage and 100 percent. 

Included in this investment yield which is divided between the 
policyholder and the life insurance company is tax-exempt interest 
on State and municipal bonds, partially tax-exempt Federal bond in- 
terest, and 85 percent of dividends received with respect to which a 
deduction is available. To arrive at taxable investment income of 
the life insurance company, its share of investment yield is reduced by 
its share of this tax-exempt interest, partially tax-exempt interest, 
and 85 percent dividends received deduction. The purpose of your 
committee in providing this treatment is to exempt a life insurance 
company from tax on any tax-exempt interest, on thirty fifty-seconds 
of partially tax-exempt interest, and on 85 percent of dividends re- 
ceived. ‘To give further assurance that no tax is to be imposed on tax- 
exempt interest and the other items, your committee has added a 
special paragraph to the bill providing that if the application of the 
definition of taxable investment income does result in the imposition 
of tax on tax-exempt interest, on the thirty fifty-seconds of partially 
tax-exempt interest, or on the 85 percent of dividends received, adjust- 
ment is to be made to the extent necessary to prevent any such 
imposition of tax. 

further deduction allowed in arriving at taxable investment in- 
come is the so-called small business deduction. Under your com- 
mittee’s bill this is 10 percent of investment yield but not more than 
$25,000. Under the House bill a special small business deduction 
was allowed equal to 5 percent of a company’s net investment income 
up to a ceiling of $25,000. The small business deduction is patterned 
after the 2% percent differential provided on the first $1 million of 
net investment income under the 1955 stopgap formula. The substi- 
tution of the 5 percent by the House bill for the 2% percent increased 
the relief for small companies which do not reach the $25,000 ceiling, 
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and the additional increase of this percentage to 10 percent which was 
made by your committee still further increases the relief for such 
small companies. By retaining the $25,000 ceiling, the additional 
relief provided by your committee is entirely confined to the smaller 
life insurance companies. 

6. Summary of changes made in phase 1 by your committee’s amend- 
ments.—The principal changes made by your committee in the phase 1 
tax base already have been described above. They can be sum- 
marized, however, as follows: 

(a) The House bill determined the net investment income of the 
company as being the whole of the gross investment income less all 
the exempt interest, the deduction for partially exempt interest, and 
the entire deduction for dividends received. From this a deduction 
was allowed for policy and other contract liabilities. Under the 
House bill, however, this deduction was reduced to the extent that 
this deduction was attributable to the already deducted tax-exempt 
interest, partially tax-exempt interest, and intercorporate dividends 
received. Under your committee’s amendments, on the other hand, 
there is a determination of the life insurance company’s share of the 
investment income less investment expenses. Then this is reduced 
by the life insurance company’s share of tax-exempt interest, thirty 
fifty-seconds of the partially tax-exempt interest, and 85 percent of 
the intercorporate dividends received. In addition, your committee’s 
bill by a special proviso makes it clear that in no case is any tax 
to be imposed on tax-exempt interest, on the thirty fifty-seconds of 
partially tax-exempt interest, or on the 85 percent of the dividends 
received. 

(6) Your committee’s amendments determine the life insurance 
reserve requirements by employing a 5-year average earnings rate 
rather than by using a deduction rate which is halfway between the 
current earnings rate and the company’s own assumed rate (or the 
industry assumed rate for the prior year, if higher). 

(c) Pension reserves, the earnings on which are in effect excluded 
from tax, under your committee’s amendments are defined as includ- 
ing not only reserves for qualified pension plans, but also reserves for 
annuities of educational, charitable, and religious organizations de- 
scribed in section 501(c)(3) of the code. 

(d) Under your committee amendments the interest paid, included 
in the policy and other contract liability requirements, is defined as 
including interest paid on special contingency reserves provided for 
under the Federal Employees Group Life Insurance Act of 1954. 

7. Example of phase 1 tax computation.—The computation of taxable 
investment income under the House bill and under the bill as amended 
by your committee can be illustrated by the following example. 
Assume the following with respect to a life insurance company: 


ite taba eR er gt DE wo inn En ip eereg A fipli tapes Phe ae ...- $1, 000, 000 
Reserves - - - - - ae nen tae St ek Sin eee oan ES oe 2 ; ...-. $900, 000 
Investment yield (or net investment income before small business 

deduction under the House bill) _.....--.....--...---.-.---..- $40, 000 
Company’s current earnings rate. ._..~. -..+..---4+- ..-percent... 4 
Company’s average earnings rate (for the current and 4 prior years) 

percent _ 3. 75 

Company’s assumed rate_-....--.. su 2sll skill eee elk do... 2. 5 


Industry average assumed rate in prior year 
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Under your committee’s amendments the average earnings rate 
of 3.75 percent would be used in determining the policy and other 
contract liability requirements. Under the bill (both the House bill 
and the bill as amended by your committee) for every 1 percent of 
increase in the interest rate used, over the company’s own assumed 
rate, the reserve is adjusted downward by 10 percent. Since here 
the 3.75 percent average earnings rate is 1.25 percentage points above 
the company’s assumed rate of 2.5 percent, the reserve is adjusted 
downward by 12.5 percent. Thus, the $900,000 of reserves is reduced 
for purposes of this computation to $787,500. As a result, the reserve 
requirements in this case would be $787,500 multiplied by 3.75 
percent or $29,531. Assuming that there was no “interest paid” and 
no pension trust reserves this $29,531 is the policy and other contract 
liability requirement. The next step is to expreSs this requirement 
of $29,531 as a percentage of the $40,000 of investment yield. This 
is 73.8 percent of investment yield and, therefore, the life insurance 
company’s share of the investment yield is 26.2 percent. That per- 
centage of the investment yield (26.2 percent of $40,000) is $10,469. 
From that amount would be deducted the life insurance company’s 
share of any tax-exempt interest, its share of 85 percent of any divi- 
dends received, and its share of thirty fifty-seconds of any partially 
tax-exempt interest, together with the small-business deduction of 
10 percent (with a maximum deduction of $25,000) of investment yield. 
Thus, if $400 of the investment yield were tax-exempt interest, the 
company would be entitled to a further deduction of its share (26.2 
percent) of this $400 or $105 (or a greater amount if this is not suffi- 
cient to prevent the imposition of any tax on tax-exempt interest). 
In addition, there would be the small-business deduction which is 10 
percent of $40,000 or $4,000. Taking $4,105 from the company’s 
share of investment yield results in a phase 1 tax base of $6,364. 

Under the House bill, given the above assumptions, the “deduction 
rate” of the company would be 3% percent (halfway between the 
company’s current earnings rate of 4 percent and the industry average 
assumed rate of 3 percent, since the latter is higher than the company’s 
own assumed rate). As under the House bill, the company’s reserves 
are adjusted downward 10 percent for every 1 percent of difference 
between the company’s own assumed rate and the rate of interest 
used. Since here the deduction rate is 1 percentage point above the 
company’s own assumed rate, the reserve is adjusted downward by 
10 percent, i.e., the reserve is adjusted downward from $900,000 to 
$810,000. As a result the reserve deduction in this case would be 
$28,350 ($810,000 multiplied by 3.5 percent). As stated in the 
assumptions, the net investment income is $40,000 before the small 
business deduction; reducing the $40,000 by the small business deduc- 
tion (5 percent of $40,000 or $2,000) leaves $38,000 of net investment 
income. Deducting the policy and other contract liability deduction 
of $28,350 from this (assuming no deductions for interest paid or 
pension plan reserves) leaves a taxable investment income of $9,650. 

The above illustration was based upon the assumption of no tax- 
exempt income. If, however, $400 of the company’s income were 
tax-exempt interest, the company would be entitled to a further 
deduction of $400, but its policy and other contract liability deduction 
would be cut back by the amount of $400 multiplied by $28,350. 


40,000 











20 LIFE INSURANCE COMPANY INCOME TAX ACT OF 1959 


The amount of this cutback would be $283.50, leaving a net reduction 
in the tax base on account of this tax-exempt interest of $116, offset 
by a decrease of $20 in the small business deduction.! Thus, the 
taxable investment income would be $9,650 minus $96, or $9,554. 


B. Phase 2.—Gains or losses from operations 


1. General explanation —The computation of gains and losses from 
operations is designed to arrive at the total income of the life insur- 
ance company. ‘Thus, it includes receipts from all sources, including 
the life insurance company’s share of investment income and also 
income derived from the operation of the insurance business itself. 
Against this are allowed the appropriate deductions, including those 
relating to the operation of a life insurance business and also deduc- 
tions for special contingencies deemed necessary for life insurance 
companies. The amount obtained after subtracting from gross 
receipts the various deductions is known as gain (or loss) from opera- 
tions. If the result is a gain from operations, the next step is to deduct 
taxable investment income as computed under phase 1, since this 
amount is already included in the life insurance company’s tax base. 
The amount remaining is here referred to as underwriting gain since 
it in large part consists of mortality and loading savings. The 
mortality savings are those accruing from the fact that the deaths have 
not occurred as assumed in establishing the life insurance premiums 
and reserves. Loading savings are attributable to lower than esti- 
mated expenses for placing policies on the books and servicing them 
from that time on. In addition, however, what is here called under- 
writing income may also include minor amounts of investment income, 
since under phase 2 the life insurance company’s share of the invest- 
ment yield taken into account is determined on the basis of the 
company’s own assumptions as to the interest required to be added 
to reserves rather than on the basis of the interest which would be 
added to reserves if based upon the 5-year average of the company’s 
earnings rate. 

After determining the underwriting gain, one-half of this amount is 
then added to the taxable investment income to obtain the combined 
tax base under phases 1 and 2. This 50 percent reduction in under- 
writing gains is made because it is difficult to establish with certainty 
the actual annual income of a life insurance company. It has been 
pointed out that because of the long-term nature of life insurance con- 
tracts, amounts which may appear as income in the current year, and 
as proper additions to surplus, may as a result of subsequent events be 
needed to fulfill life insurance contracts. Because of this difficulty in 
arriving at true underwriting gains on an annual basis, both the 
House bill and your committee’s bill provide for the taxation of only 
50 percent of this gain on a current basis. 

The above discussion has dealt with the cases where there are 
underwriting gains. However, if there are underwriting losses (i.e., 
either the gain from operations is smaller than the taxable investment 
income or there is a loss from operations) the tax treatment varies. 
In this case the total tax base under phases 1 and 2 is to be the taxable 
investment income less 100 percent of any underwriting loss (or, 
~ 1 Under the House bill the small business deduction is a percentage of net investment income after deduc- 


tion of tax-exempt interest, etc. Therefore, assuming $400 of the $40,000 to be tax-exempt income reduces 
the small business deduction from $2,000 to $1,980. 
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stated differently, the amount of the gain from operations). It 
will be noted that in this case the underwriting loss is allowed in full 
as an offset against taxable investment income, even though, had 
there been a gain, only 50 percent of the underwriting gain would have 
been taken into account. The full offset of losses in this case is 
allowed so that companies with underwriting losses can obtain the tax 
benefit of these losses immediately rather than subsequently when, in 
the case of a stock company, reduced distributions are made to 
shareholders. 

The tax base where the gain from operations is less than the taxable 
investment income (or where there is a loss from operations) can be 
viewed as substituting for the regular phase 1 and phase 2 tax bases 
the single item of gain from operations. 

2. Gross receipts.—The first step is to determ#fe gross receipts. 
Gross receipts for this purpose include premiums and other considera- 
tions on insurance and annuity contracts and also considerations for 
supplementary contracts. These premiums are reduced for return 
premiums and premiums arising out of reinsurance ceded. A second 
item in gross receipts is any decrease in life insurance reserves repre- 
senting the release of funds formerly set aside for policyholders but no 
longer required for this purpose. A third category is the life insurance 
company’s share of investment yield, and a fourth is other income 
received. 

The investment income included under your committee’s amend- 
ments is the life insurance company’s share of investment yield (gross 
investment income less investment expenses). The life insurance 
company’s share of the investment yield, for purposes of the phase 2 
tax base, is the ratio of its own required interest to investment yield. 
Required interest represents the interest addition to reserves actually 
made by the company. Thus, it is the rate of interest assumed by the 
taxpayer in calculating its reserves multiplied by the average of its 
life insurance reserves for the year. The ratio used in phase 2 in 
determining the policyholders’ and life insurance company’s shares 
of investment yield differs from the ratio used in phase i in that the 
phase 1 computation makes use of the average earnings rate, thereby 
increasing somewhat the policyholders’ share relative to what it is in 
phase 2, where the actual interest added to reserves is used. In the 
House bill there is no such specific deduction for required interest 
under phase 2 but instead this is taken into account in the deduction 
for increases in reserves. As under the phase 1 tax base, tax-exempt 
interest, thirty fifty-seconds of partially tax-exempt interest and 85 
percent of intercorporate dividends received, to the extent of the life 
insurance company’s share, are allowed as deductions in determining 
the life insurance company’s share of investment yield included in 
the phase 2 tax base. Also allowed as a deduction from this income 
is the same small business deduction for which provision is made in 
phase 1. 

3. Deductions for claims, expenses, and additions to reserves —The 
deductions allowed against the gross receipts described above include 
claims and benefits paid to policyholders and their beneficiaries, ex- 
penses of operating the insurance business, and investment expenses, 
if any, to the extent not allowed in computing investment yield. 

The deductions also include increases in life insurance reserves (and 
unearned premiums and unpaid losses and amounts necessary to satisfy 
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insurance or annuity contracts which do not involve life, health, or 
accident contingencies) but only to the extent of the excess of these 
additions over the required interest. Leaving required interest out of 
addition to reserves is a variation from the treatment provided in the 
House bill. Under your committee’s amendments the required inter- 
est is omitted here because it is represented by the exclusion of that 
portion of the investment yield set aside for policyholders. 

4. Deduction for policyholder dividends.—In the case of participatin: 
policies (insurance written on a mutual basis) deductions are a Sowell 
for dividend payments or rate credits to policyholders. Under the 
House bill these dividend payments, although allowed as deductions 
in computing the phase 2 tax base, were not allowed to reduce taxable 
investment income under phase 1 or to create a net operations loss 
which could be carried over and applied in reduction of underwriting 
gains of another year. Under your committee’s bill these dividends 
(plus certain other deductions described below) are allowed as offsets 
against the phase 1 tax base, or are allowed to create an underwriting 
loss for tax purposes, up to the extent of $250,000. Your committee 
realized that to permit these dividends to offset in full the phase 1 


tax base would in effect allow mutual companies to distribute their - 


investment income as dividends without payment of tax. On the 
other hand, it recognized that smaller mutual companies paying what 
are recognized as ordinary policyholder dividends may, nevertheless, 
incur underwriting losses if they attempt to expand their operations. 
It was the problem faced by these smaller mutual companies that. led 
your committee to the conclusion that policyholder dividends should 
be allowed as deductions, to a limited extent, in determining any 
underwriting loss to be offset against the phase 1 taxable investment 
income. 

5. Deduction for nonparticipating policies.—Policyholder dividends 
in part reflect the fact that mutual insurance is usually written on a 
higher initial premium basis than nonparticipating insurance, and 
thus the premiums returned as policyholder dividends, in part, can 
be viewed as a return of redundant premium charges. However, such 
amounts provide a ‘‘cushion’’ for mutual insurance companies which 
can be used to meet various contingencies. To have funds equivalent 
to a mutual company’s redundant premiums, stock companies must 
maintain ralatinaly larger surplus and capital accounts, and in their 
case the surplus generally must be provided out of taxable income. 
To compensate for this, the House bill allows a deduction for non- 
participating insurance equal to 10 percent of the increase in life 
insurance reserves attributable to nonparticipating life insurance (not 
including annuities). Your committee has recognized the validity of 
the reasons for providing such a deduction and has therefore con- 
tinued it in your committee’s version of the bill. However, basing this 
addition, as does the House bill, only upon additions to life insurance 
reserves does not take account of the mortality risk factor present in 
policies involving only small reserves, To overcome this deficiency, 
your committee’s amendments provide that a special 3 percent deduc- 
tion based on premiums is to apply, instead of the 10 percent deduction, 
where it results in a larger deduction. This is a deduction equal to 
3 percent of the premiums for the current year attributable to non- 
participating policies (other than group or annuity contracts) issued 
or renewed for a period of 5 years or more. 
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As in the case of policyholder dividends, the 10 percent or 3 percent 
deduction for nonparticipating policies may enter into an underwriting 
loss, and thereby reduce taxable investment income, only to the extent 
of the $250,000 limit referred to above in the case of policyholder 
dividends. 

6. Deduction for group insurance—A special deduction is also 
allowed under both the House bill and your committee’s bill for group 
life, accident, and health insurance, equal to 2 percent of the premium 
income from this type of insurance until the cumulative amount of 
these deductions equals 50 percent of the current year’s premium 
income from this source. This special deduction, which is patterned 
after the reserve requirement of two States, is designed to compensate 
for the fact that in group insurance there is less than the usual diversifi- 
cation of risk. This deduction, except to the extefit of the $250,000 
referred to above, may not be an underwriting loss offset against 
taxable investment income. 

7. Net operations loss deduction—The House bill provides a net 
operations loss deduction which is similar to the net operating loss 
deduction available to corporations generally. As in the case of the 
net operating loss deduction generally available, under the House bill 
this operations loss deduction may be carried back 3 years or forward 
5 years. Under the House bill these loss carryforwards are available 
only for 1958 and subsequent years. Your committee has in general 
accepted the net operations loss deduction provided by the House bill 
but has made two extensions in its application. It has provided that 
a new company, for losses incurred in any of its first 5 years as an 
insurance company, is to have a 10-year carryforward of losses, 
rather than the usual 5-year carryforward. Your committee made 
this change because of its special interest in helping new companies 
in getting started. Also, your committee recognized that for such 
companies the net operations loss 3-year carryback provides very 
little assistance, since such companies are unlikely to have income in 
their early years to which they can carry back losses. Thus, in 
effect, they would have available to them (without this amendment) 
only the 5-year carryforward. A company is not considered as ‘“‘new”’ 
for this provision if at any time during the loss year it was a “‘non- 
qualified’ corporation within the meaning of the bill. 

8. Special limitation on phase 2 tax in 1958.—In view of the fact 
that the tax on underwriting gains is entirely a new tax for life insur- 
ance companies, your committee has added a special provision limiting 
the additional tax which may arise as a result of taxing underwriting 
gains for the first time. It has added a proviso to the effect that for 
the calendar year 1958 if the half of the underwriting gain taxed cur- 
rently (phase 2 tax base) exceeds the taxable investment income (phase 
1 tax base) the amount of underwriting gain taxed currently is to 
be reduced by 10 percent of the amount by which this exceeds the 
taxable investment income. This will ameliorate the initial impact 
of this phase 2 tax. 

9. Summary of changes made in phase 2 by your committee’s amend- 
ments.—The principal changes made by your committee in the phase 
2 tax base have been described above. They can be summarized, 
however, as follows: 

(a) The House bill included investment income in its entirety (after 
the exclusion or deduction of tax-exempt interest, etc.) as one of the 
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receipt items to be taken into account. The House bill then provided 
for the deduction of required interest as a part of the deduction for 
additions to reserves, and finally reduced deductions generally for the 
portion of this required interest which represented tax-exempt interest, 
partially tax-exempt interest, and 85 percent of intercorporate divi- 
dends received. Your committee’s amendments, on the other hand, 
determine the portion of the investment income which represents 
the policyholders’ share, based upon the relationship of required 
interest to investment yield, and does not take this portion of invest- 
ment yield into account in computing the phase 2 tax base. Thus, if 
there is tax-exempt interest, etc., the life insurance company’s share 
is deducted from the life insurance company’s share of investment 
yield, which is one of the items in the phase 2 tax base. The addi- 
tions to reserves therefore relate only to the premium additions to 
reserves. Your committee’s bill also provides that if it is estab- 
lished that the determination of gain from operations, as described 
in the bill, results in the imposition of any tax on tax-exempt interest, 
on thirty fifty-seconds of partially tax-exempt interest, or on 85 per- 
cent of the dividends received, adjustment is to be made to the extent 
necessary to prevent the imposition of any such tax. 

(6) An alternative is provided by your committee’s amendments to 
the 10 percent deduction for additions to reserves in the case of non- 
participating policies. It is provided that, instead of this 10 percent 
deduction, companies are to deduct 3 percent of premiums from non- 
participating contracts issued for a period of 5 years or more, if that 
amount is larger than 10 percent of reserves. 

(c) The House bill provides that policyholder dividends, the 10 
percent deduction for additions to reserves in the case of nonpartici- 
pating policies, and the 2 percent deduction for premiums in the case 
of group insurance may not be deducted to the extent they create or 
add to an underwriting loss which would offset the phase 1 tax base. 
Your committee’s amendments allow these items (or the 3 percent 
deduction provided as an alternative to the 10 percent deduction) to 
create or add to an underwriting loss which may be offset against the 
phase 1 tax base up to a limit of $250,000. 

(d) The House bill in computing net gain or loss from operations 
allows the deduction of losses from operations carried forward or back 
from other years. However, under the House bill no loss may be 
carried forward for any year prior to 1958. Your committee’s bill 
permits losses to be carried forward to 1958 and subsequent years 
from 1955, 1956, and 1957 to the extent that they are not offset by 
income in that 3-year period. 2 

(e) The House bill permits net operations losses to be carried back 
3 years or forward 5 years. Your committee’s bill in the case of a new 
business (in its first 5 years of operations as an insurance company) 
permits a 10-year carryforward. 

(f) Your committee’s amendments provide that if the phase 2 tax 
base for the calendar year 1958 (one-half of the underwriting gains) 
exceeds the phase 1 taxable investment income base, this phase 2 
base is to be reduced by 10 percent of this excess. 

10. Example of phase 2 tax computation.—The manner in which gains 
from operations are taken into account in arriving at an insurance 
company’s tax base under your committee’s amendments can be illus- 
trated by continuing the same example presented in connection with 
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phase 1. It is necessary, however, to assume one additional fact, 
namely, the gains from operations. In one example these are assumed 
to amount to $45,000, and then in another example, to show the effect 
of an underwriting loss, they are assumed to amount to $5,000. 

In the example where gains from operations are $45,000, the taxable 
investment income of $6,364 would be deducted, leaving an under- 
writing gain of $38,636. One-half of this, or $19,318, is added to the 
tax base under phase 1. 

On the other hand, where the gain from operations amounts to only 
$5,000, since there was a taxable investment income of $6,364, there 
would be an underwriting loss of $1,364. Deducting this from the 
phase 1 base of $6,364 leaves a tax base of $5,000, which is the overall 
gain from operations. The bill achieves this result by providing that 
where the gain from operations ($5,000 in the example) is less than 
the taxable investment income ($6,364), the combined tax base under 
phases 1 and 2 is to be the gain from operations ($5,000). 

If the company referred to in the example above had been a mutual 
insurance company, which paid policyholder dividends of, say, $10,000, 
the result would be the same under your committee’s amendments 
but different under the House bill. The policyholder dividends 
deductible (together with the 10, or 3, percent and 2 percent deduc- 
tions) would be allowed to enter into an underwriting loss to the extent 
of $250,000 under your committee’s amendments, but not at all under 
the House bill. Thus, under your committee’s amendments the 
results for the mutual company in the above example would be the 
same as shown above, but under the House bill the deductible policy- 
holder dividends (as well as the 10, or 3, percent and 2 percent deduc- 
tions) would be limited to the amount of the underwriting gains as 
otherwise computed, so that the policyholder dividends would be 
denied as deductions to the extent of the $1,364 of underwriting 
loss. This would have meant under the House bill that the entire 
life insurance company’s share of the investment income—namely, 
$6,364—would have remained subject to tax with no offset being 
available as a result of the underwriting loss. 


C. Phase 3—Taz on distribution, ete. 


1. General explanation.—As previously indicated, only one-half of 
the underwriting gains are taxed currently under phase 2 because of 
the difficulty of determining on an annual basis the true income of a 
life insurance company. However, where a life insurance company 
has distributed dividends to stockholders which are in excess of the 

reviously taxed income,.it becomes clear that the company itself 
1as made a determination that additional amounts constitute income 
which was not required to be retained to fulfill the policyholders’ 
contracts. Therefore, phase 3 of the bill in general provides that 
income distributed by life insurance companies to stockholders in 
excess of the amounts already taxed on a current basis is to be included 
in the regular income tax base of the life insurance company at the 
time of the distribution. This tax may also become due if the com- 
pany voluntarily elects to be taxed on the previously untaxed income, 
if the cumulative amount of the tax deferred income exceeds certain 
peneeenien limits, or if for a specified period of time the company no 
onger qualifies as an insurance company or as a life insurance company. 

aoe the House bill this phase 3 addition to the tax was to be fully 
effective for 1959 and subsequent years. Your committee decided, 
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however, that since this represented a new tax, more time should be 
given insurance companies to adjust to it. For that reason your 
committee’s amendments make this tax one-third effective in 1959, 
two-thirds effective in 1960, and fully effective in 1961. This tax 
relief under phase 3 for 1959 and 1960, however, is to be available only 
in the case of actual distributions and not under any of the other cir- 
cumstances which may result in the imposition of a phase 3 tax. 

2. Operation of shareholders and policyholders accounts.—The phase 3 
portion of the tax base of life insurance companies under both the 
House bill and your committee’s bill is provided for by establishing two 
special surplus accounts for tax purposes. The purpose of these ac- 
counts is to determine priorities between amounts on which the tax 
has been paid, and amounts on which the tax has been deferred but 
comes due at time of distribution. One of these accounts, called the 
shareholders surplus account, is a record of all tax paid amounts (re- 
maining after payment of taxes). Under the House bill this account 
is established for calendar years beginning on or after January 1, 1959. 
Your committee, however, has amended this to establish this particular 
account as of January 1, 1958. Thus, each year from 1958 (1959 
under the House bill) on, any amounts taxed under phase 1, 2, or 3, or 
as long-term capital gains, which remain after payment of Federal 
tax, are added to this account. In addition, certain intentionally non- 
taxed amounts are also added to this account. These include the 
small business deduction, the full amount of any tax-exempt interest, 
the entire thirty fifty-seconds of partially tax-exempt interest, and all 
of the 85 percent of intercorporate dividends received. Distributions 
are first treated as being paid out of this account to the extent of any 
cumulative balance in it, and since the amounts in this account repre- 
sent amounts on which the tax has already been paid, such distribu- 
tions do not result in any further tax to the life insurance company. 

The effect of the amendment made by your committee establishing 
this account for 1958 and subsequent years, instead of for 1959 and 
subsequent years, is to permit life insurance companies to distribute 
amounts with respect to which they paid tax for 1958, without first 
having to pay tax on amounts earned in 1959 (and possibly subse- 
quent years) on which the tax had been deferred. This seems desir- 
able in view of the fact that companies could not plan their 1958 dis- 
tributions with knowledge as to the tax effect of any phase 3 tax. 

Both the House bill and your committee’s bill also provide a second 
surplus account called the policyholders surplus account. Into this 
account is placed the half of the underwriting profits which are not 
taxed on a current basis. Your committee has also amended the bill 
to add to this account the amounts deducted with respect to non- 
participating policies (either the 10 percent of additions to reserves 
or the 3 percent of premiums) and also the amount equivalent to 2 
percent of premiums on group insurance. The effect of placing these 
amounts in this account is to impose a tax on these amounts at any 
time they are withdrawn from the life insurance company, or when 
any of the other circumstances occur which result in the imposition of 
a phase 3 tax. Your committee approves of the allowance of these 
deductions and believes that they provide a desirable ‘‘cushion” for 
special contingencies which may arise in the case of the policies in- 
volved. However, your committee concludes that if the insurance 
company itself decides to distribute these amounts to stockholders 
it has demonstrated that this “cushion” is no longer needed. 
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A dividend distribution will reduce this policyholder surplusac- 
count only if there is no balance remaining in the shareholders surplus 
account, although certain other circumstances (described below) may 
also terminate the tax deferral for amounts in this account. When 
there is any such distribution, however, a portion of the policyholders 
surplus is subject to tax and constitutes the third-phase portion of the 
life insurance company’s tax base. The amount so determined is 
added to any tax base determined under phases 1 and 2 before apply- 
ing the regular corporate tax rate. Where an amount is distributed 
from the policyholders surplus account, the amount included in the 
tax base and the amount considered as withdrawn from the account, 
however, not only includes the amount paid to the shareholder but 
also the related tax payable to the Federal Government. Thus, 
generally, a $48 distribution from this account to-shareholders will 
result in $100 being included in the phase 3 tax base and a $100 with- 
drawal from the policyholders’ account, $48 of this amount being 
distributed to the shareholders and $52 representing Federal income 
tax. As indicated above, however, only after the shareholders surplus 
account is reduced to zero are distributions considered as being made 
from this policyholders surplus account. Distributions in excess of 
the balances in these two accounts do not entail any tax consequences 
to the company. 

3. Termination of tax deferral—The procedure outlines above in 
general illustrates the operation of the shareholders and policyholders 
surplus accounts where there is a distribution. However, the bill also 
provides several special rules which have the effect of terminating the 
tax.deferral. First, under both the House bill and your committee’s 
bill, the life insurance companies are given an annual election to 
transfer amounts from the policyholders account. Where they do so 
they must include the amount so transferred in their tax base, the 
shareholders surplus account, then] beingyincreased by that amount 
less the tax. 

Second, the House bill provided that the balance in the policyholders 
surplus account could not exceed 25 percent of life insurance reserves 
or 60 percent of net premiums received in the current year, whichever 
is the higher. When the cumulative balance exceeded the higher of 
these two limits, the excess over the higher limit was subjected to tax. 
Your committee has accepted the concept of a ceiling on the policy- 
holders surplus account but has provided somewhat different limita- 
tions from those specified in the House bill. Thus, under your 
committee’s amendments, the maximum amount in the policyholders 
surplus account may not exceed the highest of the following: 

(a) 15 percent of total life insurance reserves, or 
(b) 25 percent of the cumulative additions to life insurance 
reserves since 1958, or 
(c) 50 percent of the net premiums received during the year. 
This modification was made by your committee in order to place 
relatively more emphasis on increases in reserves since 1958. It is 
believed that this will be relatively more favorable for the new and 
expanding companies. 
hird, the House bill provided that any amount in the poliey- 
holders surplus account was to become taxable as of the end of the 
prior year, if a company ceased to bea life insurance company (unless 
the carryover provisions of sec. 381(¢)(22) were applicable to its suc- 
40690—59——3 
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cessor). Your committee has in general retained this provision but 
has liberalized it somewhat by providing that the tax deferral is not 
to be terminated in the case of an insurance company which no longer 
qualifies as a life insurance company unless for 2 years it does not so 
qualify. This makes allowance for the fact that an insurance company 
through accidental circumstances, such as the cancellation of a large 
group policy, may temporarily and unintentionally pe disqualified as 
a life insurance company, with the result that its full deferred tax 
becomes due. 

Fourth, both the House and your committee’s bill provide that 
payments of debt, attributable to distributions to shareholders after 
February 9, 1959, the date of introduction of this bill, are to be treated 
as distributions out of shareholders or policyholders surplus accounts 
in the same manner as in the case of cash distributions. 

4. Summary of changes made in phase 3 by your committee’s amend- 
ments.—The principal changes made by your committee in the phase 
3 tax base have been described above. They can be summarized, 
however, as follows: 

(a) The House bill would have made the phase 3 tax applicable 
with respect to 1959 and subsequent years. Your committee’s bill 
makes the phase 3 tax one-third effective with respect to 1959, two- 
thirds effective with respect to 1960, and fully effective thereafter. 
These tax reductions in the case of the phase 3 tax base, however, are 
to be available only in the case of actual distributions. 

(6) Your committee has provided that the deduction for nonpar- 
ticipating policies (either 10 percent of additions to reserves or 3 
percent of premiums for policies of 5 years or more), and the deduction 
for group insurance (2 percent of premiums) are to be treated as items 
to be added to the policyholders surplus account, with the result that 
they will result in the imposition of tax if distributed to shareholders. 

(ec) Under the House bill all aspects of the phase 3 tax base would 
have been made applicable for the first time with respect to 1959 
earnings. Under your committee’s amendments, however, the share- 
holders surplus account is to be established as of January 1, 1958, with 
the result that taxed earnings in 1958, to the extent they are not 
distributed in that year, can in subsequent years be distributed with- 
out payment of tax on policyholders surplus. 

(d) Under the House bill, earnings may not be retained in the 
policyholders account in a tax-deferred status if the cumulative 
amount exceeds 25 percent of life insurance reserves or 60 percent 
of premium income for the current year. Your committee has modi- 
fied this provision to provide that earnings may not be retained in 
the policyholders account to the extent they exceed the highest of 
(1) 15 percent of total life insurance reserves, or (2) 25 percent of life 
insurance reserves cumulated since 1958, or (3) 50 percent of premium 
income in the current taxable year. 

(e) Under the House bill any amount in the policyholders surplus 
account with respect to which the tax has been deferred becomes 
taxable (as of the end of the prior year) in any year in which the 
company involved does not qualify as a life insurance company. 
Your committee has modified this to provide that this tax is to be 
due (at the end of the prior year) only if the company involved is 
not an insurance company for 1 year and is not a life insurance com- 
pany in either of 2 successive years. 
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5. Example of phase 3 tax computation.—The operation of phase 3 
can be illustrated by continuing the example already used in explaining 
the phase 1 and phase 2 tax base. In one of the examples it was 
assumed that the company had a taxable investment income of $6,364 
and that the taxable half of its underwriting gains amounted to 
$19,318, indicating a combined phase 1 and phase 2 tax base of $25,682. 
At the regular corporate rate, this would result in a tax of $7,855. 

Under phase 3 the portion of the combined phase 1 and phase 2 tax 
base remaining after the payment of tax ($25,682 minus $7,855 equals 
$17,827) would be entered in the shareholders surplus account. In 
addition, the small business deduction of $4,000 and the tax-exempt 
interest of $400 would be added, resulting in a balance in this account 
of $22,227. At the same time an entry would be made in the policy- 
holders surplus account representing the half of the underwriting gains 
not taxed currently, in this case $19,318, plus (under your committee’s 
bill) the deduction taken for nonparticipating policies of, let us say, 
$4,000. So long as distributions do not exceed the balance in the 
shareholder’s surplus account of $22,227, there would be no phase 3 
tax. However, if additional amounts are distributed, the tax base 
(when phase 3 is fully effective) would be increased up to the balance in 
the ediingballnea account, namely, $23,318. Thus, if the distribu- 
tions in this case amounted to $27,027, the shareholders surplus 
account (balance of $22,227) would first be reduced to zero. he 
$4,800 still remaining would reduce the policyholders surplus account. 
However, a tax also must be paid, and this too comes from the policy- 
holders account. Since the tax base under phases 1 and 2 is in excess 
of $25,000 in this example, the withdrawal and the tax on this with- 
drawal are subject to a 52-percent rate. Therefore, in this case, there 
would be a reduction of $10,000 in the policyholders account, $5,200 
representing Federal income taxes, and $4,800 the distribution to 
stockholders. 


D. Special provisions included in House bill 


In addition to the basic provisions outlined above, there are a number 
of special provisions which merit comment. These include both special 
provisions in the House bill, which your committee has either con- 
tinued unchanged or modified, and also additional special provisions 
which your committee concluded represented desirable amendments. 
The special provisions of the House bill (whether or not modified) 
are discussed here. The new special provisions added by your 
committee are discussed in E below. 

1. Capital gains and losses —Both the House and your committee’s 
bill provide that net capital gains are to be taxed, beginning with the 
calendar year 1959. Capital gains (but not capital losses) are to be 
determined by using the cost or other basis of the properties involved 
as generally computed under the Internal Revenue Code, or their 
fair market value on December 31, 1958, whichever is higher. The 
tax rate is a flat 25 percent tax on these long-term gains (the excess 
of the net long-term capital gain over the net short-term capital loss). 
This differs from the treatment provided in the case of ordinary cor- 
porations in that this 25 percent tax is not an alternative tax but the 
only method of computation provided. This omission of any alter- 
native method of computation avoids the complexity of providing 
for the inclusion of capital gains in the regular tax base, which in 
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this case consists of three different phases. Capital gains are to be 
based on values as of December 31, 1958, because such gains pre- 
viously have not been usually subject to tax in the case of life insur- 
ance companies, and imposing a tax with respect to appreciation 
prior to that date would in effect be taxing some life insurance com- 
panies on capital gains which would not have been taxed if they 
had been realized. 

The category of property “used in the trade or business’’ which, if 
sold at an aggregate loss, results in an ordinary loss and which, if 
sold at an aggregate gain, results in a capital gain, in the case of life 
insurance companies is limited to depreciable assets used in carrying 
on the insurance business. To avoid complexity, assets used in any 
other trade or business in which an insurance company may be en- 
gaged (such as the renting of real estate, or in the operation of a farm 
which has been obtained by the insurance company through the fore- 
closure of a mortgage) are treated as capital assets and result in capital 
gain or loss upon sale. 

Your committee has retained the basic capital gains provisions of 
the House bill but has made two relatively minor modifications in 
the treatment provided by the House bill. First, it is provided in the 
case of transactions, such as installment sales, where the transaction 
occurred before the effective date of the capital gains provision, 
namely, before January 1, 1959, no capital gains tax is to apply merely 
because payment is received after that date. 

Second, your committee has provided that where a life insurance 
company sells all of its business of one particular type, such as an 
entire industrial life insurance department, in either a single trans- 
action or series of related transactions to another company (or com- 
panies) the transaction is to be treated as a sale of a capital asset if the 
transaction occurred in 1958. Since capital gains under the bill are 
taxable in 1958, this in effect means that for 1958 such a transaction 
is not to have any tax effect. By making this amendment, however, 
your committee intends no inference to be drawn as to the treatment 
of similar transactions in subsequent years. Where a company did in 
1958 sell all of its insurance contracts of one particular type, your com- 
mittee believed that it would be unfair to retroactively impose a tax 
in such a case, since this is the type of transaction a company would 
have been likely not to have made had it had any knowledge that any 
sizable tax was applicable. 

2. Dividends received credit and exclusion—Under present law divi- 
dends received by individual shareholders from life insurance com- 
panies are not eligible either for the 4 percent dividends received 
credit or the $50 exclusion available in the case of dividends received 
from ordinary corporations. This credit and exclusion in the past 
have been denied on the grounds that the tax paid by life insurance 
companies was minimal and, therefore, that there was no significant 
amount of double taxation if such dividend payments were fully in- 
cluded in the income of the dividend recipient. However, in view of 
the fact that both the House and your committee’s bills substantially 
increase the tax burdens of life insurance companies, it now appears 
appropriate to allow the dividend credit and exclusion with respect 
to their dividends. Appropriate amendments are included in both 
the House and your committee’s bills to achieve this result. 

3. Election for life insurance reserves computed on preliminary term 
basis.—Some life insurance companies compute their life insurance 
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reserves on what is called a preliminary term basis. The effect of this 
is to take the full agents’ commissions (which are larger in the initial 
period of a life insurance contract) out of amounts which would other- 
wise be added to reserves during the first year of a contract and to add 
correspondingly larger amounts to reserves in later years. The effect 
of this is to work a hardship on insurance companies using preliminary 
term reserves as compared with those which use ordinary reserves, 
since the policy and other contract liability requirements which. 
determine the policyholders’ and life insurance company’s shares of 
investment income depend on the size of the reserves. Moreover, 
premium additions to reserves, deductible under phase 2, also would 
in some cases be smaller. To avoid this result, life insurance com- 

anies which have computed their reserves on a preliminary term 
linia are permitted to recompute their reserves on g net level premium 
basis. This can be done either by an exact revaluation of the reserves 
to a net level premium basis or by approximating this result under a 
formula set forth in the bill. 

The House bill provides that the election to take the exact revalua- 
tion method or the approximate revaluation method is a binding 
election once made and must be adhered to unless a change is ap- 
proved by the Secretary or his delegate. Your committee has modi- 
fied this, however, to provide that, if for 1958 a life insurance company 
selects the approximate revaluation method, it may change and 
select the exact revaluation for 1959 and subsequent years without 
the consent of the Secretary or his delegate. This flexibility in elec- 
tions is provided because it has been suggested to your committee 
that the time now is too short to permit many insurance companies to 
make the computations necessary under the exact revaluation method 
for 1958. This makes the adoption of the approximate method 
necessary for 1958 and if the election were to be binding would make 
it impossible for a company to shift over to the exact method in a 
subsequent year unless the shift were approved by the Secretary or 
his delegate. 

4. Deficiency reserves-—Both the House bill and your committee’s 
bill revise the definition of life insurance reserves to exclude deficiency 
reserves. Such reserves are excluded even though they are required 
by State law. Asa result, these reserves will not be taken into account 
in determining gains from operations, and thus deficiency reserves 
which have been built up prior to 1958 will not produce an increase 
in the life insurance company’s tax base under phase 2 when they 
decrease in years after 1957. In addition these reserves will not be 
taken into account in determining whether life insurance reserves 
constitute more than 50 percent of a company’s total reserves—a 
condition which must be met if a company is to be classified for tax 
purposes as a life insurance company. 

Cases were called to the attention of your committee where com- 
panies had reinsured policies of assessment companies and the reserves 
of these companies were used by the reinsuring company to cover 
the difference between the gross premiums required under ordinary 
life insurance and the smaller premiums payable under the original 
assessment-type policies. Your committee thought that these re- 
serves should qualify as deficiency reserves to the extent they did not 
represent loading expenses. Therefore, the definition of deficiency 
reserves has been modified by your committee so that it refers to 
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“that portion” of a reserve which meets the specified conditions, and 
so that portion which qualifies will be covered by this provision. In 
addition, your committee made certain technical changes in this pro- 
vision to express it in terms of individual contracts instead of in terms 
of a group of contracts. 

5. Guaranteed renewable contracts.—Both the House bill and your 
committee’s bill provide that guaranteed renewable life, health, and 
accident insurance will be treated in the same manner as noncancelable 
life, health, and accident insurance. Reserves with respect to such 
insurance will, therefore, be treated in the same manner as life insur- 
ance reserves for purposes of computing taxable investment income 
and gains from operations. The type of insurance contracts referred 
to are life, health, and accident policies which are not cancelable by 
the company but under which the insurance company reserves the 
right to adjust premium rates by classes, in accordance with experi- 
ence under the type of policy involved. By including such contracts 
specifically within life imsurance reserves for the future, your com- 
mittee intends no inferences to be drawn as to their tax treatment 
under prior law. 

6. Requirement of accrual accounting and related adjustments.—Both 
the House and your committee’s version of the bill provide that com- 
putations in determining life insurance company taxable income are 
to be made on an accrual basis and, to the extent not inconsistent with 
other income tax provisions, in the manner required in making the 
annual statement to the insurance commissioners. Since under prior 
law accrual basis accounting was not required, this necessitates 
adjustments for those who previously have not been on an accrual 
basis. To provide for this, a transitional rule requires adjustments 
in the income to be made which are necessary to prevent duplications 
or omissions from income, where the company’s method of computing 
income for 1957 was different from that required by the bill for 
subsequent years. 

The House bill requires that adjustments to income, resulting from a 
change in method of accounting required for 1958, are to be taken into 
account by recomputing the 1957 tax. In the 1957 recomputation, 
one-tenth of the adjustment is taken into account. The difference 
between the tax computed on this basis and the tax as previously 
computed for 1957 is then multiplied by 10 and is the change in tax 
attributable to the adjustment. If this results in a decrease in the 
1957 tax, the amount so computed is credited or refunded to the tax- 
payer (but with no interest payable with respect to the refund or 
credit prior to March 16, 1960). However, in the usual case where 
the adjustment results in an increase in the amount of the 1957 tax, 
this additional amount of tax is payable in 10 equal installments 
beginning March 16, 1960. However, if at any time a company no 
longer qualifies as an insurance company, any balance of this amount 
becomes due. 

Your committee’s amendments accept the House method of com- 
puting the tax with respect to the accounting adjustment with two 
minor modifications. The committee has provided that, in measuring 
the additional tax on this adjustment for 1957, there is not to be taken 
into account the special ceiling on the policy deduction in the 1957 
law (designed to tax investment income of overcapitalized companies 
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at 52 percent) where the reserve and other policy liability deduction 
otherwise available was not allowed to exceed two times the required 
interest on life insurance reserves. Also, your committee has pro- 
vided that the special interest deduction available where investment 
income is less, or only slightly exceeds, the required interest on the 
reserves is not to be reduced because of the increase in investment 
income for 1957 resulting from the adjustment. The one-tenth of the 
readjustment income taken into account in 1957 (which after the tax 
is obtained is subsequently multiplied by 10) is a rough approximation 
of the result which would be obtained if this income were spread back 
over a 10-year period. The fact that these special provisions apply in 
1957 is no indication that they would apply-in the other 9 years of this 
spread and, therefore, since the tax determination is based upon a 
multiple of the 1957 tax computation, your commiftee concluded that 
it generally would achieve the wrong result to spread in effect the 
application of these special provisions over the other 9 years. 

In general, the treatment under the House bill and your committee’s 
amendments, for adjustments where there have been changes by life 
insurance companies in methods of accounting, is somewhat similar to 
the treatment provided by section 481 for other taxpayers where pre- 
1954 adjustments were involved. 

7. Foreign insurance companies carrying on U.S. insurance busi- 
ness.—Both versions of the bill provide that foreign insurance com- 
panies carrying on a life insurance business within the United States 
are in general to be treated in the same manner as domestic life insur- 
ance companies. However, a special rule is provided where the surplus 
of a foreign life insurance company which is held in the United States 
is less than a specified minimum figure. This figure is expressed as the 
same percent of the foreign insurance company’s liabilities on U.S. 
business as the average surplus of domestic companies is of their total 
liabilities. The Secretary of the Treasury will determine this ratio 
each year based on the prior year’s experience of domestic companies. 
However, for 1958 this ratio is to be 9 percent which is a rough approxi- 
mation of the 1957 surplus of domestic companies as compared to their 
liabilities. If the foreign insurance company’s surplus held in the 
United States is less than this proportion of the taxpayer’s total in- 
surance liabilities on U.S. business, then the policy and other contract 
liability requirements, and the required interest for computing gain 
from operations, are to be reduced by this excess multiplied by the 
rate of earnings on investments. Due to the new formula contained 
in this bill, foreign companies (if it were not for this provision) could 
obtain far more advantage from reducing their U.S. surplus than they 
could have obtained under prior law. This is designed to prevent 
foreign insurance companies doing business in the United States from 
avoiding tax they would otherwise have to pay to the United States, 
merely by holding surplus with respect to U.S. business in countries 
outside of the United States. 

For purposes of the phase 3 tax base, the House bill determines the 
portion of a distribution which is allocable to U.S. business on the 
basis of the ratio of the amount assumed to be the U.S. surplus to the 
company’s actual total surplus. As an alternative to this your com- 
mittee’s amendments provide that the portion of a distribution 
considered as being made with respect to U.S. business can be deter- 
mined on the basis of the ratio of the imsurance liabilities of the 
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company in the United States to the company’s total insurance lia- 
bilities. Your committee’s bill also provides apportionment rules 
where a foreign insurance company mutualizes. 

8. Reserves strengthening or weakening.—A special spread rule is 
applied under the House bill and your committee’s bill where a 
company determines that its reserves require strengthening and 
additions are therefore made to its reserves. If no limitations were 
imposed in these cases, the company could take a substantial addi- 
tional deduction in computing gain or loss from operations for the 
year when the reserves were strengthened. To spread the effect of 
such adjustments, it is provided that, in the case of reserve strengthen- 
ing, deductions relating to the additions in reserves are to be taken 
into account ratably over a 10-year period instead of entirely in the 
year of change. Conversely, in the case of reserve weakening, the 
increases in income relating to the reductions in reserves are to be 
taken into account over a 10-year period. 

9. Mutualizations—Certain problems are presented in connection 
with phase 3 where a stock life insurance company is ‘‘mutualized,”’ 
or converted into a mutual life insurance company, with a liquidating 
distribution being made to the stockholders and the remainder of the 
surplus and reserves being held for the benefit of policyholders in 
what now becomes a mutual company. ‘.In such cases a rule must be 
provided as to the type of capital or surplus being paid the share- 
holders for purposes of determining whether any amounts are paid 
out of the policyholders surplus account, and therefore properly includ- 
ible in the tax base of the life insurance company at the time of dis- 
tribution. Both the House and your committee’s bill provide that 
these payments to stockholders are first to be considered as being 
paid out of capital or surplus paid in. Any amount remaining is 
divided into two parts: payments deemed from surplus accumulated 
before 1959 and payments deemed from surplus accumulated from 
1959 forward, in proportion to the pre-1959 and the post-1958 surplus 
(the sum of the stockholders’ surplus account and the policyholders 
surplus account) as at the beginning of the year of distribution. Any 
payments considered as coming from post-1958 surplus are treated as 
coming first from the already taxpaid shareholders surplus account, to 
the extent of the balance of this account, and then from the policy- 
holders surplus account, withdrawals from which are subject to tax. 
None payments are treated as coming from prior accumulated 
surplus. 

10. Swmmary of changes made by your committee in House special 
provisions.—The principal changes made by your committee in the 
special provisions contained in the House bill have been described 
above. They can be summarized, however, as follows: 

(a) Your committee modified the House capital gains provision to 
—T, from tax, gains included in post-1958 receipts from pre-1959 
sales. 

(6) Where a company in 1958 sold all of a particular type of its 
insurance contracts, such as its entire industrial insurance depart- 
ment, your committee agreed that such a transaction should be con- 
sidered a capital transaction with respect to which no tax is imposed 
in 1958. No implications are to be drawn from this, however, as to 
the tax treatment of such transactions in the future. 

(c) Your committee agreed that companies which elect to use the 
approximate revaluation method in converting preliminary term 
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reserves to a net level premium basis in 1958 may have a new option 
to use the exact revaluation method with respect to 1959 and subse- 
quent years. 

(d) Where a life insurance company is required to shift to an accrual 
method of accounting and one-tenth of the adjustment in income is 
included for purposes of measuring the additional tax on the 1957 
income (the sak tax on the adjustment subsequently is multiplied 
by 10) your committee agreed to provide that two special provisions 
in the 1957 law are to be made inapplicable with respect to measuring 
the additional tax arising from this adjustment. These are the so- 
called ‘2 for 1 limit’’ designed to tax investment income of overcapital- 
ized companies at 52 percent and the special interest deduction where 
investment income was less or only slightly exceeded required interest. 

(e) In the case of foreign insurers of United States business, your 
committee agreed that for purposes of the phase 3 tax, such a company 
may determine the portion of any distribution to stockholders which is 
allocable to U.S. business either on the basis of the specially deter- 
mined U.S. surplus to total surplus (as is already provided by the 
House bill) or on the basis of U.S. insurance liabilities to total insur- 


ance liabilities. It also provides apportionment rules for foreign in- 
surers which mutualize. 


E. Special provisions added by your committee’s amendments 


1. Assessment companies.—In the case of mutual assessment com- 
panies, the House bill and also prior law provided that amounts de- 
posited by these companies with State officials as guarantee or reserve 
funds, and also funds maintained exclusively for the payment of 
claims, were to be treated as life insurance reserves. Thus, these 
assessment companies have consistently been treated as life insurance 
companies and it was thought that they were so treated under the 
House bill. However, in determining the division of investment in- 
come between policyholders and the life insurance company, both for 
purposes of the phase 1 and phase 2 tax bases, it is necessary to have 
an assumed rate of interest. However, these assessment companies 
have no interest rate which qualifies for this purpose. To overcome 
this deficiency, your committee has amended the bill to provide that 
the assumed rate of interest for these mutual assessment companies 
is to be 3 percent. 

2. Variable annuities—Your committee has added a provision to 
the House bill to make it clear that variable annuities are in general to 
be taxed in the same manner as other annuities. This was considered 
especially desirable in view of the recent Supreme Court case in this 
area (Securities and Exchange Commission v. Variable Life Insurance 
Company of America et al., March 23, 1959). Thus, companies 
issuing such contracts will, if they otherwise qualify, be treated as life 
insurance companies. Variable annuities differ from the ordinary or 
fixed dollar annuities in that the annuity benefits payable under the 
variable annuity vary with the insurance company’s overall invest- 
ment experience. The fixed dollar annuity, on the other hand, guar- 
antees the payment of a specified amount irrespective of the actual 
investment earnings. Both the fixed dollar annuities and the variable 
annuities, however, are based upon the principle of paying out either 
specified amounts, or specified units with values which vary with in- 
vestment experience, over the life of each member of an annuitant 
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group. ‘Thus, in both cases the insuring company bears the mortality 
risk. In view of this your committee believes variable annuities 
should in general be treated like other annuities for tax purposes. 

Your committee’s amendments provide that variable annuity con- 
tracts using recognized mortality tables but with annuity payments 
based on the investment experience of the company issuing the con- 
tract are to be treated as regular annuity contracts for purposes of the 
life insurance company tax. Therefore, such reserves will qualify as 
life insurance reserves and companies primarily issuing such policies 
will qualify as life insurance companies for Federal income tax pur- 
poses: The current earnings rate of such a company to be used in 
determining the portion of investment income belonging to the policy- 
holder and the portion representing the life insurance company’s 
share is to be computed in the usual manner, except that there is to be 
deducted from the company’s current earnings rate any actuarial 
margin charge prescribed by the contract. This same rate is also to 
be used as the company’s assumed rate of interest. 

This actuarial margin charge represents a charge made by the com- 
pany to cover general expenses which are over and above the expenses 
provided for in the charges made against premiums. In addition, 
this actuarial margin provides contingency mortality reserves, as 
well as the profit margin for the shareholders of the company. 

In the case of these variable annuity contracts, additions in re- 
serves for tax purposes are to include only increases made by reason of 
premium receipts and investment income, and decreases in these 
reserves for tax purposes are to take into account only benefits paid 
under these contracts. The effect of this is to exclude from reserve 
additions or decreases capital gains and losses, both realized and 
unrealized. These are ordinarily reflected in these reserves by such 
companies. In the case of unrealized gains and losses, the tax laws 
generally do not take such amounts into account; and in the case of 
realized gains and losses, an entirely separate 25 percent tax is im- 
posed with respect to any net long-term capital gains, both in the 
case of these companies and in the case of other insurance companies 
generally. 

Your committee’s bill provides that this treatment for variable 
annuity contracts is to apply only for the years through 1962. This 
special cutoff date for variable annuity contracts has been provided 
by your committee in order to give assurance that there will be an 
opportunity to review the tax treatment of variable annuities after 
these contracts have been in existence for a period of time. It is 
thought that, in view of the relative newness of such contracts, special 
problems may develop which will warrant review. 

3. Organizations meeting most, but not all, of the requirements for tax 
exemption under section 501(c)(9).—Under present law (sec. 501(c)(9)) 
voluntary employees’ beneficiary associations providing for the pay- 
ment of life, sick, accident, or other benefits to members of the asso- 
ciation or their dependents are exempt from income tax if no part of 
their net earnings inures to the benefit of any private shareholder or 
individual (other than through these payments) and if 85 percent or 
more of their income consists of amounts collected from the members 
and amounts contributed by the employer. The attention of your 
committee has been called to the fact that some employee beneficiary 
associations meet all of the requirements for this exemption except 
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for the fact that more than 15 percent of their income consists of 
earnings on accumulated funds. As a result they fail to qualify for 
exemption since less than 85 percent of their income is derived from 
the employees or the employer. In the past when such associations, 
because of this excess investment income, failed to qualify for exemp- 
tion, they were taxed as life insurance companies where they paid life, 
sickness, or accident benefits. However, under the bill as passed by 
the House, no portion of their income would be set aside as belong- 
ing to the policyholder, as distinct from the insurance company, 
because the reserves of these companies do not meet the definition 
of “life insurance reserves” in one respect: these reserves are not re- 
quired by law. To meet this problem, your committee has amended 
the bill to provide that in the case of policies issued by organizations 
which would qualify under section 501(c)(9) exeept for the 85 per- 
cent requirement, reserves are to qualify as life insurance reserves 
even though not required by State law. 

In addition, the attention of your committee was called to one of 
these employee beneficiary associations where there apparently would 
have been a large phase 2 tax base because there was a large volume 
of voluntary lapses in policies. This results in decreases in reserves, 
which in turn increase the income subject to the phase 2 tax, These 
were lapses in policies issued before January 1, 1958, and thus the re- 
serves were built up in a period before any phase 2 tax was applicable. 
To the extent there are no offsetting increases in reserves occurring 
currently, these lapses, in large part at. least, represent pre-1958 in- 
come. Because of this your committee concluded that it would be 
appropriate to take these voluntary lapses into account only to the 
extent of 11% percent of any decrease in life insurance reserves attrib- 
utable to them with respect to policies issued before January 1, 1958. 
This will have the effect, in the case called to the attention of your 
committee, of imposing approximately the same tax in 1958 as was 
imposed in 1957. This is an elective provision and those who elect it 
are not to have available to them the carry-forward of losses from 
years prior to 1958 or the special 1958 10 percent reduction in the 
phase 2 tax base to the extent that this base exceeds the phase 1 
tax base. 

4. Life insurance departments of mutual savings banks —The atten- 
tion of your committee was called to the fact that in the case of life 
insurance departments of mutual savings banks in certain cases there 
is a centralized auditing of the life insurance departments for all of 
such departments within one State. It is further understood that 
the auditors in such cases make recommendations to the mutual savings 
banks as to the policyholder dividends which they believe should be 
made in the case of the bank’s life insurance policies. Experience has 
indicated that it is not possible in all cases to supply this information 
to the boards of directors of mutual savings banks in time for them 
to set aside the amount determined for policyholder dividends before 
the 16th day of March of the year following the year of liability. 
Your committee decided, therefore, to give mutual savings banks with 
these life insurance departments up to April 16 for the Scents 
of policyholder dividends. 

four committee would also like to make it clear that, wherever in 
the bill there is a reference to a life insurance company, in the case of 
mutual savings banks with life insurance departments this is intended 
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to include such a life insurance department. It is your committee’s 
understanding that this is the effect of section 594 of the code, which 
imposes a substitute tax in the case of mutual savings banks having 
separate life insurance departments. The substitute tax provided 
in this case consists of two partial taxes: one a partial tax on the 
regular mutual savings bank operations and the second a tax on the 
life insurance department activities of the bank, the latter being 
computed in the same manner as for a separate life insurance company. 

5. Reserve for dividends to policyholders payable during 1958.—The 
attention of your committee was called to a situation where the 
amount held at the end of 1957 as a reserve for dividends to policy- 
holders payable in 1958 was erroneously larger than the amount in- 
tended to be paid on such dividends during 1958, and larger than the 
amount actually so paid. Your committee’s bill corrects this by pro- 
viding that the reserve held at the end of 1957 for dividends payable 
during 1958 is to be the amount of the dividends actually paid duirng 
1958. 

6. Distributions in redemption of stock limited as to dividends, ete.— 
Under phase 3 the bill in general provides that distributions to share- 
holders after 1958 are to be treated as being made first out of the 
shareholders surplus account to the extent of any balance in this 
account, then out of the policyholders surplus account, to the extent 
of any balance in this account, and finally out of all other accounts. 
Only after tax has been paid on the amount of policyholders surplus 
may redemptions be made out of surplus without tax effect. The 
attention of your committee has been called to situations where this 
may result in hardship because the companies involved had issued 
special callable stock before 1958 with the agreement that it would be 
callable at a small premium when the company no longer required the 
use of the funds. Under the general priority of distributions estab- 
lished under phase 3, the redemption of this stock would under the 
House bill result in a phase 3 tax whenever distributions exceed any 
balance in the shareholders surplus account. To prevent this effect 
where the clear and obvious intent of the parties involved was to 
make the funds available to the insurance company only for the period 
of time the funds were needed by the company, your committee has 
added a proviso to the bill providing that a distribution in redemp- 
tion of stock issued before 1958 under certain conditions is not to be 
considered a distribution for purposes of applying the distribution 
priorities referred to above. The conditions which must be met are 
that the stock must at all times be limited as to dividends, and be 
callable at the option of the company at a price not in excess of 105 per- 
cent of the amount initially paid in with respect to the stock. 

7. Modified coinsurance-—Modified coinsurance is a form of in- 
demnity reinsurance (as contrasted to assumption reinsurance) to 
indemnify an insurer against a risk it has assumed. Hence, as dis- 
tinct from assumption reinsurance, the initial risk in this case remains 
with the insurer but he covers this risk by reinsuring part or all of a 
contract with another insurance company (referred to here as the 
reinsurer). Three forms of this indemnity reinsurance have been 
developed. The first of these, called coinsurance, calls for the pre- 
mium with respect to the insurance reinsured to go to the reinsurer, 
with the result that the reinsurer, with respect to this insurance, is 
treated substantially in the manner he would be if he had issued the 
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insurance policy (or part thereof) directly. Any expenses incurred 
by the initial insurer with respect to the policy are reimbursed by the 
reinsurer. This form of indemnity reinsurance presents few special 
tax problems. This is also true of the so-called yearly renewable term 
reinsurance. Under this plan the initial insurer covers his risk by 

urchasing one year renewable term insurance from the reinsurer. 
The insurance purchased in this case is usually the face amount of the 
policy less reserves with the premium per thousand dollars increasing 
as the age of the policyholder increases. No special tax problem is 
involved here because the entire investment income at all times re- 
mains with the initial insurer. 

A problem of possible double taxation is. presented, however, where 
the reinsurance takes the form of indemnity reinsurance which has 
come to be known as “‘modified coinsurance.”’ Under modified co- 
insurance the reinsurer accepts all of the obligations it would assume 
under a conventional coinsurance policy, but the initial insurer retains 
the reserves and administers the mvestment of the reserve funds. 
However, the initial insurer pays over the gross investment income, 
less additions to reserves, to the reinsurer, In such cases it is possible 
for the same income to be taxed twice—once to the initial insurer as 
investment income and a second time to the reinsurer as under- 
writing gain. To prevent an imposition of a double tax in such 
cases, your committee has added a section to the bill which treats 
modified coinsurance in the same manner as conventional coinsurance; 
that. is, a policy to the extent reinsured in this manner generally is 
treated as if it were a policy issued by the reinsurer instead of the 
initial insurer. 

Thus, premiums, gross investment income, capital gains and losses, 
reserves, and assets and expenses which are related to the insurance 
reinsured are generally treated as received, held, or incurred (as the 
case may be) by the reinsurer instead of the initial insurer. Also, 
dividends to policyholders, paid with respect to the policy reinsured, 
are to be treated as dividends paid by the reinsurer rather than the 
initial insurer to the extent. of reimbursement by the reinsurer to the 
initial insurer. This rule it is necessary to apply both in the case of 
modified coinsurance and also in the case of conventional coinsurance. 
(However, the experience refunds paid by the reinsurer to the initial 
insurer are treated as reductions in premium income of the reinsurer 
and as ‘other income”’ received by the initial insurer.) 

The treatment described above for modified coinsurance applies 
only if agreed to by the initial insurer and the reinsurer. Once such 
an election is made, however, it may not be rescinded except with 
the approval of the Secretary or his delegate. 


F. Relationship of bill to subchapter C 


Except to the extent that specific provision is made by this bill, as 
amended, your committee does not intend to affect the general rules 
of the Internal Revenue Code, such as the rules relating to (i) the 
characterization of income, (ii) the recognition or nonrecognition of 
gain upon sales or exchanges, reorganizations, etc., and (iii) the tax- 
ation of shareholders. For pease. although a tax is imposed upon 
a life insurance company with respect to amounts subtracted from the 
policyholders surplus account, the tax treatment of the shareholders 
of the life insurance company will be determined under the general 
rules of the Internal Revenue Code, including the rules contained in 
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subchapter C. Accordingly, if the distribution is in complete liquida~ 
tion of a corporation as described in section 331(a)(1), the amounts 
received by the shareholders are to be treated as in full payment in 
exchange for their stock. 

Under both versions of the bill, a new paragraph (22) is added to 
section 381(c) of the 1954 Code. This new paragraph is applicable 
where the assets of a life insurance company are acquired by another 
life insurance company in (1) a Jiquidation of an 80 percent controlled 
subsidiary under section 332 (other than a liquidation in which the 
basis of the assets distributed is determined under sec. 334(b)(2)), or 
(2) a reorganization described in section 381(a)(2) (statutory mergers 
or consolidations, mere changes in identity, form, or place of organiza- 
tion, etc.). In such cases the acquiring corporation, under the new 
section 381(c)(22), must take into account, to the extent proper to 
carry out the purposes of section 381 and the purposes of this bill, 
the items which the distributor or transferor corporation was required 
to take into account under this bill. Among the items of the dis- 
tributor or transferor corporation that are required to be taken into 
account by the acquiring corporation under the new paragraph (22) 
are: (1) any remaining net increases or net decreases described in 
section 810(d)(1) (relatimg to the adjustment for change in computing 
reserves), (2) any remaining installments of tax described in section 
818(e) (3) (A), (3) the shareholders surplus account described in section 
815(b), and (4) the policyholders surplus account described in section 
815(c). Thus, in the case of these acquisitions, the items described 
above will be taken into account (to the extent proper to carry out 
the purposes of sec. 381 and the purposes of pt. I of subch. L) by 
the successor corporation and will not, to the extent so taken into 
account by the successor corporation, result in the imposition of tax 
upon the distributor or transferor corporation. 

Where distributions of boot are made to shareholders in connection 
with the reorganizations described above the provisions of this bill, 
under both the House and your committee’s versions with respect to 
the imposition of tax upon life insurance companies on distributions 
to shareholders will, of course, be applicable and the policyholders 
and shareholders surplus accounts will be correspondingly adjusted. 
Similarly, in the case of acquisitions not described in section 381 (a), 
or other transactions which, under other provisions of the Internal 
Revenue Code, might result in nonrecognition of gain to a corpora- 
tion or its shareholders (e.g., secs. 311(a), 336, 337, 354, 355, 356, and 
361) the provisions of the bill imposing a tax with respect to dis- 
tributions to shareholders will be applicable. 

Specific provision is also made with respect to the operations loss 
deduction provided by section 812. The provisions of subtitle A and 
subtitle F (except as specifically provided in the bill) will apply to 
operations loss carrybacks, carryovers, and the operations loss deduc- 
tion in the same manner and to the same extent as the provisions of 
those subtitles apply in respect of net operating loss carrybacks, 
carryovers, and the net operating loss deduction. Accordingly, the 
rules and limitations contained in sections]381, 382, and 269 will be 
applicable to operations loss carrybacks and carryovers to the same 
extent as applicable to net operating loss carrybacks and carryovers. 
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IV. TECHNICAL EXPLANATION OF THE BILL 
SECTION 1. SHORT TITLE 


The first section of the bill, which is identical with section 1 of the 
House bill, contains a short title for the bill, namely the ‘‘Life Insur- 
ance Company Income Tax Act of 1959.” 


SECTION 2. REVISION OF PART I OF SUBCHAPTER L 


Section 2, which corresponds to section 2 of the House bill, amends 
part I of subchapter L of chapter 1 of the Internal Revenue Code of 
1954 (relating to the taxation of the income of life insurance companies) 
by substituting for the existing subparts and sections a new text which 
is divided into five subparts: 

(1) Subpart A (secs. 801 and 802) which deals with the defini- 
tion of life insurance company and the imposition of the tax. 

(2) Subpart B (secs. 804 through 806) which deals with invest- 
ment income. 

(3) Subpart C (secs. 809 through 812) which deals with gain 
and loss from operations. 

(4) Subpart (sec. 815) which deals with distributions to 
shareholders. 

(5) Subpart E (secs. 817 through 820) which contains miscel- 
laneous provisions relating to certain gains and losses, accountin 
provisions, foreign life insurance companies, and the optiona 


treatment of policies reinsured under modified coinsurance 
contracts. 


Suppart A—Derinition; Tax Imposep 
SECTION 801. DEFINITION OF LIFE INSURANCE COMPANY 


(a) Life insurance company defined.—This subsection, like the House 
bill, defines the term ‘‘life insurance company” for purposes of sub- 
title A of the 1954 Code. Except for the addition of the phrase 
“(whether or not ascertained)” after the phrase ‘‘unpaid losses’’ in 
paragraph (2) of this subsection, the language of the new section 
801(a) is identical with the language of section 801(a) in existing law. 

However, it should be noted that there will be 6 differences in the 
application of the term under your committee’s bill: 

(1) A special provision has been included with respect to the 
reserves under policies issued by certain voluntary employees’ 
beneficiary associations. (See the discussion under new sec. 
801(b)(2).) 

(2) A special provision has been included with respect to the 
rate of interest assumed in calculating assessment company 
reserves. (See the discussion under sec. 801(b)(3).) 

(3) Special provisions have been included with respect to de- 
ficiency reserves. (See the discussion of the new sec. 801(b)(4).) 

(4) Special provisions have been included with respect to 
guaranteed renewable life, health, and accident insurance. (See 
the discussion of the new sec. 801 (e).) 

(5) Special provisions have been included with respect to the 
treatment to be accorded variable annuities. (See the discussion 
under new sec. 801(g).) 
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(6) The addition of the phrase ‘‘(whether or not ascertained)” 
mentioned above. For a discussion related to this additional 
phrase, see the explanation of the new section 809(d)(1). 

(6) Lifes inurance reserves defined.—This subsection, as in the House 
bill, defines life insurance reserves for purposes of part I of subchapter 
L of chapter 1 of the 1954 Code. In general, the definition is the same 
as that contained in section 801(b) of the House bill and existing law. 

However, unlike the House bill, your committee’s bill adds a new 
subparagraph (B) to paragraph (2) of this subsection to except re- 
serves held under policies issued by certain voluntary employees’ bene- 
ficiary associations from the requirement that “life insurance reserves” 
must be required by law. Such an exception is made only if these 
associations do not qualify for exemption from tax under section 
501(c)(9) by reason of their failure to meet the income requirement 
of subparagraph (B) thereof. 

In addition, your committee’s bill adds a new sentence at the end 
of paragraph (3) of this subsection to provide that in calculating the 
“life insurance reserves” of an assessment life insurance company or 
association, the rate of interest assumed shall be 3 percent. 

Your committee’s bill retains the language contained in the first 
sentence of paragraph (4) of this subsection as it appeared in the House 
bill. This sentence provides that the term “life insurance reserves” 
does not include deficiency reserves. Such a sentence is not contained 
in existing law. However, in defining the term “deficiency reserves,” 
your committee has made a change in the language contained in the 
second sentence of paragraph (4) as it appeared in the House bill to 
clarify the meaning of such term. As amended by your committee, 
this sentence provides, in effect, that the deficiency reserve for each 
individual contract is that portion of the reserve for such contract 
which is equal to the amount, if any, by which— 

(1) the present value of the future net premiums required for 
such contract (by reason of the standard adopted by the insurer, 
the minimum standard required by State law, or otherwise), 
exceeds 

(2) the present value of the future actual premiums and con- 
sideration charged for such contract. 

The effect of this language, as in the House bill, is to exclude deficiency 
ceserves from both life insurance reserves and total reserves, even 
though such deficiency reserves are required by State law. However, 
any portion of the excess of (1) over (2) that is attributable to the 
inclusion of any factor such as an expense loading factor in the compu- 
tation of such excess, shall not constitute a “deficiency reserve” but 
shall be treated as an item to which section 810 applies. 

(c) Total reserves defined—This subsection, like the House bill, 
defines the term “‘total reserves” tor purposes of the new section 801 (a) 
(definition of a life insurance company). Under the definition, total 
reserves comprise— 

(1) life insurance reserves (within the meaning of the new 
section 801(b)), 

(2) unearned premiums, and unpaid losses (whether or not 
ascertained), not included in life insurance reserves, and 

(3) All other insurance reserves required by law. 

The last sentence of this subsection makes it clear that the term “total 
reserves” does not include deficiency reserves (within the meaning of 
the new sec. 801(b)(4)). 
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(d) Adjustments in reserves for policy loans.—This subsection, as in 
the House bill, is the same as section 801(d) of existing law. 

(e) Guaranteed renewable contracts—This subsection, as in the 
House bill, provides that guaranteed renewable life, health, and ac- 
cident insurance shall be treated in the same manner as noncancelable 
life, health, and accident insurance. (For discussion of this provision, 
see item 5 of the special provisions included in the House bill discussed 
under the general explanation of the bill.) 

(f) Burval and funeral benefit insurance companies.—This subsection, 
like the House bill, is the same as section 801(e) of the 1954 Code. 

(g) Variable annuities.—This subsection, for which there is no corre- 
sponding provision in the House bill, states in paragraph (1) that an 
annuity contract includes a contract which provides for the payment 
of a variable annuity that is computed on the Dasis of recognized 
mortality tables and the investment experience of the company 
issuing the contract. Accordingly, the reserves held under such 
contracts constitute “life insurance reserves” for the purposes of 
section 801(b) and, a company issuing such contracts, will qualify as 
a life insurance company if it fulfills the requirements of section 801(a). 

Paragraph (2) of this new subsection provides that with respect to 
variable annuity contracts, the issuing life insurance company shall 
have (for the purposes of sec. 805(b)(1)) @ current earnings rate com- 
puted as provided therein reduced by either— 

(a) the annual rate of the actuarial margin charge prescribed 
in the contract, or 

(6) if no such rate is prescribed in the contract, the percentage 
obtained by dividing the actuarial margin charges on all variable 
annuity contracts issued by the taxpayer by the mean of the 
assets of the taxpayer which are obligated under such contracts 
to satisfy the liabilities specified therein. 

The actuarial margin charges referred to consist of general operating 
charges and other amounts retained by the issuing company pursuant 
to the terms of the contract to cover actuarial contingencies and to 
increase surplus. 

Paragraph (3) of this new subsection provides that the rate of in- 
terest assumed in computing the reserves held with respect to vari- 
able annuity contracts for any taxable year shall be the same as the 
current earnings rate of the company issuing such contracts reduced 
in the manner described in paragraph (2). The determination of the 
assumed rate in this manner reflects the fact that the reserve assump- 
tions used in computing the reserves under such contracts are based 
upon the investment experience of the company. 

Paragraph (4) of this new subsection provides that for the purposes 
of section 810 (relating to rules for certain reserves), any increase in 
reserves held under variable annuity contracts shall be computed 
only with respect to increases therein due to premium and gross 
investment income additions thereto. Conversely, decreases in such 
reserves shall be computed only with respect to decreases due to 
benefits paid under such contracts. Accordingly increases or decreases 
in such reserves due to unrealized appreciation or depreciation in the 
value of the assets comprising such reserves is not taken into account. 
Similarly, except as provided in section 804(b)(2), increases or de- 
creases in such reserve items due to realized capital gains or losses 
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are not taken into account whether or not such gains or losses are 
required to be added to or subtracted from such reserves under the 
terms of the contracts. 

Paragraph (5) of this new subsection provides that this subsection 
shall not apply to taxable years commencing after December 31, 1962. 


SECTION 802, TAX IMPOSED 


(a) Tax imposed.—Paragraph (1) of the new section 802(a), like 
the corresponding provision of the House bill, imposes a tax on the 
life insurance company taxable income of every life insurance company 
for each taxable year beginning after December 31, 1957. The tax is 
to consist of— 

(1) a normal tax on such income, computed at the regular 
corporate normal tax rate provided by section 11(b) of the 1954 
Code, and 

(2) a surtax, on so much of such income as exceeds $25,000, 
computed at the regular corporate surtax rate provided by sec- 
tion 11(c) of the code. 

Paragraph (2) of the new section 802(a) relates to the taxation of 
capital gains. Under this paragraph, if the net long-term capital 
gain (as defined in sec. 1222(7) of the code) of a life insurance company 
exceeds its net short-term capital loss (as defined in sec. 1222(6) of 
the code), a separate tax equal to 25 percent of such excess is imposed. 
This tax is imposed only in the case of taxable years beginning after 
December 31, 1958, and applies whether or not there is life insurance 
company taxable income or a loss from operations for the taxable 
year. Under the bill no tax is imposed on capital gains for the year 
1958, and no such gains or losses enter into the computation of tax- 
able investment income, gain or loss from operations, or life insurance 
company taxable income for 1958. For years after 1958 any excess 
of net short-term capital gain (as defined in sec. 1222(5) of the code) 
over net long-term capital loss (as defined in sec. 1222(8) of the code) 
is taken into account in computing taxable investment income and 
gain or loss from operations. Except as modified by the new section 
817 (rules relating to certain gains and losses) and other applicable 
provisions of the new part I, the general rules of the 1954 Code relating 
to gains and losses (such as the rules for determining the amount, 
characterization, and treatment thereof) will apply with respect to 
life insurance companies. 

Paragraph (3) of new section 802(a), for which there is no corre- 
sponding provision in the House bill, provides a transition rule for the 
phasing in of the impact of any increased tax liability imposed for the 
years 1959 and 1960 by reason of the operation of section 802(b) (3). 
Under this paragraph, any increase in a life insurance company’s tax 
that is attribute »le to the operation of section 802(b)(3) is taken into 
account only to the extent of one-third and two-thirds for the years 
1959 and 1960, respectively. Thus, if a company’s total tax liability 
for 1959 and 1960 (computed without regard to this paragraph) were 
$130 and $140 respectively,. of which $30 Aebrepented the increase in 
tax for each year that was attributable to the operation of section 
802(b)(3), this paragraph would operate to reduce the tax liability to 
$110 ($130 miuus two-thirds of $30) and $130 ($140 minus one-third 
of $30), for 1959 and 1960, respectively. For taxable years com- 
mencing after December 31, 1960, the full amount of any increase in 
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tax due to the operation of section 802(b)(3) would be imposed with- 
out any further transitional reduction. 

It should be noted that the transitional relief provided by this 
paragraph is limited solely to an increase in tax under section 802(b)(3) 
that is occasioned by the operation of section 815(c)(3) (relating to 
subtractions from the policyholders surplus account by reason of 
distributions to shareholders). This relief is also limited to such 
distributions that are made by life insurance companies in 1959 or 1960 
and does not extend to other distributions that are treated under 
section 815(d)(2)(B) as made by life insurance companies in 1959 or 
1960. Furthermore, this paragraph is inapplicable to any increase in 
tax under section 802(b) (3) that is attributable to the operation of the 
special rules contained in section 815(d). However, the relief provided 
by this paragraph does apply in the case of a distribution to which 
section 815(e)(1)(B) (ii) applies. 

(6) Life insurance company taxable income defined.—Subsection (b) 
of the new section 802, which is substantially the same as it appeared 
in the House bill, defines the term, “life insurance company tax- 
able income” for purposes of part I of subchapter L. However, your 
committee’s bill makes a clarifying amendment to paragraph (1) of 
this subsection and, as amended, the term is defined to consist of 
the sum of— 

(1) the taxable investment income or, if smaller, the gain from 
operations; 
(2) if the gain from operations exceeds the taxable investment 
income, an amount equal to 50 percent of such excess; and 
(3) the amount subtracted from the policyholders surplus ac- 
count for the taxable year (as determined under new sec. 815). 
If for any taxable year there is a loss from operations (as defined in sec. 
809(b)(2)), the amount taken into account under paragraphs (1) and 
(2) of the new section 802(b) shall be zero. 

Your committee’s bill also adds a final sentence to this subsection 
which did not appear in the House bill and which, in certain circum- 
stances, will reduce a company’s so-called step 2 tax base only for a 
taxable year beginning in 1958. Under this sentence if (1) gain from 
operations for 1958 exceeds taxable investment income, and (2) the 
step 2 tax base (i.e., 50 percent of such excess) also exceeds the taxable 
investment income for that year, then the step 2 tax base is reduced 
by 10 percent of the amount of the latter excess. If, however, the 
step 2 tax base (before the application of this sentence) does not exceed 
the taxable investment income, this sentence shall not apply. 

The operation of the reduction in the step 2 tax provided by this 
sentence may be shown by the following example: 


Company A | Company B 


(1 ; ete RORe CGIAR, 055 cde npciipetdcaghpepancssiiecetuah dia dbiinirs 300 400 
(2) Taxable investment income-.-.................--.-.-...--....-+--..------ 100 100 
@ RE Cy OUOE Cl, 5 iin dgdedaccaedbntsiiteennq=censbieecutoctee 200 300 
(4) Step 2 base (50 percent of (3))...-.---..------ 2-2 eee ene eee 100 150 
te oF AOL PR res eee eS ree 0 50 

6) Sec. 802(b) reduction (10 percent of (5))-_........-.-----...-...-------... 0 5 


(7) Adjusted step 2 tax base (for 1958 only) ..........-.--..-.---.--....- 100 145 
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SuBpart B—INVESTMENT INCOME 
SECTION 804. TAXABLE INVESTMENT INCOME 


Your committee’s bill eliminates section 804 of the House bill and 
provides, in lieu thereof, a new section 804 which is consistent with the 
concept adopted by your committee for determining the taxable inyest- 
ment income of a life insurance company. 

(a) In general.—Paragraph (1) of this new subsection provides that 
the policyholders’ share of each and every item of the investment 
yield. of a life insurance company (as defined in subsec. (c), including 
tax-exempt interest, partially tax-exempt interest, and dividends re- 
ceived) shall not be included in taxable investment.income. For the 
pur ose of determining the percentage which represents the policy- 

olders’ (as opposed to the life insurance company’s) share of any 
item, this paragraph specifies that it is to be computed by dividing the 
policy and other contract liability requirements (as defined in section 
805(a)) by the investment yield. 

Paragraph (2) of this new subsection provides, therefore, that 
taxable investment income shall be an amount (not less than zero) 
equal to only the sum of the life insurance company’s share of each and 
every item of investment yield, reduced by the sum of such company’s 
share of (1) tax-exempt interest, (2) the deduction for partially tax- 
exempt interest, and (3) the deduction for dividends received, plus the 
small business deduction provided by paragraph (4). This paragraph 
also defines the life insurance company’s share of any item as the per- 
centage equal to the difference between 100 percent and the percent- 
age determined under paragraph (1) to be the policyholders’ share of 
such item. 

Paragraph (3) of this new subsection provides that for purposes of 
this part, the deduction allowed by section 242 (relating to partially 
tax-exempt interest) shall be determined by applying to the amount of 
such interest, the ratio of the normal] tax rate (presently 30 percent) 
to the total tax rate (presently 52 percent). 

Paragraph (4) of this new subsection provides a small-business 
deduction equal to 10 percent of the investment yield of the company 
for the taxable year up to a maximum of $25,000. This deduction is 
computed on investment yield rather than upon net investment 
income (as under the House bill) and at double the 5-percent. rate 
that was contained in the House bill. 

Paragraph (5) of this new subsection provides that if it is established 
in any case that the application of the definition of taxable investment 
income under this subsection results in the imposition of tax on any 
wholly tax-exempt interest, any amount of partially tax-exempt inter- 
est which is allowed as a deduction, or any amount of dividends re- 
ceived which is allowed as a deduction, adjustment shall be made to 
the extent necessary to prevent such imposition. 

(6) Gross investment income.—Subsection (b) of the new section 804, 
which is the same as subsection (b) as it appeared in the House bill, 
defines gross investment income. The definition is in substance the 
same as under existing section 803(b) of the 1954 Code except for the 
addition (for taxable years beginning after December 31, 1958) of the 
amount (if any) by which the net short-term capital gain exceeds the 
net long-term capital loss. For the effect of the technical changes in 
the la~guage of this subsection and of other provisions which relate to 
the manner of accounting for items of income and deduction, see 
the discussion of section 818(a) (relating to method of accounting). 
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(c) Investment yield defined.—This subsection is substantially similar 
to subsection (c) as it appeared in the House bill. The new section 
804(c) defines investment yield as gross investment income less the 
deductions enumerated in paragraphs (1) through (5) which generally 
constituted allowable investment expense deductions under the House 
bill and existing law. 

Paragraph (1), which corresponds to section 803(c)(2) of the 1954 
Code, relates to investment expenses. All investment expenses for 
the taxable year are allowed as deductions unless general expenses are 
in part assigned to or included in investment expenses. In such case 
the total deduction under paragraph (1) cannot exceed the sum of 
the following: 

(A) One-fourth of 1 percent of the mean of the assets (as 
defined in the new sec. 805(b)(3)) held at the”beginning and end 
of the taxable year. 

(B) The amount of the mortgage service fees, including origi- 
nation fees, for the taxable year. 

(C) Whichever of the following amounts is the greater: 

(i) One-fourth of the amount by which the investment 
yield (computed without any deduction for investment 
expenses allowed by par. (1)) exceeds 3% percent of the mean 
of the assets (as defined in new sec. 805(b)(3)) held at the 
beginning and end of the taxable year, reduced by the amount 
of the mortgage service fees referred to in subparagraph (B). 

(ii) One-fourth of 1 percent of the mean of the value of 
mortgages held at the beginning and end of the taxable year 
for which there are no mortgage service fees for the taxable 
year. The term “mortgages held” refers to mortgages, and 
other similar liens, on real property which are held by the 
company as security for “mortgage loans.” . 

Paragraphs (2), (3), and (4), of the new section 804(c) (relating to 
real estate expenses, depreciation, and depletion) are in substance the 
same as paragraphs (3), (4), and (5), respectively, of section 803(c) of 
the 1954 Code. In addition, the new paragraph (3), relating to 
depreciation, contains a rule relating to rental value of real estate (see 
existing sec. 803(d) of the code). Paragraph (5) of the new section 
804(c), relating to trade or business deductions, is substantially the 
same as section 803(c)(6) of the 1954 Code. 


SECTION 805. POLICY AND OTHER CONTRACT LIABILITY 
REQUIREMENTS 


Your committee’s bill eliminates section 805 of the House bill and 
provides, in lieu thereof, a new section 805 which is consistent with 
the concept adopted by your committee for determining the policy 
and other contract liability requirements of a life insurance company. 

(a) In general.—Subsection (a) of the new section 805 provides, for 
purposes of part I of subchapter L, a definition of the term “‘policy and 
other contract liability requirements.’’ Under your committee’s bill, 
this term is defined to mean the sum of— 

(1) the adjusted life insurance reserves (as defined in subsec. 
(c)), multiplied by the average earnings rate (as defined in 
subsec. (b)), 
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(2) the mean of the pension plan reserves (as defined in subsec. 
(d)) at the beginning and end of the taxable year, multiplied by 
the current earnings rate.(as defined in subsec. (b)), and 

(3) the interest paid (as defined in subsec. (e)). 

(b) Earnings rates —Subsection (b) of the new section 805 contained 
in your committee’s bill defines the earnings rates to be used in com- 
puting the policy and other contract liability requirements under 
subsection (a). 

Paragraph (1) of this new subsection provides that for the purposes 
of part I of subchapter L, the term “current earnings rate” for the 
taxable year means the percentage determined by dividing— 

(A) the taxpayer’s investment yield (as defined in sec. 804(c)) 
for the taxable year, by 

(B) the mean of the taxpayer’s assets (as defined in par. (3) 
of this subsection) at the beginning and end of such taxable year. 

Subparagraph (A) of paragraph (2) of this new subsection provides 
that the term ‘ average earnings rate” for the taxable year means 
the average of the “current earnings rate” for such taxable year and 
the “‘current earnings rate’’ for each of the 4 taxable years immediately 
preceding such taxable year (excluding any of such 4 taxable years for 
which the taxpayer was not an insurance company). 

Subpar agraph (B) of this paragraph provides that for the purpose of 
computing the 5-year average earnings rate under subparagraph (A) 
the following special rules are to be applied— 

(i) the ‘‘current earnings rate’ for any taxable year prior to 
1958 shall be determined as if part 1 of subchapter L (as in effect 
for 1958) applied to such taxable year, and 

(ii) the “‘current earnings rate’ for any taxable year of any 
company which, for such year, is an insurance company (but not 
a life insurance company as defined in sec. 801(a)), shall be de- 
termined as if this part applied to such company for such year. 

Under this subparagraph, therefore, the determination of a taxpayer’s 
current earnings rate for pre-1958 years must be computed on the 
basis of its investment yield (as determined under the new sec. 
804(c)) for those years, and on the basis of the mean of its assets 
(as determined under par. (3) of this subsection) for those years even 
though these new provisions are not otherwise in effect for years prior 
to 1958. Furthermore, if, in computing the 5-year average earnings 
rate of a life insurance company for any taxable year, the taxpayer 
was an insurance company (but not a life insurance company) in any 
of the 4 years preceding the taxable year in question, the provision of 
this part shall be applied in determining the current earnings rate for 
any such year as if the taxpayer were a life insurance company for 
such year. 

Paragraph (3) of the new section 805(b) defines the term ‘‘assets”’ 
for purposes of part I of subchapter L as meaning all assets of the 
company (includ: ing nonadmitted assets); except that such term does 
not include real and personal property (other than money) used by 
the company in carrying on an insurance trade orbusiness. In apply- 
ing this definition— 

(A) the amount attributable to real property and to stock is 
the fair market value thereof, and 

(B) the amount attributable to any other asset is the adjusted 
basis of such asset for purposes of determining gain on sale or 
other disposition. 
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It is contemplated that in the case of real property, under appropriate 
circumstances the fair market value may be determined on the basis 
of a reasonable approximation of fair market value rather than on the 
basis of an annual reappraisal. The adjusted basis referred to in sub- 
paragraph (B) above is to be determined under section 1016 and the 
other related provisions of subtitle A of the 1954 Code, without regard 
to the rule of section 817(b) relating to fair market value on December 
31, 1958. 

(c) Adjusted life insurance reserves.—Subsection (c) of the new 
section 805 of your committee’s bill (except for the substitution of the 
average earnings rate for the deduction rate in par. (1)(B)(i)) contains 
the same provisions that appeared in paragraphs (3) and (4) of section 
805(b) of the House bill. 

Paragraph (1) of this new subsection defines the term ‘adjusted 
life insurance reserves.’’ Under your committed’s bill the adjusted 
life insurance reserves is the amount determined by multiplying— 

(A) the mean of the life insurance reserves (other than pension 
plan reserves, determined for the taxable year under subsection 
(d)) at the beginning and end of the taxable year, by 

(B) that percentage which equals 100 percent— 

(i) increased by that percentage which is 10 times the 
average rate of interest assumed by the taxpayer in calculat- 
ing such reserves, and 

(ii) reduced by that percentage which is 10 times the 
average earnings rate. 

Paragraph (2) of the new section 805(c) relates to the average 
interest rate assumed in calculating reserves. Under your committee’s 
bill, such rate is to be computed— 

(A) by multiplying each assumed rate of interest by the means 
of the amounts of such reserves computed at that rate at the 
beginning and end of the taxable year, and 

(B) by dividing (i) the sum of the products ascertained under 
subparagraph (A), by (ii) the mean of the total of such reserves 
at the beginning and end of the taxable year. 

After 1958 the assumed rate will not be calculated with reference to 
the portion of the reserves treated for the taxable year as pension 
plan reserves. 

(d) Pension plan reserves.—Subsection (d) of the new section 805 of 
your committee’s bill, except for the addition of a new subpara- 
graph (D) to paragraph (1), is the same as paragraph (2) of sec- 
tion 805(c) of the House bill. 

Paragraph (1) of the new section 805(d) defines the term ‘‘pension 
plan reserves” as that portion of the life msurance reserves which is 
allocable to the contracts (including supplementary contracts) de- 
seribed in the bill. First, there are included contracts purchased by 
trusts under master contracts entered into with such trusts, but only 
if such trusts were deemed (at the time such master contracts were 
entered into) to be trusts described in section 401(a) and exempt 
from tax under section 501(a) of the 1954 Code, or trusts exempt 
from tax under section 165 of the 1939 Code (as it appeared sub- 
sequent to the 1942 amendments or as it appeared before such 
amendments) or the corresponding provisions of prior revenue laws. 
Also included are contracts entered into under qualified insured 
plans which (as of the time the contracts were entered into) were 








50 LIFE INSURANCE COMPANY INCOME TAX ACT OF 1959 


deemed to be plans meeting the requirements of section 401(a) (3), 
(4), (5), and (6) of the 1954 Code or the requirements of section 
165(a) (3), (4), (5), and (6) of the 1939 Code. Pension plan reserves 
also includes that portion of the life insurance reserves which is allo- 
cable to contracts provided for employees of the taxpayer under a 
plan which (for the taxable year) meets the requirements of section 
401(a) (3), (4), (5), and (6) of the 1954 Code. For this purpose, the 
term “employees” includes full-time life insurance salesmen treated 
as employees under section 7701 (a)(20). 

Your committee has added a new provision (subpar. (D) of par. (1)) 
which expands the definition of “pension plan reserves,” as it ap- 
peared in the House bill, to include reserves under contracts purchased 
to provide retirement annuities for the employees of an organization 
which (as of the time the contracts were purchased) was an organiza- 
tion described in section 501(c)(3) which was exempt from tax under 
section 501(a) of the 1954 Code or was an organization exempt from 
tax under section 101(6) of the Internal Revenue Code of 1939, or 
the corresponding provisions of prior revenue laws. This expansion 
of the definition of pension plan reserves does not apply to life insur- 
ance reserves held under contracts purchased by other exempt organ- 
izations. Accordingly, the reserves held under contracts purchased 
by other exempt organizations, or by entities not subject to Federal 
income tax, will not be treated as pension plan reserves unless they 
qualify as such under subparagraph (A), (B), or (C) of this paragraph. 

Paragraph (2) of the new section 805(d) provides a special tran- 
sitional rule for the treatment of pension plan reserves. The effect of 
this paragraph is to provide that for 1958 the pension plan reserves 
shall be included with the other life insurance reserves in determining 
the policy and other contract liability requirements under new sec- 
tion 805(a). For 1959, two-thirds of the pension plan reserves will 
be taken into account under section 805(a)(1) and one-third will be 
taken into account under section 805(a)(2). For 1960, one-third of 
the pension plan reserves will be taken into account under section 
805(a)(1) and two-thirds under section 805(a)(2). For 1961 and 
thereafter the entire amount of the pension plan reserves will be 
taken into account under section 805(a)(2). 

(e) Interest paid—Subsection (e) of the new section. 805 of your 
committee’s bill, except for the addition of a new paragraph (4), is 
the same as section 805(d) of the House bill. 

This subsection defines the term “interest paid’’ for the purposes of 
part I of subchapter L. Paragraphs (1) (relating to interest on indebt- 
edness) and (2) (relating to amounts in the nature of interest) are, 
in substance, the same as paragraphs (1) and (2) of section 805(d) of 
the 1954 Code. Paragraph (3), for which there is no corresponding 
provision in existing law, includes within the definition of ‘interest 
paid” all amounts accrued for the taxable year for discounts in the 
nature of interest (whether or not guaranteed) on premiums or other 
consideration paid in advance on insurance and annuity contracts. 

Paragraph (4), which is added by your committee, also defines the 
term “interest paid”’ to include interest on certain special contingency 
reserves established pursuant to section 8(d) of the Federal Em- 
ployees’ Group Life Insurance Act of 1954. 
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SECTION 806. CHANGE OF BASIS IN COMPUTING RESERVES 


Section 806 of your committee’s bill differs from the comparable 
provision of the {sate bill only by incorporating therein, as sub- 
section (a), a provision substantially the same as section 805(b)(7) in 
the House bill. Subsection (b) of this bill is the same as section 806 
of the House bill. 

(a) Adjustments to means for certain transfers of liabilities—Subsec- 
tion (a) of your committee’s new section 806 relates to situations where 
there is a change in life insurance reserves (either increases or de- 
creases) attributable to the transfer of liabilities under contracts taken 
into account in computing such reserves.. This occurs, for example, 
when life insurance company I purchases all or a part of the business 
of life insurance company x under an arrangement (sometimes re- 
ferred to as “assumption reinsurance”) whereby company I becomes 
solely liable to the policyholders. Both I and X will have to make 
the adjustments provided by subsection (a). 

In situations to which subsection (a) applies, the means of the 
reserves, and the mean of the assets (both of which would, but for 
the new subsection (a) be computed with respect to amounts at the 
beginning and end of the cacable year) are to be appropriately ad- 
justed to reflect the amounts involved in such transfer. The adjust- 
ments shall be made on a daily basis. The adjustments required by 
the new subsection (a) are to be made under regulations prescribed 
by the Secretary or his delegate. 

To illustrate the application of this provision with respect to the 
means of the reserves, assume that the taxpayer T had reserves of 
$1 million at the beginning of the year and $1,040,000 at the end of 
the year. On January 30, the R company assumed all of T’s risks 
on a block of policies with reserves. The reserves for this block 
were $60,000 at the beginning of the year and $62,000 on January 30. 
The computation with respect to T may be made as follows: 


Reserves at beginning of year__..........---------- $1, 000, 000 
Less reserves (at beginning of year) on contracts trans- 
ferred O'Rue 012i. Bui es a bg su 60, 000 
Recomputed amount at beginning of year__-.....-..-.---- $940, 000 
Geen OG GAG G0 NOUN... . craledites 29nd 44046Ghnawounenedaahokad 1, 040, 
SRMMO Ui. SLL UD He eet seiss Ol. aetind 1, 980, 000 
ORES no re rinreiy ado ete tine haiti aeldepthotaeeeh kel Aad 990, 000 





baicimesgs otal ihe Ses a trans wee se ol ee Oo) a ee 

Reserves (on Jan. 30) on such contracts_____...-..-_--- p 
M0) 30k a Seiden ances ate leb--pai-—jages 61, 000 

Taken inte aqcownt B00 was < owe Scmngnesaa oa= cnanet ose eee 5, 014 
BU ie I oa on rk Cohn tenes wilh iin diate ih imei ieee 995, 014 


It should be noted that the new subsection (a) is to be applied 
without regard to whether or not the transferor of the liabilities was 
the original insurer. 

The new subsection (a) does not apply to reinsurance ceded by 
another person to the taxpayer, or by the taxpayer to another person. 
For example, it does not apply when, in the ordinary course of business, 
a reinsurance contract is entered into with another company (on a 
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yearly renewable term basis, on a coinsurance basis, or otherwise) 
whereby there is a sharing of risks under one or more individual 
contracts. 

(b) Change of basis in computing reserves.—Subsection (b) of your 
committee’s new section 806 provides that if the basis for determining 
the amount of any item referred to in section 810(c) (life insurance re- 
serves, etc.) as of the close of the taxable year differs from the basis 
for such determination as of the beginning of the taxable year, then 
for purposes of determining taxable investment income the amount 
of the item as of the close of the taxable year shall be the amount com- 
puted on the old basis, and the amount of the item as of the beginning 
* the next taxable year shall be the amount computed on the new 

asis. 

For example, assume that the life insurance reserves at the begin- 
ning of the year are 100, that during the year a portion of the reserves 
is strengthened (by reason of a change in mortality or interest assump- 
tions, or otherwise), so that at the end of the year the reserves (com- 
Lge on the new basis) are 130 but computed on the old basis would 

e 120. Assume further that at the close of the next taxable year 
the reserves (computed on the new basis) are 142. Under the new 
section 806, the mean of such reserves for the taxable year of the 
reserve strengthening is 110 (the mean of 100 and 120). The mean 
of such reserves for the next taxable year is 136 (the mean of 130 
and 142). 


Suppart C—Gain AND Loss FROM OPERATIONS 


SECTION 809. IN GENERAL 


Your committee bill eliminates section 809 of the House bill and 
provides instead a new section 809 which is consistent with the concept 
adopted by your committee for determining life insurance company 
taxable income. 

(a) Exclusion of share of investment yield set aside for policyholders.— 
Subparagraph (1) of subsection (a) provides that the share of each 
and every item of investment yield (including tax-exempt interest, 
partially tax-exempt interest, and dividends received) of any life 
insurance company set aside for policyholders shall not be included 
in gain or loss from operations. (See subsec. (b) below.) This 
subparagraph provides that the “share of any item set aside for 
policyholders” is equal to the product of (i) the amount of such item, 
multiplied by (ii) the policyholders percentage of such item. This 
percentage will be computed by the use of the following ratio: 


required interest (as defined in section 809(a)(2)) 
investment yield (as defined in section 804(c)) 


Subparagraph (2) of subsection (a) defines the term “required 
interest.’”’ The “required interest” for any taxable year is the sum 
obtained by multiplying (i) each rate of interest required, or assumed 
by the taxpayer, in calculating the reserves described in section 
810(c), by (ii) the means of the amount of such reserves computed at 
such rate at the beginning and end of the taxable year. 

(b) Gain and loss from operations.—Paragraph (1) of subsection 
(b) defines the term “gain from operations” (for purposes of pt. I 
of subch. L of ch. 1 of the 1954 code) as meaning the excess of the 
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receipt items over the sum of the deductions provided under sub- 
section (d). The receipt items are as follows: (A) The life insurance 
company’s share of each and every item of investment yield (including 
tax-exempt interest, partially tax-exempt interest, and dividends 
received) less certain reduction items (these reduction items are com- 
posed of—(i) the sum of the items described in sec. 809(b) (3) (relating 
to tax-exempt interest, etc.), and (ii) the small business deduction 
provided by sec. 804(a)(4)); and (B) the sum of (i) premiums (see sec. 
809(c)(1)), (ii) decreases in certain reserves (see sec. 809(c)(2)), plus 
(iii) other amounts (see sec. 809 (c)(3)). 

Paragraph (2) of subsection (b) defines the term “loss from opera- 
tions’”’ as meaning the excess of the sum of the deductions provided 
under subsection (d) over the sum of the receipt items. The receipt 
items under paragraph (2) are identical with the peteipt items under 
paragraph (1). (See above discussion.) 

Paragraph (3) of subsection (b) further defines certain of the 
reduction items referred to in section 809(b)(1)(A)(i). These reduc- 
tion items are taken into account in arriving at one of the receipt 
items (the life insurance company’s share of investment yield) taken 
into account in determining gain or loss from operations under either 
section 809(b) (1) or (2). The reduction items provided under this 
paragraph are— 

(1) The life insurance company’s share of interest which under 
section 103 is excluded from gross income; 

(2) The deduction for partially tax-exempt interest provided 
by section 242 (as modified by sec. 804(a)(3)) computed with 
respect to the life insurance company’s share of such interest; and 

(3) The deductions for dividends received provided by sections 
243, 244, and 245 (as modified by sec. 809(b)(5)) computed with 
respect to the life insurance company’s share of the dividends 
received, 

Paragraph (4) provides that the “life insurance company’s share 
of any item” is equal to the product of (i) the amount of such item, 
multiplied by (ii) the life insurance company’s percentage of such 
item. The life insurance company’s percentage of any item is deter- 
mined by subtracting the policyholders percentage (determined under 
sec. 809(a)) from 100 percent. For example, if the policyholders 
percentage, as determined under section 809(a), is 72.38 percent, then 
the life insurance company’s percentage is 27.62 percent (100 minus 
72.38 percent). In the above case, if the amount of a particular 
item was $200, then the “life insurance company’s share of such 
item’? would be $45.24 ($200 multiplied by 27.62 percent) and the 
“share of any item set aside for policyholders” would be $144.76 
($200 multiplied by 72.38 percent). 

Paragraph (5) provides the method for applying section 246(b) 
(relating to limitation on aggregate amount of deductions for dividends 
received) for purposes of section 809(b). Under this method, the 
limit on the aggregate amount of the deductions allowed by sections 
243(a), 244, and 245 shall be 85 percent of the gain from operations 
computed without taking into account the following: (i) the deduc- 
tions provided by section 809(d) (3), (5), and (6); (11) the operations 
loss deduction provided by section 812; and (iii) the deductions al- 
lowed by sections 243(a), 244, and 245. It is further provided that 
in the event of a loss from operations that such limitation will not 
apply for such taxable year. 
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Paragraph (6) provides that if it is established in any case that the 
application of the definition of gain from operations contained in 
paragraph (1) results in the imposition of tax on the following items, 
adjustment shall be made to the extent necessary to prevent such 
imposition. The items are (1) any interest which under section 103 of 
the code is excluded from gross income, (2) any amount of interest 
which under section 242 (as modified by sec. 804(a)(3)) is allowable asa 
deduction, and (3) any amount of dividends received which under 
sections 243, 244, and 245 (as modified by sec. 809(b)(5)) is allowable 
as a deduction. 

(c) Gross amount.—Subsection (c) specifies three categories of 
receipt items which are taken into account in determining whether 
there is a gain or loss from operations under section 809. Under 
paragraph (1) the gross amount of all premiums and other considera- 
tion on insurance and annuity contracts (including supplementary 
contracts) is taken into account; less return premiums, ton remiums 
and other consideration arising out of reinsurance ceded. The 
premiums and other consideration taken into account include advance 
premiums, deposits, fees, assessments, and consideration in respect of 
assuming liabilities under contracts not issued by the taxpayer. In 
excluding return premiums, amounts returned (by whatever name 
called) where the amount is not fixed in the contract but depends on 
the experience of the company or the discretion of the management 
are not to be treated as return premiums, except in the case of return 
premiums or other consideration returned to another life insurance 
company under an indemnity reinsurance contract. Furthermore, 
amounts rebated or rendered due to policy cancellations or to erron- 
eously computed premiums are to be treated as return premiums. 

Under paragraph (2), each net decrease that is required by section 
810 or 811(b)(2) to be taken into account must be taken into account 
as a receipt item. 

Paragraph (3) provides that all items, not included in computing 
investment yield and not otherwise taken into account under para- 
graphs (1) and (2), must be taken into account as receipt items to the 
extent that such items are includible in gross income under subtitle A 
of the 1954 code. 

Subsection (c) further provides that, except for any excess of net 
short-term capital gain over net long-term capital loss included in 
investment yield, gains from (or considered as from) sales or exchanges 
of capital assets are not taken into account under subpart C. See 
discussion of section 802 for the treatment, in general, of capital gains 
under your committee bill. 

(d) Deductions.—Subsection (d) provides the following nine cate- 
gories of deductions which are to be taken into account in determining 
gain or loss from operations under section 809: 

(1) All claims and benefits accrued, and losses incurred 
(whether or not ascertained), during the year on insurance, 
annuity, and supplementary contracts. 

(2) Net increases in the reserves which are required by section 
810 to be taken into account. 

(3) Policyholder dividends as described in section 811. 

(4) The operations loss deduction described in section 812. 

(5) Ten percent of the increase for the taxable year in certain 
life insurance reserves for nonparticipating contracts (excluding 
group contracts) or 3 percent of the premiums for the taxable year 
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attributable to nonparticipating contracts (excluding group 
contracts) issued or renewed for periods of 5 years or more, 
whichever is greater. 

(6) Two percent of the net premiums for the taxable year at- 
tributable to group life insurance and group accident and health 
contracts. This deduction for the taxable year and all preceding 
taxable years may not exceed 50 percent of the net premiums 
attributable to such contracts for the taxable year. 

(7) Consideration (other than consideration arising out of rein- 
surance ceded) attributable to the assumption by another insurer 
of the policy contract liabilities of the taxpayer. 

(8) Investment expenses to the extent not allowed as a deduc- 
tion under section 804(c)(1) in computing investment yield. 

(9) Except as modified by subsection (e), all other deductions 
allowed under subtitle A of the code in computing taxable income 
to aH extent not allowed as deductions in computing investment 

ield. 

Under paragraph (1) the phrase “all claims and benefits accrued” 
includes, for example, matured endowments and amounts allowed on 
surrender. The term “losses incurred (whether or not ascertained)”’ 
refers to a reasonable estimate of the amount of the losses incurred 
but not reported as well as losses reported but where the amount 
thereof cannot be ascertained by the end of the taxable year. The 
reserves referred to in paragraph (5) above include only life insur- 
ance reserves, but do not include those reserves which, consistent 
with the method used in reporting on the Annual Statements pre- 
scribed by the various State regulatory authorities, are shown as 
annuity reserves. The premiums referred to in paragraph (5) above 
include only premiums attributable to nonparticipating contracts 
(other than group contracts) which are issued for periods of 5 years 
or more or are renewed for periods of 5 years or more, but do not 
include that portion of the premiums which is allocable to annuity 
features. The determination of whether a contract meets the 5-year 
requirement will be made as of the date it was issued, or as of the 
date it was renewed, whichever is applicable. Thus, a 20-year non- 
participating endowment policy will qualify under section 809(d) (5), 
even though the individual insured subsequently dies at the end of 
the second year, since the policy was issued for a period of 5 years 
ormore. However, a 1-year renewable term contract will not qualify, 
in that, as of the date it was issued (or of any renewal date) it was 
not issued (or renewed) for a period of 5 years or more. In like 
manner, a policy originally issued for a 3-year period and subsequently 
renewed for an additional 3-year period will not qualify. However, 
if this policy were renewed for a period of 5 years or more, the policy 
would qualify under section 809(d)(5) from the date it was renewed. 
The consideration referred to in paragraph (7) arises, for example, 
where taxpayer T (in the example given in the discussion of sec. 806(a)) 
makes a payment or transfers property to company R in connection 
with company R’s assumption of taxpayer T’s policy contract 
liabilities. 

(e) Modifications —Under subsection (e), deductions allowable 
under subsection (d)(9) are subject to the following modifications: 

(1) No deduction is allowed under section 163 for interest in 
respect of the items described in section 810(c). 
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(2) No deduction is allowed for an addition to reserves for bad 
debts under section 166(c) but a deduction for specific bad debts 
is permitted to the extent that the other provisions of that section 
are applicable. 

(3) The charitable contribution deduction limitation of 5 per- 
cent of the gain from operations is modified to conform the limi- 
tations of section 170(b) to the provisions of the new subpart C. 

(4) No deduction is allowed under section 171 for the amorti- 
zation of bond premiums since a deduction for such premiums 
is specifically taken into account under section 818(b). 

(5) The net operating loss deduction provided by section 172 
is not allowed since in leu thereof a new “operations loss deduc- 
tion” is allowed under section 812. 

(6) No deduction is allowed under section 242 for partially 
tax-exempt interest in view of the reduction allowed under section 
809(b) for such interest. 

(7) No deduction is allowed under sections 243, 244, and 245 
for dividends received in view of the reduction allowed under 
section 809(b). 

(f) Limitation on certain deductions.—Paragraph (1) of subsection 
(f) limits the deductions allowed under section 809(d) for dividends 
to policyholders (par. (3)), for an increase in reserves for certain non- 
participating contracts (par. (5)), and for net premiums on group life, 
accident, and health insurance (par. (6)), to the amount (if any) 
by which the gain from operations (computed without regard to such 
deductions) exceeds the taxpayer’s taxable investment income for 
such year plus $250,000. 

Paragraph (2) establishes a priority system for applying paragraph 
(1). For example, assume that the gain from operation for the taxable 
year (computed without regard to these deductions) is $100 million, 
that the taxable investment income is $95 million, that the deduction 
under section 809(d) (6) for net premiums on group life, accident, and 
health insurance (without the limitation) is $4 million, that the deduc- 
tion (without the limitation) for the increase in reserves for certain 
nonparticipating contracts under section 809(d) (5) is $6 million, and 
the dividends to policyholders under section 809(d)(3) is $10 million. 
Under the priority system established by paragraph (2), the entire 
amount of the deduction provided by section 809(d)(6), namely $4 
million, is allowable. Only $1,250,000 of the deduction allowable 
under section 809(d)(5) may be taken into account, and none of the 
dividends to policyholders may be taken into account. 


SECTION 810. RULES FOR CERTAIN RESERVES 


(a) Adjustment for decrease—Your committee bill eliminates sub- 
section (a) of section 810 of the House bill and provides instead a new 
subsection (a) which conforms to the new approach adopted by your 
committee in this bill. Under new subsection (a), if the sum of the 
items described in section 810(c) as of the beginning of the taxable 
year is greater than the sum of such items at the end of the taxable 
year (less the amount of required interest for such taxable year as 
determined under sec. 809(a)(2)), the amount of such excess shall be 
taken into account as a receipt item in determining gain or loss from 
operations. 
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(b) Adjustment for increase.—Your committee bill eliminates sub- 
section (b) of section 810 of the House bill and provides instead a 
new subsection (b) which conforms to the new approach adopted by 
your committee in this bill. Under new subsection (b), if the sum of 
the items described in section 810(c) at the end of the taxable year 
(less the amount of required interest for such taxable year as deter- 
mined under sec. 809(a)(2)) is greater than the sum of such items at 
the beginning of the taxable year, the amount of such excess shall be 
deducted in determining gain or loss from operations. 

(c) Items taken inio account.—Subsection (c) of section 810, which 
is identical with the House bill, sets forth the items to be taken into 
account. In addition to life insurance reserves, these items are un- 
earned premiums and unpaid losses not included in life insurance re- 
serves; amounts necessary to satisfy obligations-under insurance or 
annuity contracts (including supplementary contracts) where these 
obligations do not involve life, health, or accident contingencies; cer- 
tain dividend accumulations, and other amounts, held at interest in 
connection with insurance or annuity contracts (including supplemen- 
tary contracts); and premiums received in advance, and liabilities for 
premium deposit funds. In applying section 810(c), the same item is 
to be counted only once. For purposes of this provision, deficiency 
reserves are not to be taken into account. 

(d) Adjustment for change in computing reserves——Subsection (d) of 
section 810, which is identical with the House bill, deals with the 
effect on deductions for increases in reserves (or amounts included in 
income for decreases in reserves) where there have been changes in 
the method of computing the reserves. Paragraph (1) refers to what 
is generally described as reserve strengthening. This paragraph pro- 
vides in the case of reserve strengthening that the additional dedue- 
tion which would otherwise be allowable because of additions to re- 
serves occurring in this strengthening process is to be taken into 
account ratably over a 10-year period rather than in a single year. 
The paragraph also provides the reverse treatment in the case of re- 
serve weakening. This subsection in effect deems the reserve 
strengthening or weakening to occur at the end of the taxable year so 
that the 10-year period commences with the succeeding taxable year. 

Under paragraph (2) of section 810(d), if for any year a company 
which previously was a life insurance company no longer qualifies as a 
life insurance company, any adjustments remaining to be made for 
reserve strengthening or weakening will be taken into account for 
the preceding taxable year. This provision is subject to the provisions 
of section 381(c)(22), which relates to carryovers in certain corporate 
readjustments (for discussion of this provision, see item 10 of the 
special provisions discussed under the general explanation of the bill). 

Paragraph (3) of section 810(d) provides that if a taxpayer elects 
to increase his reserves by changing from a preliminary term method 
of computation to a net level premium method in accordance with 
section 818(c), such an election shall not be considered a change in 
the basis of determining an item described in section 810(c). This 
paragraph also provides that if such an election applies to any taxable 
year, the effect thereof on the taxpayer’s reserves shall be disregarded 
for the purpose of this subsection. 

The last sentence of section 810(d)(3) refers to a change in basis of 
computing reserves which involves, with or without other changes, 
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a shift from a preliminary term method to the net level premiun 
method, where the taxpayer had previously made an election under 
section 818(c) to obtain the effects of the net level premium method 
for tax purposes. The sentence states that the amount that may be 
deductible over 10 years is only so much of the reserve strengthenin 
as is not attributable to the shift from a preliminary term mbthiod 
to the net level premium method. To illustrate this rule, assume that 
company A restates the reserves on a block of policies from a 3-percent 
assumed rate and the Commissioner’s reserve valuation method (one 
of the preliminary term reserve methods) to a 2-percent assumed rate 
and the net level premium method. The significant figures are 
shown below: 


Jan. 1, 1960 | Dec. 31, 1960 


Book reserves at 3 percent assumed rate, Commissioner’s reserve valuation 

a) i ch dpcddathin~wsarhbbibiniedtcch Oh AEE, cities dude sdk $200 $210 
Reserves at 3 percent assumed rate, after restatement under sec. 818(c)-_ _ __-- 220 231 
Strengthened reserves 2 percent assumed rate and net level premium method 





The company’s deduction for the year 1960 with respect to these 
reserves would be the difference between $220 and $231 or $11 because 
of the election previously made. The amount to be spread as a deduc- 
tion over the following 10 years would be the difference between $255 
and $231 or $24. 

(e) Certain decreases in reserves of voluntary employees beneficiary 
associations.—Subsection (e) of section 810, for which there is no cor- 
responding provision in the House bill, provides an exception to section 
810(a) (relating to adjustment for decrease in reserves) in the case of 
a life insurance company which is an organization which meets all the 
requirements of section 501(c)(9) of the 1954 Code (relating to vol- 
untary employees beneficiary associations) except the requirement of 
section 501(c)(9)(B) (which requires that 85 percent of the associa- 
tion’s income consists of amounts collected from its members and 
their employer). Such a life insurance company shall take into 
account under section 810(a) only 11% percent of any decrease in 
life insurance reserves attributable to the voluntary lapse on or after 
January 1, 1958, of any policy issued prior to that date. This treat- 
ment is available only where the life insurance company has made a 
proper election for the taxable year involved. This election shall be 
made not later than the time prescribed by law, including any exten- 
sions, for filing the return for the taxable year in which the taxpayer 
desires the treatment provided by this subsection. This election 
shall be made in such manner as the Secretary or his delegate pre- 
scribes by regulation. This election is effective not only for the 
taxable year for which made but also for all subsequent taxable years, 
unless consent to revoke the election is obtained from the coreesors 
or his delegate. If this election is made, the following provisions will 
not apply to such company making the election: (1) The special 
limitation on phase 2 tax for the year 1958, as provided for in the last 
sentence of section 802(b) and (2) the loss from operations for any 
taxable year beginning after December 31, 1954, and before January 
1, 1958, shall not be allowed as an operations loss carryover, as provided 
for in section 812(b)(1). 
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SECTION 811. DIVIDENDS TO POLICYHOLDERS 


(a) Dividends to policyholders defined.—With the exception of a con- 
forming cross reference change, subsection (a) of section 811 is identi- 
cal with the House bill. This subsection defines dividends to policy- 
holders to mean dividends and similar distributions made to policy- 
holders in their capacity as such. In general, amounts returned 
where the amount is not fixed in the contract but depends on the ex- 

erience of the company or the discretion of the management are to 
A treated as dividends to policyholders. However, the term does 
not include interest paid as defined in section 805(e). Thus, the 
term does not include, for example, so-called: excess interest payments 
made with respect to supplementary contracts not involving life, acci- 
dent, or health contingencies merely because such jnterest payments 
exceed the amounts of interest guaranteed under such contracts. 

(b) Amount of deduction.—Paragraph (1) of subsection (b) is the 
same as in the House bill except for one change discussed herein. 
This paragraph provides that except as limited by section 809(f) (re- 
lating to the limitation on certain deductions) the deduction for divi- 
dends to policyholders shall be an amount equal to the dividends paid 
to policyholders during the taxable year plus (or minus) any increase 
(or decrease) in the reserves for policyholder dividends payable dur- 
ing the immediately succeeding taxable year. For this purpose, re- 
serves for policyholder dividends at the end of any taxable year 
shall include all amounts set aside before the 16th day of the 3d 
month of the year following such taxable year for payment of policy- 
holder dividends during the year following such taxable year. The 
amendment made by your committee provides that in the case of a 
mutual savings bank subject to the tax imposed by section 594 re- 
serves for policyholder dividends at the end of any taxable year shall 
include all amounts set aside before the 16th day of the 4th month 
(rather than the 3d month) following such taxable year for pay- 
ment of policy dividends during the year following such taxable year. 

Paragraph (2) of section 811(b), except for technical changes, 
corresponds to the House bill. This paragraph provides that if the 
amount of the decrease for the taxable year in the reserves for policy- 
holder dividends exceeds the amount of dividends paid to policyholders 
during such year, the amount of the excess shall be taken into account 
as a receipt item under section 809(c) (2). 

Paragraph 3 of subsection 811(b), for which there is no correspond- 
ing provision in the House bill, provides that for purposes of section 
811(b)(1) the amounts held at the end of 1957 as reserves for dividends 
to policyholders payable during 1958 shall be the amounts actually 
paid as dividends to policyholders during 1958. For example, assume 
that the X company and the Y company each held as of December 
31, 1957, and as shown on their books, a total amount of $10,000 as 
reserves for dividends to policyholders which were to be paid during 
1958. Assume further that the actual amounts paid as dividends to 
policyholders during the year 1958 were $8,000 by the X company 
and $13,000 by the Y company. For purposes of section 811(b)(1), 
the reserves for dividends to policyholders as of December 31, 1957, 
shall be $8,000 for the X company and $13,000 for the Y company 
(the amounts actually paid as dividends in 1958). 


40690—59——-5 
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SECTION 812. OPERATIONS LOSS DEDUCTION 


The operations loss deduction provided by this section is, in sub- 
stance, the same as the net operating loss deduction provided by 
section 172 but with modifications to conform the new section 812 to 
the provisions of the new part I of subchapter L. 

(a) Deduction allowed.—Subsection (a) of section 812, which is 
identical with the House bill, provides for an ‘“‘operations loss deduc- 
tion.”” The deduction for any taxable year consists of the sum of the 
carryovers of operations losses from prior years and carrybacks of 
operations losses from subsequent years. 

(b) Operations loss carrybacks and carryovers.—Your committee bill 
eliminates the House provision corresponding to paragraph (1) of 
subsection (b) and provides instead that a loss from operations for 
any taxable year ending after December 31, 1954 (rather than 1957 
as provided in the House bill), like the net operating loss of a cor- 
poration which is not an insurance company, may be carried back 
to each of the 3 taxable years preceding the loss year and may be car- 
ried forward to each of the 5 taxable years succeeding the loss year. 
However, a loss from operations for any taxable year beginning before 
January 1, 1958, shall not be carried back to any taxable year begin- 
ning before January 1, 1955. Furthermore, a loss from operations 
for any taxable year beginning after December 31, 1957, cannot be 
carried back to any year commencing prior to January 1, 1958. 
Your committee bill further provides that, subject to section 812(e) 
(rules relating to new companies), if the life insurance company is a 
new company for the loss year the loss from operations may be carried 
forward to each of the 10 taxable years succeeding the loss year. 

The loss from operations for all taxable years beginning after 
December 31, 1954, and before January 1, 1958, shall be determined 
as if this part, as in effect for 1958, applied to those taxable years. 

The provisions of this new paragraph may be illustrated by the 
following examples: Company A, organized in 1940, has a loss from 
operations of $1,000 in 1958; this loss may not be carried back, but 
may be carried forward to each of the 5 taxable years following 1958. 
Company B, organized in 1940, has a loss from operations of $1,200 
in 1959; this loss must be carried back to the taxable year 1958 and 
then carried forward to each of the 5 taxable years following 1959. 
Company C, organized in 1940, had a loss from operations of $1,300 
for the taxable year 1956 (computed as if this part as in effect for 
1958 applied to such year); this loss must first be carried back to the 
taxable year 1955 (computed as if this part as in effect for 1958 applied 
to such year) and then carried forward to each of the 5 taxable years 
following 1956. Company D, organized in 1958 and meeting the pro- 
visions of section 812(e), had a loss from operations of $1,400 for the 
taxable year 1958; this loss may be carried forward to each of the 10 
taxable years following 1958. Company E, organized in 1954 and 
meeting the provisions of section 812(e), had a loss from operations 
of $1,500 for the taxable year 1956; this loss must first be carried back 
to the taxable year 1955 and then carried forward to each of the 10 
taxable years following 1956. 

Paragraph (2) of subsection (b), which is identical with the House 
bill, provides that the full amount of the loss from operations must 
first be carried back to the earliest year permissible under paragraph 
(1). The portion of the loss carried to any of the other taxable years 
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is the excess of the amount of the loss over the sum of the offsets (as 
defined in sec. 812(d)) for all prior taxable years to which the loss 
may be carried. 

(c) Computation of loss from operations.—Subsection (c) of section 
812, except for a clerical change, is identical with the House bill. It 
provides that in computing the loss from operations for any taxable 
year, the sum of the operations loss carryovers and carrybacks to 
such year shall be dissegarded and the dividends received deductions 
permitted under sections 243, 244, and 245 shall be computed without 
regard to the limitation on such deductions provided in section 246(b) 
as modified by section 809(b)(5). 

(d) Offset defined—Section 812(b)(2) provides that the portion of 
the loss from operations which may be carried to each of the taxable 
years referred to in section 812(b)(1) (other thaar the first taxable 
year) is the excess thereof over the sum of the offsets for each of the 
prior taxable years to which the loss may be carried. 

Subsection (d), which corresponds to the House bill, defines the 
term ‘‘offset’’ for purposes of section 812(b)(2). For any of the prior 
taxable years referred to in the preceding paragraph, the offset is 
only that portion of the increase in the operations loss deduction 
which was necessary to reduce the life insurance company taxable 
income to zero. For purposes of the preceding sentence, life insur- 
ance company taxable income is to be computed without regard to 
amounts subtracted from the policyholders surplus account for the 
taxable year, but there will be taken into account the adjustments 
in certain deductions (such as the deduction for dividends to policy- 
holders) which flow from an increase in ti:e operations loss deduction. 

(e) Rules relating to new companies.—Subsection (e), for which there 
is no corresponding provision in the House bill, provides certain rules 
and definitions relating to new life insurance companies. 

Paragraph (1) provides the general rule that a life insurance com- 
pany is a “new company” for any taxable year only if such taxable 
year begins not more than 5 years after the first day in which it (or, 
if section 381(c)(22) applies, any predecessor) was authorized to do 
business as an insurance company. 

Subparagraph (A) of paragraph (2) provides that for purposes of 
section 812(b)(1)(A)(iii) (relating to a 10-year carryover of losses for 
new companies) a life insurance company shall not be considered a 
new company for any loss year if at any time during such loss year it 
was a nonqualified corporation. This paragraph further provides that 
if, at any time during any taxable year after the loss year, the life 
insurance company is a nonqualified corporation, section 812(b)(1) 
(A) (iii) (the 10-year carryover, as distinguished from the ordinary 
5-year carryover) shall cease to apply to (1) such loss for the taxable 
year of the nonqualification, and (2) all subsequent taxable years. 

Subparagraph (B) of paragraph (2) defines the term ‘‘nonqualified 
corporation” to mean any corporation connected through stock owner- 
ship with any other corporation where either of such corporations 
possesses at least 50 percent of the voting power of all classes of stock 
of the other corporation. A corporation, for purposes of subpara- 
graph (A), shall be treated as becoming a nonqualified corporation at 
any time at which it becomes a party to a reorganization other than 
a reorganization described only in section 368(a)(1) (E) or (F). 
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(f) Application of subtitle A and subtitle F.—This subsection, which 
corresponds to subsection (e) of section 812 of the House bill, provides 
that except as modified by section 809(e) (relating to modifications 
of deduction items otherwise allowable under subtitle A of the 1954 
Code) subtitle A and subtitle F shall apply to operations loss carry- 
backs and carryovers, and to the operations loss deduction, in the 
same manner and to the same extent that they apply to the net 
operating loss carrybacks and carryovers, and to the net operating 
loss deduction, of corporations generally. 

The operation of the new section 812 may be illustrated by the 
following example. Assume that company I is organized on January 
1, 1959, and for 1959 and 1960 has the following results: 





| 1959 1960 

Taxable inv pees 3 SIDE 5 5508 Sa Eph tise oacn a dbeo sth widen bn ddtnn $9, 000, 000 $9, 000, 000 
NE En iis cin dn dit batik sab bedbekembebedhdnemwtockin 10, 000, 000 8, 500, 000 
Tax base (sec. 802(b) (1) and ee foincieniie dui sbhiiataialemnieniedan ani niente acham mie 9, 500, 000 8, 500, 000 


Assume further that for the years 1961 and 1962 company I has a 
loss frofa operations of $9,800,000 and $10,200,000, respectively. 
Under section 812 the results are as follows: 


1959 1960 | 1961 | 1962 

Taxable investment income -_-_...............-- $9, 000, 000 $9, 000, 000 |........-_--. | Sladeudekedel 
NE ign oth cane ivmniatemninition (9, 800, 000) le 2D 8 eke ee 
ES toner: mayank ance iene (10, 200, 000) EE haan oo atten alot be Sanaa 
Gain from operations (before operations loss 

(OO Re aS Se ae 10, 000, 000 is 6.6 cried nactntnre wis awmaeeiee 
Operations loss deduction (for other than offset 

OI a sin een eases icctdyteubskpnetenl Oe ee aa ee ee 


Loss from operations 


The entire amount of the loss from operations for 1961 and 1962 is 
an operations loss carryback to 1959. The operations loss deduction 
for 1959 before the carrybacks is zero. $10,000,000 of the deduction 
reduces the gain from operations and the tax base for 1959 to zero. 
Under section 812(d)(2), in computing the amount of the 1962 loss 
which is a carryback to 1960, the operations loss deduction for 1959 
is $9,800,000. Thus, the offset is $200,000 (namely, the amount 
required to increase $9,800,000 to $10,000,000), leaving $10,000,000 
as the carryback to 1960. Under this example, $8,500, 000 of the 
$10,000,000 operations loss deduction for 1960 is an offset against the 
1962 carryback, leaving $1,500,000 as an operations loss carryover 
from 1962 to 1963. 

If, in addition to the deductions reflected in the above example, 
company I would have (without regard to sec. 809(f)) a deduction for 
1959 of $2,500,000 for dividends to policyholders, the gain from oper- 
ations and tax base would be $8,750,000 before the application of 
section 812 ($1,250,000 being the ‘allowable deduction for dividends 
to policyholders under sec. 809(f)). However, upon application of 
section 812, the results for 1959 and 1960 are the same as in the 
example above since (after the application of the operations loss 
deduction) the gain from operations is less than the taxable invest- 
ment income. 
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Suspart D—DistrisuTions TO SHAREHOLDERS 
SECTION 815. DISTRIBUTIONS TO SHAREHOLDERS 


Subpart D is concerned with the tax which is imposed on an insur- 
ance company by reason of section 802(b)(3) (which includes in life 
insurance company taxable income amounts subtracted from the 
policyholders surplus accounts). 

(a) General rule -—Subsection (a) of section 815 is basically the same 
as the corresponding provision of the House bill and provides an order 
of priority for distributions made by a stock life insurance corporation 
to a shareholder with respect to its stock. In view of certain effective 
date changes made by your committee in sections 815(b) and 815(c), 
your committee bill has made a conforming amendment to subsection 
(a) which provides that the priority system is only applicable to dis- 
tributions to shareholders after December 31, 1958. 

The priority system for distributions to shareholders shall be as 
follows: Distributions shall be treated as first being made out of the 
shareholders surplus account. (See (b) below.) Once this account 
has been exhausted (that is, reduced to zero), distributions are then 
to be considered as being made out of the policyholders surplus 
account (see (c) below), until this account is exhausted. Finally, 
distributions in excess of the amounts in the shareholders surplus 
account and the policyholders surplus account are to be treated as 
being made out of other accounts (for example, earnings and profits 
accumulated prior to January 1, 1958, paid-in-surplus, capital, etc.). 

The term ‘distribution,’ as used in this subsection and subsec- 
tion (d), means any distribution to any or all of a corporation’s 
shareholders with respect to its stock, including any distribution in 
redemption of the corporation’s stock, whether or not in partial or 
complete liquidation of the corporation. For example, there is a dis- 
tribution within the meaning of section 815(a) in any case in which a 
corporation acquires the stock of a shareholder in exchange for prop- 
erty in a redemption treated as a distribution in exchange for stock 
under section 302(a) or treated as a distribution of property under 
section 302(d). Under section 815(a), the term “distribution” does 
not include any distribution made by a corporation of the distributing 
corporation’s stock, or of rights to acquire its stock, whether or not 
such distribution would be treated as a distribution of property under 
section 305(b). (For a discussion of the application of this provision 
with respect to certain liquidations of subsidiaries and reorganizations, 
see part F of the general explanation of the bill.) 

A further amendment to subsection (a) made by your committee 
bill provides an exception to the definition of the term ‘‘distribution.” 
This amendment provides that the term ‘distribution’ does not in- 
clude any distribution in redemption of stock issued prior to January 
1, 1958, where such stock was at all times on and after the date of its 
issuance and on or before the date of its redemption limited as to the 
amount of dividends payable and was callable, at the option of the 
issuer, at a price not in excess of 105 percent of the sum of its issue 
price plus the amount of contribution to surplus (if any) made by 
the original purchaser at the time of his purchase. 

(b) Shareholders surplus account.—Paragraph (1) of subsection (b), 
which corresponds to section 815(b)(1) of the Swe bill, provides that 
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every stock life insurance company (both domestic and foreign) shall 
establish and maintain a shareholders surplus account. Your com- 
mittee has amended this subsection to provide that this account shall 
be established as of January 1, 1958 (rather than January 1, 1959, as 
provided in the House bill). The beginning or opening balance of 
this account on January 1, 1958, shall be zero. 

Paragraph (2) of this subsection, except for a change in the effective 
date (see above) and certain cross-reference changes of a technical 
nature, is identical with section 815(b)(2) of the House bill. This 
paragraph provides for an addition to be made to the shareholders 
surplus account for any taxable year beginning after December 31, 
1957. To determine the amount of this addition there must be ascer- 
tained the sum of the following: 

(1) The amount of the life insurance taxable income (computed 
without regard to sec. 802(b)(3)); 

(2) For taxable years beginning after December 31, 1958, the 
amount (if any) by which the net long-term capital gain exceeds 
the net short-term capital loss (in other words, the amount subject 
to the 25-percent tax imposed by sec. 802(a)(2)); 

(3) The amount of the deductions for— 

(a) Partially tax-exempt interest provided by section 242 
(as modified by sec. 804(a)(3)), and 
(b) Dividends received (as modified by sec. 809(b)(5)); 

(4) The amount of interest excluded from gross income under 
section 103; and 

(5) The amount of the small business deduction provided by 
section 804(a) (4). 

This paragraph further provides that the addition to the share- 
holders surplus account shall be the amount by which the sum of the 
items referred to above exceeds the taxes imposed for the taxable year 
by section 802(a), determined without regard to section 802(b) (3). 

Furthermore, there will be added to the shareholders surplus 
account at the beginning of the taxable year those amounts required 
to be so treated by reason of paragraphs (1) and (4) of section 815(d) 
(relating to election to transfer amounts from policyholders surplus 
account to shareholders surplus account, and to the limitation on the 
- amount in the policyholders surplus account). 

Paragraph (3) of this subsection provides, as did section 815(b) (3) 
of the House bill, the general rule that there shall be subtracted from 
the shareholders surplus account for any taxable year the amount 
which is treated under section 815 as distributed out of such account. 
In addition, your committee has amended this paragraph to provide 
& special rule for subtractions from the shareholders surplus account 
for distributions during 1958, in view of the change made in the 
effective date of section 815(b). This special rule provides that there 
shall be subtracted from the shareholders surplus account for any 
taxable year beginning in 1958 the amount of the distributions to 
shareholders made by the company during the year 1958. This 
special rule may be illustrated by the following example: Assume 
company P had additions to its shareholders surplus account (as 
determined under sec. 815(b)(2)) for the taxable year 1958 of $10,000, 
and actually distributed as dividends to its shareholders $8,000 during 
the year 1958. The balance in company P’s shareholders surplus 
account as of January 1, 1959, will be $2,000. If company P had 
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distributed $12,000 as dividends in 1958, the balance in its share- 
holders surplus account as of January 1, 1959,-will be zero, and the 
other accounts referred to in section 815(a)(2) will be reduced by 
$2,000. 

(c) Policyholders surplus account.—Paragraph (1) of subsection (c), 
which is identical with the House bill, provides that every stock life 
insurance company (both domestic and foreign) shall establish and main- 
tain a policyholders surplus account. This account shall be estab- 
lished as of January 1, 1959, and its beginning or opening balance on 
that date shall be zero. 

Paragraph (2) of subsection (c), which corresponds to the House 
bill, provides for an addition to be made to-the policyholders surplus 
account for any taxable year beginning after December 31, 1958. 
The House bill provided only for the addition of ay amount equal to 
50 percent of the amount by which the gain from operations exceeds 
the taxable investment income. Your committee has retained this 
provision of the House bill and, moreover, has amended this paragraph 
to provide for the addition of two other amounts to the policyholders 
surplus account. These amounts are as follows: 

(1) The deduction for certain nonparticipating contracts pro- 
vided by section 809(d)(5), as limited by section 809(f); and 

(2) The deduction for group life and group accident and health 
insurance contracts provided by section 809(d)(6), as limited 
by section 809(f). 

Paragraph (3) of this subsection, except for a technical change neces- 
sitated hy the special rule provided in section 802(a)(3), is identical 
with the corresponding provision of the House bill. This paragraph 
provides that there shall be subtracted from the policyholders et 
account for any taxable year an amount equal to the sum of— 

(1) The amount which (without regard to (2) below) is treated 
under section 815 as distributed out of the policyholders surplus 
account, plus 

(2) The amount (determined without regard to sec. 802(a)(3)) 
by which the tax imposed for the taxable year by section 802(a) 
(1) is increased by reason of section 802(b)(3). 

Furthermore, there will be subtracted from the policyholders surplus 
account for the taxable year those amounts subtracted, or treated as 
subtracted, under paragraphs (1) and (4) of section 815(d). The 
subtractions referred to in the preceding sentence shall be treated as 
made after all other subtractions from the policyholders surplus 
account for the taxable year. 

The amount subtracted from a policyholder surplus account (which 
is significant for purposes of sec. 802(b)(3) and sec. 819(c)) will 
exceed the actual distribution to shareholders by the amount of cor- 
porate tax which this distribution will entail. If the corporation is 
subject to a 52 percent tax on additions to life insurance company 
taxable income, the amount subtracted from the policyholders surplus 
account can be determined by multiplying the amount treated as 
distributed out of the policyholders surplus account by a ratio, the 
numerator of which is 100 percent and the denominator of which is 
100 percent minus the sum of the normal tax rate and the surtax rate 
(presently 100 percent minus 52 percent). If the life insurance com- 

any taxable income computed without regard to section 802(b)(3) 
is less than $25,000, the foregoing formula will overstate the necessary 
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adjustment. The amount obtained under the formula should be re- 
duced by an amount equal to the corporate surtax rate for the year 
multiplied by the excess of the lesser of— 
(i) $25,000, or 
(ii) an amount equal to the amount treated as distributed out 
of the policyholders surplus account multiplied by a ratio, 
the numerator of which is 100 percent and the denominator of 
which is 100 percent minus the normal tax rate for the year 
over the life insurance company taxable income computed without 
regard to this section. This paragraph may be illustrated by the 
following example: Assume company S for the taxable year 1961 is 
treated as having distributed to shareholders $9,600 out of the policy- 
holders surplus account (as determined under sec. 815(a) and without 
regard to sec. 815(c)(3)(B)), and that the S company is subject to a 
52 percent tax on additions to life insurance company taxable income. 
The total amount to be subtracted from the policyholders surplus 
account is $20,000, determined as follows: 


100 100 


$9,600 X 799 — 5a) 99600 X Gg = 820,000 


Of this total amount, $9,600 is due to the application of section 
815(c)(3)(A) and $10,400 to the application of section 815(c)(3)(B). 
(d) Special rules —Subsection (d) of section 815 provides certain 
special rules for the shareholders surplus and the policyholders surplus 
account. - 

Paragraph (1) of this subsection, with the exception of a clarifying 
change, is identical with section 815(d)(1) of the House bill. Sub- 
paragraph (A) of paragraph (1) of this subsection permits a life in- 
surance company to make an election, for any taxable year for which 
it is a life insurance company, to subtract from its policyholders. sur- 
plus account any amount (either the total amount in such account, 
or any portion thereof) in such account as of the close of such taxable 
year. The amount so subtracted, less the amount of tax imposed with 
respect to such amount (by reason of sec. 802(b)(3)), shall be added 
to the shareholders surplus account. This addition to the share- 
holders surplus account shall be deemed made as of the beginning of 
the taxable year following the taxable year for which the taxpayer has 
made the election provided for herein. 

If, in the above example, life insurance company S had elected, 
under section 815(d)(1), for the taxable year 1961 to subtract from 
its policyholders surplus account (as of the close of the year 1961) 
the amount of $20,000, the tax on such amount would be $10,400 
($20,000 52 percent) and the amount added to the shareholders 
surplus account as of January 1, 1962, would be $9,600 ($20,000, the 
amount elected to be subtracted from the policyholders surplus ac- 
count, minus $10,400, the amount of tax imposed with respect to such 
amount by reason of sec. 802(b)(3)). 

Under subparagraph (B) of paragraph (1), this election must be 
made after the close of the taxable year for which it is to apply and 
not later than the time prescribed by law for filing the return (includ- 
ing extensions thereof) for the taxable year, and in such manner and 
form as the Secretary or his delegate may by regulations prescribe. 
An election applies only with respect to the year for which made. 
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Once an election for a taxable year has been made, it may not be 
subsequently revoked. It is to be noted, however, that the amount 
subtracted pursuant to such an election may be affected by a subse- 
quent operations loss which is carried back to such year. For ex- 
ample, assume that for the years 1959 through 1961, company X has 


the following results (assuming a 30 percent tax rate for all years 
involved) : 





= 
3 


1960 9161 


Taxable investment income 
eee BIS CUUROEINID oo ins cn ccdblwacdadduecebibagecebsche 
Tax base (sec. 802(b) (1) and (2)) 
Tax (sec. 802(b) (1) and (2) base) 
Shareholders surplus account— 
ee EE OE PON as 055 i nkscdadiaceiechunbsdibensadaenes 
Added at beginning of year by reason of election 
Added for year (without regard to election) 
Subtracted (distributions) 
Policyholders surplus account— 
At beginning of year 
WD 5d awhin bid ola cu datenth atebineilaule 
Subtracted (distribution) 
Subtracted (election) 
Tax base (sec. 802(b)(3)) 
Tax (sec. 802(b)(3) base) 


3sss 


oo BBSE 


we 


eS5e5o of 
sss s 


8 


sei8 sss 
Ssss sess 


$8 $8 8 888s 


_ 
-_ 


coooso 
S 


—e 


coeoks Shes ERBE 


Assume further that company X has a loss from operations for the 
year 1962 of $25. This amount is carried back to 1959 and reduces the 
tax base under section 802(b) (1) and (2) to $35. The results for the 
years 1959 through the beginning of 1962 are as follows: 


Taxable investment income. ....................-....-- 
Gain from operations 
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Under these circumstances company X is entitled to a refund for 
1959 of $7.50 ($4.50 under the sec. 802(b) (1) and (2) base, plus the 
$3 paid by reason of the election). 

aragraph (2) of subsection (d), which corresponds to section 
815(d)(2) of the House bill, provides special rules pertaining to the 
termination of a company as a life insurance or insurance company. 
The House bill provided that in the case a company ceased to be a 
life insurance company for 1 taxable year, the amount taken into 
account under section 802(b)(3) for the preceding year was to be 
increased by the entire balance remaining in the policyholders surplus 
account as of the close of the preceding taxable year. Your com- 
mittee bill eliminated the House provision and provides instead that 
if (i) for any taxable year the taxpayer is not an insurance company, 
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or (ii) for any 2 successive taxable years the taxpayer is not a life 
insurance company (within the meaning of sec. 801), the amount 
taken into account under section 802(b)(3) for the last precedin 
year for which it was a life insurance company shall be ncresaall 
(after the application of sec. 815(d)(2)(B)) “ the entire balance in 
the policyho Jens surplus account at the close of such last preceding 
taxable year. These rules are subject to the exception provided in 
section 381(c) (22). 

Your committee has provided a further rule in the case of certain 
distributions during a taxable year when the taxpayer is an insurance 
company but does not qualify as a life insurance company under 
section 801. Subparagraph (B) provides that in such event the dis- 
tributions to shareholders during that taxable year shall be treated 
as having been made on the last day of the last preceding taxable 
year for which the rn was a life insurance company. 

Paragraph (3) of subsection (d), which is identical with the corre- 
sponding provision of the House bill, provides a special rule where a 
taxpayer makes any payment in discharge of its indebtedness, and 
such indebtedness is attributable to a distribution by the taxpayer 
to its shareholders after February 9, 1959. This paragraph provides 
that the amount of such payments shall be treated as a distribution 
in cash to the shareholders, both for purposes of section 815 (particu- 
larly, in determining whether such payment is to be treated as made 
from the shareholders surplus account, the policyholders surplus ac- 
count, or other accounts) and section 802(b)(3). The paragraph 
applies, however, only to the extent that the actual distribution to 
shareholders was treated as being out of accounts other than the 
shareholders and policyholders surplus accounts at the time of 
distribution. 

Paragraph (4), which corresponds to section ee of the House 
bill, rin ay 2 a limitation on the amount that any life insurance com- 
pany may accumulate in its policyholders surplus account. Your 
committee, in addition to certain technical changes, has amended this 
provision to provide that if the policyholders surplus account (com- 
puted at the end of the taxable year without regard to this paragraph) 
exceeds the greatest of— 

(1) 15 percent of life insurance reserves at the end of the tax- 
able year (the House bill provided 25 percent), 

(2) 50 percent of the sum of the premiums and other consider- 
ation taken into account for the taxable year under section 
809(c)(1) (the House bill provided 60 percent), or 

(3) 25 percent of the amount by which the life insurance 
reserves at the end of the taxable year exceed the life insurance 
reserves at the end of 1958 (the House bill contained no compar- 
able provision), 

then such excess shall be treated as subtraction from the policyholders 
surplus account as of the end of such taxable year. The amount so 
treated as subtracted (less the amount of tax imposed with respect 
to such amount by reason of sec. 802(b)(3)) shall be added to the 
shareholders surplus account at the beginning of the succeeding 
taxable year. 

(e) Special ruie for certain mutualizations.—Subsection (e) of sec- 
tion 815, except for technical changes, is identical with the House bill 
and refers to amounts distributed to shareholders in acquisition of 
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stock pursuant to a plan of mutualization of a life insurance company. 
A distribution is pursuant to a plan of mutualization only if the re- 
quirements of applicable law for the adoption of such plan (as, for 
sample, approval by the requisite majority of the board of directors, 
shareholders, and policyholders) have been fulfilled. Paragraph (1) 
establishes a rule for allocating these distributions to various accounts 
that will operate in place of subsection (a). 

Under paragraph (1) any amount distributed to stockholders after 
December 31, 1958, in acquisition of stock pursuant to a plan of 
mutualization is first to be treated as a return of paid-in capital and 
paid-in surplus to the extent thereof. This much of any distribution 
will not involve any tax to the insurance company. After this amount 
is distributed, further amounts distributed under the plan of mutuali- 
zation will be allocated, as made, into two parts “One part (which 
may be called a distribution out of pre-1959 earnings) is to be treated 
as made out of accounts referred to in subsection (a)(3) and conse- 

uently this part of the distribution will not involve additional tax to 
the insurance company. The other part of the distribution (which 
may be called a distribution out of post-1958 earnings) is to be treated 
re the rule provided in subsection (a), namely, first as being made 
out of the shareholders surplus account to the extent thereof, and then 
out of the policyholders surplus account to the extent thereof. 

Subparagraph (A) of paragraph (2) defines the allocation ratio for 
allocating distributions to the category of pre-1959 and post-1958 
earnings. The numerator of this ratio is the excess of the assets of 
the company (as defined in sec. 805(b)(3)) over the total liabilities 
(including reserves), both determined as of December 31, 1958, but 
adjusted as provided in subparagraph (B). The denominator of this 
ratio is the amount described in the numerator plus the amounts in 
the shareholders surplus account and in the policyholders surplus 
account, all determined as of the beginning of the year of the dis- 
tribution. 

Subparagraph (B) of paragraph (2) deals with a situation where the 
taxpayer has been treated between 1958 and the year of the distribu- 
tion as having made a distribution out of accounts other than the share- 
holders surplus account and the policyholders surplus account. In 
all cases to which the allocation ratio applies, this will require sub- 
tracting from the numerator and the denominator the amount of the 
prior distributions (under the plan of mutualization or otherwise) 
which are treated as a return of paid-in capital and paid-in surplus or 
as out of the other accounts referred to in subsection (a) (3). 


SuBPpART E—MISCELLANEOUS PROVISIONS 


SECTION 817, RULES RELATING TO CERTAIN CAPITAL GAINS AND LOSSES 


(a) Treatment of capital gains and losses, ete—Subsection (a) of 
section 817, which is identical with the House bill, provides special 
rules for life insurance companies in the case of capital gains and 
losses-and gains and losses on property used in the trade or business. 

With respect to property used in the trade or business and held for 
more than 6 months, section 1231 of the code provides, in general, 
that where the gains from the sale or exchange of such property exceed 
such losses, each gain and loss is treated as though it was from the sale 
or exchange of a long-term capital asset. Where the losses exceed the 
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gains, then each gain or loss is considered as not being from the sale 
or exchange of a capital asset, with the result that ordinary gain or 
loss is realized. 

Subsection (a) modifies the above section 1231 by limiting the term 
“property used in the trade or business” to include only property 
used in carrying on an insurance business. Specifically, this sub- 
section provides that, for purposes of section 1231(a) (relating to 
property used in the trade or business and involuntary conversions), 
the term “property used in the trade or business’ shall be treated. as 
including only (1) “property used in carrying on an insurance busi- 
ness,” of a character which is subject to the allowance for deprecia- 
tion provided in section 167, held for more than 6 months, and real 
property used in carrying on an insurance business, held for more than 
6 months, which is not described in section 1231(b)(1)(A) (relating 
to property includible in inventory), section 1231(b)(1)(B) (relating 
to property held for sale to customers), or section 1231(b)(1)(C) 
(relating to a copyright, a literary, musical, or artistic composition, 
etc.); and (2) property described in section 1231(b)(2) (relating to 
timber and coal). 

This subsection further provides that, for purposes of section 
1221(2) (excluding certain property from the term “capital assets’’), 
the reference to property used in trade or business shall be treated 
as including only “property used in carrying on an insurance business.” 

The term “property used in carrying on an insurance business” 
means (for purposes of applying both secs. 1231(a) and 1221(2)) only 
those assets used in the operation of the insurance trade or business. 
These assets include such items as the home office building, branch 
offices, office equipment, and furniture and fixtures. These assets do 
not include the so-called investment assets from which interest, rents, 
dividends, and royalties are derived. Thus, the gains or losses from 
the sale or exchange of depreciable assets attributable to any trade or 
business (other than an insurance business) carried on by the life 
insurance company, such as renting various pieces of real estate, or 
operating a radio station, a housing development, or a farm, will be 
treated as gains or losses from the sales or exchanges of capital assets 
rather than (if losses exceed gains) ordinary gains and losses. 

(b) Gain on property held on December 31, 1958, and certain substi- 
tuted property acquired after 1958.—-Subsection (b) of section 817 is 
basically the same as the corresponding provision of the House bill. 
Although numerous clerical and technical changes have been made by 
your committee, such changes are designed to clarify the application 
of the principles of subsection (b) of the House bill rather than to 
change its fundamental theory. 

Paragraph (1) of subsection (b), in effect, limits the amount of gain 
that is to be recognized on the sale or other disposition of certain 
property held by the taxpayer on December 31, 1958. This is accom- 
plished specifically by treating the gain on the sale or disposition of 
such property as an amount (but not less than zero) equal to the 
amount by which the gain (determined without regard to this sub- 
section) exceeds the difference between the fair market value on 
December 31, 1958, and the adjusted basis for determining gain as of 
such date. (See discussion under sec. 3(d) of your committee bill, 
relating to adjustments to basis under sec. 1016(a) of the code.) This 
limitation on the amount of gain recognized applies only if (1) the 
property was held by a life insurance company on December 31, 
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1958, (2) the fair market value of the property on December 31, 
1958, is greater than the adjusted basis for determining gain as of that 
date, and (3) the taxpayer has been a life insurance company at all 
times on and after December 31, 1958, until the date of the sale or 
other disposition of the property. 

Paragraph (2) of subsection (b) provides certain rules for property 
acquired after December 31, 1958, and having a substituted basis 
within the meaning of section 1016(b) of the code. Subparagraph 
(A) provides, for purposes of section 817(b)(1), that such property 
shall be deemed as having been held continuously by the taxpayer 
since the beginning of the holding period of the property, determined 
in accord with section 1223 of the code. Subparagraph (B) provides, 
for purposes of section 817(b)(1), that the fair market value and the 
adjusted basis shall be that of that property for“which the holding 
period taken into account includes December 31, 1958. Subpara- 
graph (C) provides that. section 817(b)(1) shall apply only if the 
property or properties the holding period of which are taken into ac- 
count were held only by life insurance companies after December 31, 
1958, during the holding periods so taken into account. Subparagraph 
(D) provides that the difference between the fair market value and 
the adjusted basis referred to in section 817(b)(1) shall be reduced 
(but not below zero) by the excess of (i) the gain that would have 
been recognized but for section 817(b) on all prior sales or dispositions 
after December 31, 1958, of properties referred to in section 817 (b) (2) 
(C), over (ii) the gain that was recognized on such sales or other 
dispositions. Subparagraph (E) provides that the basis of such 
property shall be determined as if the gain which would have been 
recognized but for section 817(b), were recognized gain. 

The new section 817(b)(2) clarifies the application of the basic rule 
provided in section 817(b)(1) to gain on the sale or other disposition 
of property which has a substituted basis—that is, its basis is deter- 
mined (1) by reference to the basis in the hands of a transferor, donor, 
or grantor, or (2) by reference to other property held at any time by 
the person for whom the basis is determined. 

For example, assume that life insurance company I owned property 
X on December 31, 1958, at which time its adjusted basis was $1,000 
and its fair market value was $1,800. On January 31, 1960, in a trans- 
action to which section 1031 of the 1954 Code applies, I receives 
property Y having a fair market value of $1,700 plus $300 in cash in 
exchange for property X. The gain on the transaction without regard 
to section 817(b) is $1,000 (assuming no adjustment to basis for the 
period since December 31, 1958). Under section 817(b) the gain is 
treated as $200. All of this $200 is recognized gain since under sec- 
tion 1031, $300 of the $1,000 gain would be recognized. 

Under section 817(b)(2)(E), the basis of Y is determined as if the 
entire $300 cash received had been recognized gain. Thus, the basis 
of Y under section 1031 is $1,000 (the basis of X) minus $300 (the 
amount of money received) plus $300 (the gain of $200 recognized 
on the exchange plus $100 which would have been recognized but 
for sec. 817(b)) or $1,000. 

If I later sells Y for $2,200 cash and its adjusted basis is $1,000, 
the gain is $1,200, which under section 817(b) is treated as a gain 
of $700 (under sec. 817(b)(2)(D), the $800 difference is reduced by 
the excess of $300, the amount which would have been recognized on 
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all prior dispositions but for sec. 817(b), over $200, the gain that was 
recognized on all prior dispositions). 

Paragraph (3) of subsection (b) provides that the term ‘‘property” 
(for purposes of this subsection) does not include insurance and annuity 
contracts (and contracts supplementary thereto) and property de- 
scribed in paragraph (1) of section 1221 (relating to stock in trade or 
inventory-type property). 

(c) Limitation on capital loss carryovers.—Subsection (c) of section 
817, which is identical with the House bill, provides that a net capital 
loss for any taxable year beginning before January 1, 1959; shall not 
be taken into account. For any taxable year beginning after Decem- 
ber 31, 1958, the provisions of part II of subchapter P (relating to the 
treatment of capital losses) of the 1954 Code will be applicable to life 
insurance companies for purposes of determining the tax imposed by 
section 802(a)(2) (relating to the tax in case of capital gains). 

(d) Gain on transactions occurring prior to January 1, 1959.—Subsec- 
tion (d) of section 817, for which there is no corresponding provision 
in the House bill, makes it clear that any gain from the sale or exchange 
of a capital asset, and any gain considered as gain from the sale or 
exchange of a capital asset which results from sales or other dispositions 
of property prior to January 1, 1959, shall not be included under this 
part. Thus, this subsection excludes from section 802(a)(2) (relatin 
to the tax in case of capital gains) any gain from the sale of a capita 
asset consummated before 1959 where the sale was on the installment 
method. 

(e) Certain reinsurance transactions in 1958.—Subsection (e) of sec- 
tion 817, for which there is no corresponding provision in the House 
bill, provides a special rule applicable only to the year 1958 which char- 
acterizes the reinsurance (or sale) by a life insurance company of all 
of its life insurance contracts of a particular type as a sale of a capital 
asset. This subsection further provides that the reinsurance must 
have taken place in a single transaction, or in a series of related trans- 
actions, all of which occurred during 1958, and the reinsuring company 
or companies must have assumed all liabilities under such contracts. 
For example, this provision would apply where a life insurance com- 
pany reinsured or sold its entire industrial business to one or more life 
insurance companies during 1958. For any taxable year beginning 
after December 31, 1958, the determination as to whether the reinsur- 
ance or sale of a group of contracts where the reinsurer assumes all 
liabilities under such contracts shall be treated as a sale of a capital 
asset shall be made as if this subsection had not been enacted. 


SECTION 818. ACCOUNTING PROVISIONS 


(a) Method of accounting—Subsection (a) of section 818, which is 
identical with the House bill, provides the general rule that all compu- 
tations entering into the determination of taxes imposed by the new 
part I of subchapter L shall be made under an accrual method of 
accounting. This subsection further provides that, to the extent 
permitted under regulations prescribed by the Secretary or his dele- 
gate, a life insurance company may determine its taxes under @ com- 

ination of an accrual method of accounting with any other method 
permitted by chapter 1 (other than the cash oe and disburse- 
ments method). For example, the Secretary or his delegate may 
determine that the use of the installment method for reporting sales 
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of realty and casual sales of personalty (see sec. 453(b)) may, in 
combination with an accrual method of accounting, properly reflect 
life insurance company taxable income. To the extent not incon- 
sistent with the provision of the 1954 Code and an accrual method of 
accounting, all computations entering into the determination of taxes 
imposed by the new part I shall be made in a manner consistent with 
the manner required for purposes of the annual statement approved 
by the National Association of Insurance Commissioners. 

(b) Amortization of premium and accrual of discount.—Subsection 
(b) of section 818 is identical with the corresponding provision of the 
House bill. Paragraph (1) of subsection (b), relating to the amortiza- 
tion of premium and accrual of discount on evidences of indebtedness, 
provides, in substance, the same rule as in existing section 803(e) of 
the code, insofar as life insurance companies are concerned. However, 
special rules are provided in subparagraphs (A) and (B) of paragraph 
(2) with respect to the amortizable bond premium in the case of 
bonds acquired after December 31, 1957, and with respect to con- 
vertible evidences of indebtedness whenever acquired. Under sub- 
paragraph (A), the provisions of section 171(b) are to be applied in 
determining the total amount of bond premium and in determining 
the amount of amortizable bond premium for any particular taxable 
year. The effect of this provision is to make the same rules (chiefly 
sec. 171(b)(1)(B)(ii)) applicable to life insurance companies as were 
made applicable to other corporations by the amendments to section 
171(b) YP the 1954 code made by section 13 of the Technical Amend- 
ments Act of 1958. 

With respect to convertible evidences of indebtedness, subpara- 
graph (B) provides that the amount of premium shall in no case 
include any amount attributable to the conversion features of an 
evidence of indebtedness. This rule which applies to any convertible 
evidence of indebtedness is the same rule as is applied under section 
171(b) in the case of a convertible bond. This rule is to be applied 
without regard to the date that the evidence of indebtedness was 
acquired. 

(c) Life insurance reserves computed on preliminary term basis.— 
Subsection (c) of section 818 is the same as the corresponding section 
of the House bill except for one amendment pertaining to a 1958 
election which is discussed herein. This subsection provides that 
where a company actually computes its life insurance reserves on 
one of the recognized preliminary term bases, it may elect to convert 
them to a net level premium basis in the computation of life insurance 
reserves for tax purposes. 

he reserves may be converted from a preliminary term basis to a 
net level premium basis for tax purposes by one of two methods. 
Paragraph (1) provides the so-called exact revaluation method. 
Under this method, the life insurance company must compute the 
reserves for all such contracts on a net level premium basis, using the 
same mortality assumptions and interest rates for both the preliminary 
term basis and the net level premium basis. Paragraph (2) provides 
an approximate revaluation method. Under this method, with respect 
to contracts for which reserves are computed under the preliminary 
term basis, the reserves are increased by the sum of (A) $21 per $1,000 
of insurance in force (other than term insurance), less 2:1 percent of 
reserves therefor, and (B) $5 per $1,000 of term insurance in force 
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under contracts which at the time of issuance cover a period of more 
than 15 years, less 0.5 percent of reserves therefor. 

If the taxpayer elects one of the two methods provided in this 
subsection, all contracts for which life insurance reserves are computed 
on a preliminary term basis must be so converted. Whichever basis 
(i.e., the exact revaluation or the approximate revaluation) is adopted 
for tax purposes must be adhered to in making the computations under 
this part (other than for purposes of the definition of a life insurance 
company as determined under sec. 801) for the taxable year of election 
and all subsequent taxable years, unless a change in the basis of 
computing such reserves is approved by the Secretary or his delegate. 
The amendment made by your committee provides an exception to 
the above rule. This amendment provides that if, pursuant to an 
election made for a taxable year beginning in 1958, the basis adopted 
is the approximate revaluation basis, then the taxpayer may change 
to the exact revaluation basis for its next taxable year. 

(d) Short taxvable years.—Subsection (d) of section 818, which is 
identical with the House bill, provides that if any return of a corpo- 
ration made under part I is fora period of less than the entire calendar 
year, then section 443 (relating to returns for a period of less than 
12 months) shall not apply in respect of the short period. 

Where a life insurance company has a short period, the bill provides 
the following rules for determining the life insurance company taxable 
income for such short period: 

(1) First, the taxable investment income (as defined in sec. 804) 
and the gain or loss from operations (as defined in sec. 809) shall be 
determined, under regulations prescribed by the Secretary or his 
delegate, on an annual basis by a ratable daily projection of the 
appropriate figures for the short period, using. techniques similar to 
those illustrated in the discussion of section 806(a). 

(2) Then, the portion of the life insurance company taxable income 
described in paragraphs (1) and (2) of section 802(b) (pertaining to 
taxable investment income and gain or loss from operations) shall be 
determined on an annual basis by treating the amounts so determined 
under (1), above, as being the taxable investment income and the 
gain or loss from operations for the taxable year. 

(3) Finally, the portion of the life insurance company taxable 
income described in paragraphs (1) and (2) of section 802(b) for the 
short period shall be an amount which bears the same ratio to the 
amount ascertained under (2), above, as the number of days in the 
short period bears to the number of days in the entire calendar year. 

(e) Transitional rule for changes in methods of accounting.—Sub- 
section (e) of section 818 is basically the same as the corresponding 
provision of the House bill except for paragraph (4) which your com- 
mittee has added in order to provide certain modifications to the re- 
computation formula which are not found in the House bill. Sub- 
section (e) of section 818 of the new part I provides transitional rules 
applicable with respect to changes in method of accounting. 

Paragraph (1) of section 818(e) provides that if the method of 
accounting required to be used in computing the taxpayer’s taxes for 
the oe year 1958 under the new part I is different from the 
method used in computing its taxes for 1957 under the old part I 
then there shall be ascertained the net amount of those adjustments 
which are determined (as of the close of 1957) to be necessary solely 
by reason of the change to the method required by section 818(a) 
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in order to prevent amounts from being duplicated or omitted. The 
term “net amount of those adjustments” means the consolidation of 
adjustments (whether the amounts thereof represent increases or de- 
creases in items of income or deductions) arising with respect to bal- 
ances in the various accounts, on December 31, 1957. This subsection 
further provides that the amount of the taxpayer’s tax for 1957 shall 
be recomputed (under the law applicable to 1957, modified as provided 
in paragraph (4)) taking into account an amount equal to one-tenth 
of the “net amount of those adjustments.” The amount of increase 
or decrease in tax (as the case may be) referred to in paragraph (2) or 
(3) (explained below) is the amount of the increase or decrease ascer- 
tained under the preceding sentence, multiplied by 10. 

Paragraph (2) of section 818(e) of the new part I provides that if 
the recomputation under paragraph (1) results in a decrease, the 
amount thereof is to be a decrease in the tax imposed for 1957; ex- 
cept that for purposes of computing the period of limitation on the 
making of refunds or the allowance of credits with respect to such 
overpayment, the amount of such decrease is to be treated as an over- 
yee of tax for 1959. No interest is to be allowed, for any period 

efore March 16, 1960, on any overpayment of the tax imposed for 
1957 which is attributable to such decrease. 

Paragraph (3) provides that for purposes of subtitle F (other than 
secs. 6016 and 6655 relating to declarations of estimated income tax 
by corporations and failure by corporations to pay estimated income 
tax), if the recomputation under paragraph (1) results in an increase, 
the amount thereof is to be treated as a tax imposed by this subsec- 
tion for 1959. Such tax is to be payable in 10 equal annual install- 
ments, beginning with March 15, 1960. 

Your committee has added paragraph (4) of subsection (e). This 
paragraph provides that for purposes od bastion 818(e)(1) in recomput- 
ing the tax for 1957 the following modifications must be taken into 
account—(1) section 804(b), as in effect for 1957, shall not apply with 
respect to any amount required to be taken into account by virtue of 
section 818(e)(1) of your committee’s bill, and (2) the amount of the 
deduction allowed by section 805, as in effect for 1957, shall not be 
reduced by reason of any amount required to be taken into account 
by virtue of section 818(e)(1) of your committee’s bill. 

(f) Denial of double deduction.—Subsection (f) of section 818, which 
is identical with the House bill, provides that nothing in the new part 
I shall permit the same item to be deducted more than once in deter- 
mining taxable investment income (under subpt. B) and more than 
once in determining gain or loss from operations (under subpt. C). 
This subsection is, in substance, the same as existing section 817 of 
the code. 


SECTION 819. FOREIGN LIFE INSURANCE COMPANIES 


(a) Carrying on U.S. insurance business.—Subsection (a) of section 
819, which is identical with the House bill, provides that a foreign 
life insurance company carrying on life insurance business within 
the United States (if with respect to its U.S. business it would qualify 
as a life insurance company under sec. 801) is to be taxable on its 
U.S. business in the same manner as a domestic life insurance com- 
pany. Except as provided in subsection (b) of this section and 

40690—59-—-6 
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section 818(a), the determinations necessary for purposes of subtitle 
A shall be made on the basis of the annual statement for the taxable 
year of the U.S. business of such company on the form approved by 
the National Association of Insurance Commissioners. 

(b) Adjustment where surplus held in United States is less than 
specified minimum.—Paragraph (1) of subsection (b), which corre- 
sponds to section 819(b)(1) of the House bill, provides a special rule 
where the surplus of a foreign life insurance company which is held 
in the United States is less than the minimum figure (an amount which 
the average domestic life insurance company would have maintained 
with respect to its total insurance liabilities). The amendments made 
by your committee to this paragraph of the House bill are to conform 
it to the concept adopted c your committee for determining life in- 
surance company taxable income, rather than to change its funda- 
mental theory.. Where the surplus held in the United States is less 
than the “minimum figure’’ (as defined below), this subsection pro- 
vides that the amount of the policy and other contract liability re- 
quirements and the amount of the required interest shall each be 
reduced. The amount of the reduction is determined by multiplyin 
the excess of the minimum figure over the surplus held in the United 
States by the company’s current earnings rate, as determined under 
section 805(b)(1). The policy and other contract liability require- 
ments under section 805 and the required interest under section 
809(a)(2) shall first be determined without regard to this subsection. 

Paragraph (2) of subsection (b), which is identical with the House 
bill, contains certain definitions of terms used in this subsection. 
The “minimum figure,’’ in the case of a taxable year beginning after 
December 31, 1957, but before January 1, 1959, is the amount 
obtained by multiplying the company’s total insurance liabilities on 
U.S. business by 9 percent. In the case of any taxable year begin- 
ning after December 31, 1958, the “minimum figure”’ will be obtained 
by multiplying the company’s total insurance liabilities on U.S. 
business for such year by a percentage to be determined and pro- 
claimed by the Secretary or his delegate as being applicable to such 
year, This percentage is to be based on such data with respect to 
domestic life imsurance. companies for the preceding taxable year 
as the Secretary of the Treasury or his delegate considers representa- 
tive. This percentage will be computed by the use of the following 
ratio: 

assets minus total insurance liabilities 


total insurance liabilities. 


For purposes of this subsection, certain terms are specifically defined 
as follows: (1) the ‘‘surplus held in the United States” is the excess 
of the assets held in the United States over the total insurance liabil- 
ities on U.S. business; and (2) ‘‘total insurance liabilities’? means the 
sum of the total reserves, as defined in section 801(c) plus (to the ex- 
tent not included in total reserves) the items referred to in paragraphs 
(3), (4), and (5) of section 810(c). The definition of the term ‘‘assets” 
contained in section 805(b)(3) applies to such term when used in this 
subsection. The current earnings rate of a foreign life insurance 
company is to be determined by reference to assets held in the United 
States. 

The application of this subsection may be illustrated by the fol- 
lowing example: Assume for the taxable year 1958 that C corporation, 


i 
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a foreign life insurance company, has total life insurance liabilities 
on U.S. business of $940,000, assets held in the United States of 
$1,000,000, a policy and other contract liability requirements in the 
amount of $30,000, required interest in the amount of $20,000, and a 
current earnings rate of 4 percent. In order to determine whether 
section 819(b) is applicable for the taxable year 1958, the company 
must first compute its ‘minimum figure.”’ if the minimum figure 1s 
less than the surplus held in the United States, section 819(b) does not 
apply. However, in this case, the minimum figure is $84,600 
($940,000, the total insurance liabilities on U.S, business, multiplied 
by 9 percent, the percentage applicable for the year 1958). Since the 
minimum figure, $84,600, exceeds the surplus held in the United States, 
namely, $60,000 (the difference between the assets held in the United 
States, $1,000,000, and the total insurance liabilities on U.S. business, 
$940,000), by $24,600, section 819(b) applies for the -taxable. year. 
Therefore, the amount of the policy and other contract liability 
requirements, as determined under section 805, and the amount of the 
required interest, as determined under section 809(a)(2), must each 
be reduced by $984 ($24,600, the amount of the excess, multiplied by 
4 percent, the current earnings rate). Thus, the policy and other 
contract liability requirements are now reduced to $29,016 ($30,000 
minus $984) and the required interest is reduced to $19,016 ($20,000 
minus $984). 

(c) Distributions to shareholders.—Paragraph (1) of subsection (ce) 
of your committee bill retains the rule contained in subsection (c) of 
section 819 of the House bill which provided a rule for determining, in 
the case of a foreign life insurance company, the amount of distribu- 
tions to shareholders for purposes of section 815 (relating to distribu- 
tions to shareholders) ad section 802(b)(3) (relating to life insurance 
a taxable income). This rule may be expressed as follows: 

The amount of the distributions to shareholders is the amount 
determined by dividing— 

(1) The product obtained by multiplying the minimum figure 
for the taxable year by the total amount of the distributions to 
shareholders, by 

(2) The assets of the company minus the total insurance 
liabilities. 

Furthermore, your committee has provided in paragraph (1) of 
subsection (c) an alternative rule or method for determining the 
amount of distributions to shareholders. This alternative method 
may be expressed as follows: 

The amount of the distributions to shareholders is the amount 
determined by dividing— 

(1) The product obtained by multiplying the total insurance 
liabilities on U.S. business for the taxable year by the total 
amount of the distributions to shareholders, by 

(2) The total insurance liabilities. 

Your committee bill further provides that the taxpayer may elect, 
for each taxable year, whichever of the two methods provided in 
subparagraph (1) it desires. Thus, the method elected for one tax- 
able year is only binding upon the taxpayer for such taxable year 
and is not binding for future taxable years. 

For purposes of this subsection, the ‘“‘minimum figure for the tax- 
able year’ is determined in accordance with section 819(b)(2)(A); 
the “total amount of the distributions to shareholders’ means all 











78 LIFE INSURANCE COMPANY INCOME TAX ACT OF 1959 


distributions (within the meaning of this term in sec. 815) by the 
foreign life insurance company to all of its shareholders whether or 
not in the United States; the “assets of the company’”’ means all of 
the assets (as defined in sec. 805(b)(3)) of the company whether or 
not in the United States; and the term “total insurance liabilities” 
means the total insurance liabilities (as defined in sec. 819(b)(2)) of 
the company on all of its business whether or not in the United 
States. Once the amount of ‘distributions to shareholders” is deter- 
mined under the above formula, the rules of section 815 will apply 
to the shareholders surplus account and the policyholder’s ons 
account of the stock foreign life insurance company in the same man- 
ner as they would apply to a domestic stock life insurance company. 

(d) No U.S. insurance business.—Subsection (d) of section 819, 
which corresponds to the House bill, is identical with section 816(b) 
of existing law. 


SECTION 820. OPTIONAL TREATMENT OF POLICIES REINSURED UNDER 
MODIFIED COINSURANCE CONTRACTS 


This section, for which there is no corresponding provision in the 
House bill, provides an optional treatment for policies reinsured 
under a modified coinsurance contract. 

(a) In general.—Subsection (a) provides the rule that an insurance 
or annuity policy reinsured under a ‘‘modified coinsurance” contract 
(as defined below) shall be treated as if such policy were reinsured 
under a ‘‘conventional coinsurance” contract if both the reinsured 
company and the reinsuring company so consent. This consent shall 
be made in such manner as the Secretary or his delegate shall pre- 
scribe by regulations, and, once made, this consent may not be 
rescinded except with the approval of the Secretary or his delegate. 
This consent shall apply to al insurance or annuity policies reinsured 
under the modified coinsurance contract. Moreover, in order for 
the consent to be effective, both companies must agree to the appli- 
cation of the rules provided by section 820(c) and the rules under 
this subsection. 

(b) Definition of modified coinsurance contract.—Subsection (b) de- 
fines the term ‘‘modified coinsurance contract”’ to mean an indemnity 
reinsurance contract in which— 

(1) one life insurance company (the reinsurer) agrees to 
indemnify another life insurance company (the reinsured) against 
the risk, or part thereof, assumed by the reinsured company 
under the insurance or annuity policy reinsured under the 
contract of reinsurance, 

(2) the reinsured company retains ownership of the assets in 
relation to the reserve on the policy reinsured, 

(3) all or part of the gross investment income derived from 
such assets is paid by the reinsured company to the reinsuring 
company as a part of the consideration for the reinsurance of 
such policy, and 

(4) the reinsured company is obligated for expenses incurred, 
and for Federal income taxes imposed, in respect of such gross 
investment income. 

(c) Special rules.—Subsection (c) provides that in applying section 
820(a)(1) with respect to any insurance or annuity policy, under regu- 
lations prescribed by the Secretary or his delegate, certain rules shall 
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(to the extent not improper under the terms of the modified coinsur- 
ance contract under which such policy is reinsured) be applied in 
respect of the amount of such policy reinsured. 

Subparagraph (1) provides that the premiums, to the extent alloc- 
able to the participation of the reinsurer therein, received for the 
policy reinsured shall be treated as received by the reinsurer and not 
by the reinsured company. The gross investment income, to the 
extent allocable to the participation of the reinsurer therein, derived 
from the assets in relation to the reserve on the policy reinsured shall 
be treated as gross investment income of the reinsurer and not of the 
reinsured. The gross investment income so treated shall be considered 
derived proportionately from each of the various sources of gross 
investment income of the reinsured. 

Paragraph (2) provides that the gains and losses from sales and 
exchanges of capital assets, and gains and losses considered as gains 
and losses from sales and exchanges of capital assets, of the reinsured 
company shall, to the extent of the participation therein by the 
reinsurer under the terms of the modified coinsurance contract, be 
treated as gains and losses from sales and exchanges of capital assets 
of the reinsurer and not of the reinsured. 

Paragraph (3) provides that the reserve on the policy reinsured 
shall be treated as a part of the reserves of the reinsurer and not as 
a part of the reserves of the reinsured. Furthermore, the assets in 
relation to such reserve shall be treated as owned by the reinsurer and 
not by the reinsured. 

Paragraph (4) provides that the expenses, to the extent reim- 
bursable by the reinsurer, incurred with respect to the policy reinsured 
and with respect to the assets referred to in section 820(c)(3) shall be 
treated as incurred by the reinsurer and not by the reinsured. 

Paragraph (5) provides that dividends to policyholders paid in 
respect of the policy reinsured shall be treated as paid by the reinsurer 
and not by the reinsured. For purposes of this paragraph, the amount 
of dividends to policyholders treated as paid by the reinsurer shall 
be the amount paid, in respect of the policy reinsured, by the reinsurer 
to the reinsured as reimbursement for dividends to policyholders paid 
by the reinsured. The rule provided in this paragraph also applies 
in respect of insurance and annuity policies reinsured under con- 
ventional coinsurance contracts. 

Paragraph (6) provides that any amount paid in 1958 or any subse- 
quent year by the reinsurer to the reinsured as reimbursement for 
Federal income taxes imposed for a taxable year beginning in 1957 or 
any preceding taxable year shall not be taken into account by the 
reinsured as an item under section 809(c) or by the reinsurer as a 
deduction under section 809(d). 

Paragraph (7) grants to the Secretary or his delegate the authority 
to prescribe such other special rules as may be necessary to carry out 
the intent of this section. 

This subsection further provides that in applying the rules provided 
by section 820(c)(1), (2), (3), (4), (5), and (6) and the rules prescribed 
under section 820(c)(7), an item shall be taken into account as income 
only once under subpart B and only once under subpart C by both the 
reinsured and the reinsurer, and an item shall be allowed as a deduction 
only once under subpart B and only once under subpart C to both the 
reinsured and the remsurer. 
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SECTION 3. TECHNICAL AMENDMENTS AND PROVISIONS 


This section, which corresponds to section 3 of the House bill, 
makes certain technical changes to provisions of the Internal Revenue 
Code of 1954 outside of part I of subchapter L to conform those pro- 
visions to the changes in subchapter L made by sections 2 and 3 of 
the bill. Your committee has amended this section by adding a new 
subsection (g) which amends section 6501(c) of the code so as to ex- 
tend the statute of limitations on assessment and collection of tax 
resulting from certain distributions or from termination as a life insur- 
ance company. Subsection (g) of the House bill has been renumbered 
as subsection (h) of your committee’s bill. 

(a) Credit and exclusion for dividends received by individuals from 
life insurance companies.—Subsection (a) of this section amends sec- 
tion 34(c) of the code (relating to denial of credit for dividends re- 
ceived by individuals) and section 116(b) of the 1954 Code (relating 
to denial of exclusion for certain dividends) so as to allow the credit 
and exclusion with respect to dividends paid by life insurance com- 
pe These amendments are to apply only to dividends received 

rom life insurance companies after December 31, 1958, in taxable 
years ending after such date. 

(b) Credit for foreign taxes —Subsection (b) of this section amends 
section 841 of the 1954 Code (providing for the allowance to an in- 
surance company of the foreign tax aaa provided in sec. 901) so as 
to define the term “‘taxable income,’’ as used in section 904, to mean 
the life insurance company taxable income as defined in section 802(b). 

(c) Carryovers.—Subsection (c) of this section amends section 381 (c) 
of the 1954 Code (relating to items of distributor or transferor cor- 
porations taken into account) by adding a new paragraph thereto. 
For a discussion of the application of this provision, see part F of the 
general explanation of the bill. 

(d) Adjustments to basis.—Paragraph (1) of subsection (d) of this 
section amends section 1016 of the code (relating to adjustments to 
basis) to provide, in effect, that any exhaustion, wear and tear, 
obsolescence, amortization, and depletion, to the extent sustained 
(and to the extent sec. 1016(a)(2) does not apply) on property held 
by a life insurance company since February 28, 1913, and before 
January 1, 1958, must be taken into account in determining the 
adjusted basis of such property. 

Paragraph (2) of subsection (d) of this section amends section 
1016 of the code (relating to adjustments to basis) to provide that the 
basis of any evidence of indebtedness referred to in section 818(b) 
(relating to amortization of premium and accrual of discount in the 
case of ‘life insurance companies) shall be properly adjusted, for the 
taxable year and all prior taxable years, to the extent of the adjust- 
ments required under section 818(b) (or the corresponding provisions 
of prior income tax laws). 

(e) Bonds and other evidences of indebtedness—Subsection (e) of 
section 3 of the bill amends section 1232(a)(2)(C) of the 1954 Code 
(relating to the taxation of bonds and other evidences of indebted- 
ness) to make it clear that amounts includable in income under sec- 
tion 818(b) of the new part 1 of subchapter L are not required to be 
again included in income under section 1232. { 

(f) Conforming changes in cross-references.—Subsection (f) of this 
section eliminates the cross-references to section 811 presently con- 
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tained in sections 842, 891, and 1504(b)(2), of the 1954 Code. Section 
811 (the imposition of tax under the 1942 formula) has no counterpart 
in the new part I. Section 1201 of the 1954 Code is amended by 
adding a new subsection (c), which contains a cross-reference to 
section 802(a)(2), relating to the tax on capital gains in case of life 
insurance companies. 

(g) Limitations on assessment and collection.—Subsection (g) of this 
section amends section 6501(c) of the 1954 Code by adding a new para- 

aph thereto. This paragraph provides that in the case of any tax 
imposed under section 802(a)(1) by reason of section 802(b)(3) on 
account of (1) a termination of the taxpayer as an insurance company 
or as a life insurance company to which section 815(d) (2) (A) applies, or 
(2) a distribution by the taxpayer to which section 815(d)(2)(B) 
applies, such tax may be assessed within 3 years“after the return was 
filed (whether or not such returnfwas filed on or after the date pre- 
scribed) for the taxable year for which the taxpayer ceases to be an 
insurance company, the second taxable year for which the taxpayer is 
not a life insurance company, or the taxable year in which thefdistribu- 
tion is actually made, as the case may be. 

(h) Estimated tax for 1958.—Subsection (h) of this section provides 
that any life insurance company subject to tax under section 811 of 
the 1954 Code (as such section was in effect before the enactment of 
this bill) shall not be subject to the provision of section 6655 (relating 
to failure by corporations to pay estimated tax) for a taxable year 
beginning in 1958. 


SECTION 4. EFFECTIVE DATE 


This section of the bill, which is identical with section 4 of the 
House bill, provides that the amendments made by the bill, except as 
otherwise provided, shall apply only to taxable years beginning after 
December 31, 1957. 


V. CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


INTERNAL REVENUE CODE OF 1954 


SEC. 34. DIVIDENDS RECEIVED BY INDIVIDUALS. 

(a) Genera Rute.—Effective with respect to taxable years end- 
ing after July 31, 1954, there shall be allowed to an individual, as a 
credit against the tax imposed by this subtitle for the taxable year, 
an amount equal to 4 percent of the dividends which are received 
after July 31, 1954, from domestic corporations and are included in 
gross income. 

(b) Limitation on Amount or Crepit.—The credit allowed by 
nog (a) shall not exceed whichever of the following is the 
esser : 

(1) the amount of the tax imposed by this chapter for the 
taxable year, reduced by the credit allowable under section 33 
(relating to foreign tax credit); or 
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(2) the following percent of the taxable income for the taxable 
ear: 
(A) 2 percent, in the case of a taxable year ending before 
January 1, 1955. 
(B) 4 percent, in the case of a taxable year ending after 
December 31, 1954. 
(c) No Crepit ALLowEeD For Divipenps From Certain Cor- 
PORATIONS.—Subsection (a) shall not apply to any dividend from— 
[(1) an insurance company subject to a tax imposed by part I 
or II of subchapter L (sec. 801 and following) ;] 
[£(2)] (1) a corporation organized under the China Trade Act, 
1922 (see sec. 941); or 
[(3)] (2) a corporation which, for the taxable year of the cor- 
poration in whicn the distribution is made, or for the next preced- 
ing taxable year of the corporation, is— 
(A) a corporation exempt from tax under section 501 
(relating to certain charitable, etc., organizations) or section 
521 (relating to farmers’ cooperative associations) ; or 
(B) a corporation to which section 931 (relating to income 
from sources within possessions of the United States) applies. 


* * * * * * * 
SEC. 116. PARTIAL EXCLUSION OF DIVIDENDS RECEIVED BY INDI- 
VIDUALS. 


(a) Exctusion From Gross Incomre.—Effective with respect to 
any taxable year ending after July 31, 1954, gross income does not 
include amounts received by an individual as dividends from domestic 
corporations, to the extent that the dividends do not exceed $50. 
If the dividends received in a taxable year exceed $50, the exclusion 
provided by the preceding sentence shall apply to the dividends first 
received in such year. 

(b) Certain Drvipenps Exciupep.—Subsection (a) shall not 
apply to any dividend from— 

[(1) an insurance company subject to a tax imposed by part I 
or II of subchapter L (sec. 801 and following) ;J 
[(2)](1) a corporation organized under the China Trade Act, 
1922 (see sec. 941); or 
[(3)](2) a corporation which, for the taxable year of the cor- 
poration in which the distribution is made, or for the next preced- 
ing taxable year of the corporation, is— 
(A) a corporation exempt from tax under section 501 (re- 
lating to certain charitable, etc., organizations) or section 521 
(relating to farmers’ cooperative associations) ; or 
(B) a corporation to which section 931 (relating to income 
from sources within possessions of the United States) applies. 
. * * * * ~ * 


PART Y—CARRYOVERS 


Sec. 381. Carryovers in certain corporate acquisitions. 
Sec. 382. Special limitations on net operating loss carryovers. 
SEC. 381. CARRYOVERS IN CERTAIN CORPORATE ACQUISITIONS, 
(a) GenerAL Ruie.—lIn the case of the acquisition of assets of a 
corporation by another corporation— 
(1) in a distribution to such other corporation to which section 
332 (relating to liquidations of subsidiaries) applies, except in a 
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case in which the basis of the assets distributed is determined 
under section 334(b) (2); or 

(2) in a transfer to which section 361 (relating to nonrecogni- 
tion of gain or loss to corporations) applies, but only if the transfer 

is in connection with a reorganization described in subparagraph 

(A), (C), (D) (but only if the requirements of subparagraphs (A) 

and (B) of section 354(b)(1) are met), or (F) of section 368(a)(1), 
the acquiring corporation shall succeed to and take into account, as of 
the close of the day of distribution or transfer, the items described in 
subsection (c) of the distributor or transferor corporation, subject to 
the conditions and limitations specified in subsections (b) and (c). 

(b) OperatinGc Rutes.—Except in the case of an acquisition in 
connection with a reorganization described in subparagraph (F) of 
section 368(a)(1)— -- 

(1) The taxable year of the distributor or transferor corporation 
shall end on the date of distribution or transfer. 

(2) For purposes of this section, the date of distribution or 
transfer shall be the day on which the distribution or transfer is 
completed; except that, under regulations prescribed by the 
Secretary or his delegate, the date when substantially all of the 
property has been distributed or transferred may be used if the 
distributor or transferor corporation ceases all operations, other 
than liquidating activities, after such date. 

(3) The corporation acquiring property in a distribution or 
transfer described in subsection (a) shall not be entitled to carry 
back a net operating loss for a taxable year ending after the date 
of distribution or transfer to a taxable year of the distributor or 
transferor corporation. 

(c) Irems or THE DistrRiBUTOR OR TRANSFEROR CoRPORATION.— 
The items referred to in subsection (a) are: 

(1) Nr OPERATING LOSS CARRYOVERS.—* * * 

(2) EARNINGS AND PROFITs.—* * * 

(3) CAPITAL LOSS CARRYOVER.—* * * 

(4) MerHop or AccouNTING.—* * * 

* ok * * * * +. 


(22) Successor LirE INSURANCE comPANY.—If the acquiring 
corporation is a life insurance company (as defined in section 
801(a)), there shall be taken into account (to the extent proper to carry 
out the purposes of this section and part I of subchapter L, and 
under such regulations as may be prescribed by the Secretary or his 
delegate) the items required to be taken into account for purposes of 
part I of subchapter L (relating to life insurance companies) in 
respect of the distributor or transferor corporation. 

(d) Operations Loss Carryspacks¥anp Carryovers or Lire 
Insurance CoMPANIES.— 
For application of this part to operations loss carrybacks and 

carryovers of life insurance companies, see section 812(f). 

as * * * * 
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[PART I—LIFE INSURANCE COMPANIES 


Subpart A. 1955 formula. 
Subpart B. 1942 formula. 
Subpart C. Miscellaneous provisions. 


[Subpart A—1955 Formula 


Sec. 801. Definition of life insurance company. 

Sec. 802. Tax imposed for 1955. 

Sec. 803. Income and deductions. 

Sec. 804. Reserve and other policy liability deduction. 
Sec. 805. Special interest deduction. 


[SEC. 801. DEFINITION OF LIFE INSURANCE COMPANY. 

[(a) Lire Insurance Company Derinep.—For purposes of this 
subtitle, the term “life insurance company” means an insurance com- 
peny which is engaged in the business of issuing life insurance and 
annuity contracts (either separately or combined with health and 
accident insurance), or noncancellable contracts of health and accident 
insurance, if— 

EO) its life insurance reserves (as defined in subsection (b)), 
us 
[(2) unearned premiums and unpaid losses on noncancellable 
life, health, or accident policies not included in life insurance 
reserves, 
comprise more than 50 percent of its total reserves (as defined in 
subsection (c)). 

[(b) Lire Insurance Reserves Derinep.— 

[(1) In cenerau.—For purposes of this part, the term “‘ife 
insurance reserves’? means amounts— 

[(A) which are computed or estimated on the basis of 
recognized mortality or morbidity tables and assumed rates 
of interest, and 

[(B) which are set aside to mature or liquidate, either by 
oa or reinsurance, future unaccrued claims arising from 
ife insurance, annuity, and noncancellable health and acci- 
dent insurance contracts (including life insurance or annuity 
contracts combined with noncancellable health and accident 
insurance) involving, at the time with respect to which the 
reserve is computed, life, health, or accident contingencies. 

[(2) Reserves MUST BE REQUIRED BY LAW.—Except— 

[(A) in the case of policies covering life, health, and acci- 
dent insurance combined in one policy issued on the weekly 
premium payment plan, continuing for life and not subject to 
cancellation, and 

[(B) as provided in paragraph (3), 

in addition to the requirements set forth in paragraph (1), life 
insurance reserves must be required by law. 

[(3) AssessMENT coMPANIES.—lIn the case of an assessment 
life insurance company or association, the term ‘“‘life insurance 
reserves” includes— 

[(A) sums actually deposited by such company or associa- 
tion with State or Territorial officers pursuant to law as 
guaranty or reserve funds, and 

[(B) any funds maintained, under the charter or articles 
of incorporation or association (or bylaws approved by a 
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State insurance commissioner) of such company or associa- 
tion, exclusively for the payment of claims arising under 
certificates of membership or policies issued on the assess- 
ment plan and not subject to any other use. 

[(4) Amount or rESERVE.—For purposes of this subsection, 
subsection (a), and subsection (c), the amount of any reserve 
(or portion thereof) for any taxable year shall be the mean of 
such reserve (or portion thereof) at the beginning and end of 
the taxable year. 

[(c) Toran RESERVES Derinep.—For purposes of subsection (a), 
the term ‘‘total reserves”? means— 

(1) life insurance reserves, 
(2) unearned premiums and unpaid losses not included in 
life insurance reserves, and 

[(3) all other insurance reserves required ‘by law. 

E(d) ADJUSTMENTS IN RESERVES FOR Poticy Loans.—For purposes 
only of determining under subsection (a) whether or not an insurance 
company is a life insurance company, the life insurance reserves, and 
the total reserves, shall each be reduced by an amount equal to the 
mean of the egates, at the beginning and end of the taxable year, 
of the policy bane outstanding with respect to contracts for which 
life insurance reserves are maintained. 

[(e) Burra, anp Funerat Benerit INsuraANcE Compantes.—A 
burial or funeral benefit insurance company engaged directly in the 
manufacture of funeral supplies or the performance of funeral services 
shall not be taxable under this part but shall be taxable under section 
821 or section 831. 


(SEC. 802. TAX IMPOSED. 


{(a) Tax Imposep.—A tax is hereby imposed for each taxable year 
beginning after December 31, 1954, and before January 1, 1958, on 
the income of every life insurance company. Except as provided i in 
subsection (c), such tax shall consist of a normal tax (computed under 
wes 11(b)) and a surtax (computed under section 11(c)) on the 

oOo — 
[[(1) the life insurance taxable income (as defined in subsection 


(b)), plus 
Lids the non-life insurance taxable income (as defined in sub- 
section (f)). 

((b) Lire Insurance TaxasBizE Income DeErFrnep.—For purposes 
of this subpart, the term “life insurance taxable income” means the 
- investment income (as defined in section 803 (c)), minus the sum 
oO — 

[(1) the net investment income allocable to non-life insurance 
reserves (determined under section 804(d)), 
[(2) the reserve and other policy liability deduction (deter- 
mined under section 804), and 
(3) the special interest deduction, if any, allowed by section 
05. 


L(c) ALTERNATIVE Tax IN THE Case or Companies Hayina Non- 
Lire INsurRANCE RESERVES.— 

[(1) In cenera.—In the case of a life insurance company 
which has non-life insurance reserves, the tax imposed by subsec- 
tion (a) of this section for any taxable year beginning after Decem- 
ber 31, 1954, and before January 1, 1958, shall be the tax com- 
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puted under such subsection (or under section 1201(a) if appli- 
cable) or the tax computed under paragraph (2) of this subsec- 
tion, whichever is the greater. 

[(2) ALTERNATIVE I PERCENT TAX ON NON-LIFE INSURANCE 
BUSINESS.—The tax referred to in paragraph (1) is a tax equal 
to the sum of the following: 

[ (A) A partial tax consisting of a normal tax (computed 
under section 11(b)) and a surtax (computed under section 
11(c)) on the life insurance taxable income. 

[(B) A partial tax consisting of— 

[(i) 1 percent of the amount which bears the same 
ratio to the gross investment income (reduced by the 
deduction for wholly-exempt interest allowed by section 
803(c)(1)) as the non-life insurance reserves bear to 
a qualified reserves (determined under section 804(c)), 
plus 

[(ii) 1 percent of the excess of the amount by which 
the net premiums on contracts meeting the requirements 
of section 804(d)(2)(A) exceed the dividends to policy- 
holders on such contracts. For purposes of this clause, 
net premiums, and dividends to policyholders, shall be 
computed in the manner provided in section 823. 

[(d) Depuctions ror Partiatty Tax-Exempt INtTEREST.— 

[(1) CompuTAaTIONS UNDER SUBSECTION (a).—For purposes of 
computing the normal tax under subsection (a), there shall be 
allowed as a deduction an amount which bears the same ratio 
to the amount of the deduction provided by section 242 for par- 
tially tax-exempt interest as (A) the sum of the life insurance 
taxable income and the net investment income allocable to non- 
life insurance reserves bears to (B) the net investment income 

[(2) ComPpuTATIONS UNDER SUBSECTION (c)(2)(A).—In com- 
puting the normal tax for purposes of subsection (c)(2)(A), there 
shall be allowed as a deduction an amount which bears the same 
ratio to the amount of the deduction provided by section 242 
for partially tax-exempt interest as (A) the life insurance taxable 
income bears to (B) the net investment income. 

[(e) Avrernative Tax on Capirat Garins.—In the case of a life 
insurance company which has non-life insurance reserves, the term 
“‘excess’’ used in section 1201(a) (relating to alternative tax on capital 
gains of corporations) means, for purposes of section 1201(a), an 
amount which bears the same ratio to the excess described in such 
section as the non-life insurance reserves (determined under section 
804(d)) bear to the qualified reserves (determined under. section 
804(c)). For purposes of any such computation, a net capital loss 
for any taxable year beginning before January 1, 1955, shall not be 
taken into account. 

((f) Non-Lire Insurance Taxasie Income Derinep.—For pur- 
poses of this subpart, the term “non-life insurance taxable income” 
means the net investment income allocable to non-life insurance 
reserves (determined under section 804(d))— 

[(1) increased by an amount which bears the same ratio to 
the net capital gain as the non-life insurance reserves bear to 
the qualified reserves; and 

[(2) decreased by an amount which bears the same ratio to the 
total of the deductions provided in sections 243, 244, and 245 as 
the non-life insurance reserves bear to the qualified reserves. 
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In computing a net capital gain for purposes of paragraph (1) of this 
subsection, a net capital loss for any taxable year beginning before 
January 1, 1955, shall not be taken into account. 

[SEC. 803. INCOME AND DEDUCTIONS. 


[(a) Apprication or Section.—The definitions and rules contained 
in this section shall apply only in the case of life insurance companies. 

[(b) Gross Investment Incomn.—For purposes of this part, the 
term “gross investment income” means the sum of the following: 

[(1) The gross amount of income received or accrued from— 

fie interest, dividends, rents, and royalties, 

(B) the entering into of any. lease, mortgage, or other 
instrument or agreement from which the life insurance com- 
pany derives interest, rents, or royalties, and 

[(C) the alteration or termination of any instrument or 
agreement described in subparagraph (B). 

[(2) The gross income from any trade or business (other than 
an insurance business) carried on by the life insurance company, 
or by a partnership of which the life insurance company is a 
partner. In computing gross income under this paragraph, there 
shall be excluded any item described in paragraph (1). 

In computing gross investment income under this subsection, there 
shall be excluded any gain from the sale or exchange of a capital asset 
and any gain considered as gain from the sale or exchange of a capital 
asset. 

{(c) Net Investment Income Derinep.—The term “net invest- 
ment income” means the gross investment income less the following 
deductions: 

[(1) Tax-rree 1nteREst.—The amount of interest received or 
accrued during the taxable year which under section 103 is 
excluded from gross income. 

[(2) INVESTMENT EXPENSES.— 

[(A) Investment expenses paid or accrued during the 
taxable year. 

(B) If any general expenses are in part assigned to or 
included in the investment expenses, the total deduction 
under this paragraph shall not exceed— 

[(i) one-fourth of 1 percent of the mean of the book 
value of the invested assets held at the beginning and 
end of the taxable year, plus 

[(ii) one-fourth of the amount by which the net 
investment income (computed without any deduction 
for investment expenses allowed by this paragraph, or 
for tax-free interest allowed by paragraph (1)) exceeds 
3% percent of the book value of the mean of the invested 
assets held at the beginning and end of the taxable year. 

[(3) Rea estate ExPENSES.—T axes (as provided in section 
164), and other expenses, paid or accrued during the taxable year 
exclusively on or with respect to the real estate owned by the 
company. No deduction shall be allowed under this paragraph 
for any amount paid out for new buildings, or for permanent 
improvements or betterments made to increase the value of any 
property. 

[(4) Deprectation.—The depreciation deduction allowed by 
section 167. 
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(5) Derptetion.—The deduction’ allowed by section 611 
(relating to depletion). 

[(6) Traps OR BUSINESS DEDUCTIONS.—The deductions al- 
lowed by this subtitle (without regard to this part) which are 
attributable to any trade or business (other than an insurance 
business) carried on by the life insurance company, or by a 
partnership of which the life insurance company is a partner; 
except that for purposes of this paragraph— 

[(A) There shall be excluded losses from— 
(i) sales or exchanges of capital assets, 
(ii) sales or exchanges of property used in the trade 
or business (as defined in section 1231(b)), and 
[ (iii) the compulsory or involuntary conversion (as a 
result of destruction, in whole or in part, theft or 
seizure, or an exercise of the power of requisition or 
condemnation or the threat or imminence thereof) of 
property used in the trade or business (as so defined). 
[(B) Any item, to the extent attributable to the carrying 
on of the insurance business, shall not be taken into account. 
[(C) The deduction for net operating losses provided ‘in 
section 172, and the special deductions for corporations pro- 
vided in part VIII of subchapter B, shall not be allowed. 

[(d) Renrav Vauvue or Rear Estare.—The deduction under sub- 
section (c) (3) and (4) on account of any real estate owned and occu- 
pied in whole or in part by a life insurance company shall be limited 
to an amount which bears the same ratio to such deduction (computed 
without regard to this subsection) as the rental value of the space not 
so occupied bears to the rental value of the entire property. 

[(e) AmorTIzATION oF PREMIUM AND AccrUAL OF Discount.—The 
gross investment income, the deduction for wholly-exempt interest 
allowed by subsection (c)(1), and the deduction allowed by section 
242 (relating to partially tax-exempt interest) shall each be decreased 
to reflect the appropriate amortization of premium and increased 
to reflect the appropriate accrual of discount attributable to the taxable 
year on bonds, notes, debentures, or other evidences of indebtedness 
held by a life insurance company. Such amortization and accrual 
shall be determined 

[(1) in accordance with the method regularly employed by such 
company, if such method is reasonable, and 

[(2) in all other cases, in accordance with regulations prescribed 
by the Secretary or his delegate. 

[SEC. 804. RESERVE AND OTHER POLICY LIABILITY DEDUCTION. 

[(a) Genera Rouite.—Except as provided in subsection (b), for 
purposes of this subpart the term ‘reserve and other policy liability 
deduction’ means the sum of the amounts determined by applying the 
following percentages to the excess of the net investment income over 
the net investment income allocable to non-life insurance reserves 
(determined under subsection (d)): 

[(1) 87.5 percent of so much of such excess as does not exceed 
$1,000,000; and 

[(2) 85 percent of so much of such excess as exceeds $1,000,000. 

[(b) Maximum Depvuction.— 
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((1) In cenerat.—The reserve and other policy liability deduc- 
tion shall in no case exceed that amount which is equal to the sum 
of the following: 

[(A) the amount equal to 2 times the amount determined 
under paragraph (1) of section 805(c) (relating to required 
interest on life insurance reserves) ; 

[(B) the amount determined under paragraph (2) of sec- 
tion 805(c) (relating to required interest on reserves for 
deferred dividends) ; 

oy the amount of the interest paid (as defined in section 
805(d)); 

[(D) the dividends to policyholders paid or declared (other 
than dividends on contracts meeting the requirements of 
subsection (d)(2)(A)); and er 

[(E) in the case of a mutual assessment life insurance com- 
pany or association, the amount equal to 2 times whichever 
of the following is the lesser: (i) the amount of the net invest- 
ment income on life insurance reserves described in subpara- 
graph (A) or (B) of section 801(b)(3), or (ii) 3 percent of 
the life insurance reserves so described, 

reduced by the amount of the adjustment for policy loans pro- 
vided in paragraph (2) of this subsection. For purposes of sub- 
paragraph (D) of the preceding sentence, the term “paid or 
declared” shall be construed according to the method of account- 
ing regularly employed in keeping the books of the insurance 
company. 

((2) Repucrtion FoR CERTAIN POLICY LOANS.—The adjustment 
described in paragraph (1) of this subsection shall be an amount 
equal to— 

[(A) the mean of the aggregates, at the beginning and end 
of the taxable year, of the outstanding policy loans with 
respect to contracts for which life insurance reserves are 
maintained, multiplied by 

[(B) the average rate of interest applicable to life insur- 
ance reserves. 

For purposes of subparagraph (B) of the preceding sentence, the 
term ‘‘average rate of interest applicable to life insurance re- 
serves” means the ratio obtained by dividing the sum obtained 
under paragraph (1) of section 805(c) by the sum obtained under 
paragraph (1)(B) of section 805(c). 

[(3) DrvipeNDs RECEIVED DEDUCTION WHERE MAXIMUM LIMIT 
APPLIES.— 

[(A) If paragraph (1) of this subsection reduces the 
reserve and other policy liability deduction allowed by this 
section or section 812 for the taxable year, then in computing 
life insurance taxable income under section 802(b), and in 
computing life insurance company taxable income under 
section 811(b), there shall be allowed an additional deduction 
in an amount determined under subparagraph (B). 

[(B) The amount of the additional deduction referred to 
in subparagraph (A) shall be the amount which bears the 
same ratio to the total of the deductions provided in sections 
243, 244, and 245 as the net investment income reduced by 
the sum of— 
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[(i) the net investment income allocable to non-life 
insurance reserves (or, for purposes of section 811(b), 
the amount of the adjustment for certain reserves pro- 
vided in section 813), and 
[(ii) 100/85 of the maximum limitation determined 
under paragraphs (1) and (2) of this subsection, 
bears to the net investment income. 
[(c) Qua.irrep Reserves Derinep.—For purposes of this subpart, 
the term “‘qualified reserves” means the sum of the following: 

[(1) The life insurance reserves (as defined in section 801(b)), 
plus 7 percent of that portion of such reserves as are computed 
on a preliminary term basis. 

(a ry The non-life insurance reserves (as defined in subsection 

)(2)). 

[(3) The amounts (discounted at the rates of interest assumed 
by the company) necessary to satisfy the obligations under insur- 
ance and annuity contracts (including contracts supplementary 
thereto), but only if (A) such obligations when satisfied will 
reflect an increment in the nature of interest, and (B) such 
obligations do not involve (at the time with respect to which 
the computation is made under this paragraph) life, health, or 
accident contingencies. 

[(4) The amounts held at the end of the taxable year as reserves 
for dividends to policyholders, the payment of which dividends is 
deferred for a period which expires not earlier than 5 years from 
the date of the policy contract. This paragraph does not apply 
to dividends payable during the year following the taxable year. 

[(5) Dividend accumulations, and other amounts, held at in- 
terest in connection with insurance or annuity contracts (including 
contracts supplementary thereto). 

[(6) Premiums received in advance, and liabilities for premium 
deposit funds. 

In applying this subsection the same item shall be counted only once. 
For purposes of this section (other than paragraph (4) of this sub- 
section), the amount of any reserve (or portion thereof) for any tax- 
able year shall be the mean of such reserve (or portion thereof) at 
the beginning and end of the taxable year. 

[(d) Nerv Investment Income AtLocaBLe To Non-Lire Insur- 
ANCE RESERVES.— 

[(1) Attocation ratio.—For purposes of this subpart, the 
net investment income allocable to non-life insurance reserves 
is that amount which bears the same ratio to the net investment 
income as such reserves bear to the qualified reserves. 

[(2) Non-Lire INSURANCE RESERVES DEFINED.—For purposes 
of this subpart, the term ‘‘non-life insurance reserves” means the 
sum of the unearned premiums and the unpaid losses (whether or 
not ascertained)— 

[(A) on contracts other than life insurance, annuity, and 
noncancellable health and accident insurance contracts (in- 
cluding life insurance or annuity contracts combined with 
noncancellable health and accident insurance), and 

((B) which are not included in life insurance reserves (as 
defined in section 801(b)). 

For purposes of this paragraph, such unearned premiums shall 
not be considered to be less than 25 percent of the net premiums 
written during the taxable year on such other contracts. 
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[(3) ADsUSTMENTS WITH RESPECT TO CERTAIN NON-LIFE INSUR- 
ANCE CONTRACTS.—For purposes of this subpart, if— 

[(A) any computation under this subpart is made by 
reference to a contract meeting the requirements of para- 
graph (2)(A) of this subsection, and 

(B) part of the reserves for such contract are life insur- 
ance reserves, 
then, under regulations prescribed by the Secretary or his dele- 
gate, proper adjustment shall be made in the amount taken into 
account with respect to such contract for purposes of such 
computation. 
(SEC. 805. SPECIAL INTEREST DEDUCTION. - 

[(a) Spectra, Interest Depuction.—For purposes of the tax 
imposed by section 802 (and the tax imposed by seetion 811), there 
shall be allowed a special interest deduction determined as follows: 

[(1) Divide the amount of the adjusted net investment income 
(as defined in subsection (b)) by the amount of the required 
interest (as defined in subsection (c)). 

[(2) If the quotient obtained in paragraph (1) is 1.05 or more, 
the special interest deduction shall be zero. 

[(3) If the quotient obtained in paragraph (1) is 1.00 or less, 
the special interest deduction shall be an amount equal to 50 
percent of the amount by which— 

[(A) the net investment income (reduced by the net in- 
vestment income allocable to non-life insurance reserves), 
exceeds 

[(B) the reserve and other policy liability deduction for 
the taxable year. 

[(4) If the quotient obtained in paragraph (1) is more than 
1.00 but less than 1.05, the special interest deduction shall be the 
amount obtained by multiplying— 

[(A) the amount by which (i) the net investment income 
(reduced by the net investment income allocable to non-life 
insurance reserves) exceeds (ii) the reserve and other policy 
liability deduction for the taxable year, by 

[(B) 10 times the difference between the figure 1.05 and 
the quotient obtained in paragraph (1). 

{(b) Apsustep Net Investment Incomn.—For purposes of sub- 
section (a) (1), the term ‘‘adjusted net investment income” means— 

[(1) the net investment income (computed without the deduc- 
tion for wholly-exempt interest allowed by section 803(c)(1)), 
minus 

[(2) 50 percent of the net investment income allocable to 
non-life insurance reserves. 

[{(c) Requirep Interest.—For purposes of subsection (a)(1), the 
term “required interest’’ means the total of— 

[(1) the sum of the amounts obtained by multiplying— 

[(A) each rate of interest assumed in computing the tax- 
payer’s life insurance reserves, by 

[(B) the means of the amounts of the taxpayer’s life 
insurance reserves computed at such rate at the beginning 
and end of the taxable year, plus 7 percent of the portion 
of such reserves at such rate as are computed on a preliminary 
term basis; 

40690—59——7 
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[(2) the sum of the amounts obtained by multiplying— 

[(A) each rate of interest assumed in computing the tax- 
payer’s reserves for deferred dividends described in section 
804(c)(4), by 

[(B) the means of the amounts of such reserves computed 
at such rate at the end of the taxable year; and 

[(3) interest paid. 

{(d) Interest Pato.—For purposes of subsection (c)(3), the term 
“interest paid’? means— 

[(1) all interest paid or accrued within the taxable year on 
indebtedness, except on indebtedness incurred or continued to 
purchase or carry obligations (other than obligations of the 
United States issued after September 24, 1917, and originally 
subscribed for by the taxpayer) the interest on which is wholly 
exempt from taxation under this chapter; and 

[(2) all amounts in the nature of interest, whether or not 
guaranteed, paid or accrued within the taxable year on insurance 
or annuity contracts (or contracts arising out of insurance or 
annuity contracts) which do not involve, at the time of payment 
or accrual, life, health, or accident contingencies. 


[Subpart B—1942 Formula 


Sec. 811. Tax imposed. 
Sec. 812. Reserve and other policy liability deduction. 
Sec. 813. Adjustment for certain reserves. 


(SEC. 811. TAX IMPOSED. 


[(a) Tax Imposep.—A tax is hereby imposed, on the life insurance 
company taxable income of every life insurance company, for each tax- 
7 year beginning after December 31, 1957. Such tax shall consist 
oO — 

Ei) a normal tax on such income computed under section 11 

), an 

(2) a surtax on such income computed under section 11(c). 

[(b) Lire Insurance.Company TaxaB_eE Income Derinep.—For 
purposes of this subpart, the term “‘life insurance company taxable 
income”? means the net investment income (as defined in section 
803 (c))— 

[(1) minus the reserve and other policy liability deduction 
allowed by section 812, 

[(2) minus the special interest deduction, if any, allowed by 
section 805, and 

(3) plus the amount of the adjustment for certain reserves pro- 
vided in section 813. 
For purposes of the normal tax, the life insurance company taxable 
income shall be reduced by the deduction provided in section 242 for 
partially tax-exempt interest. 

[(c) Ruiz ror Computation or SpeciaL Interest Depuction.— 
In computing the special interest deduction under section 805 in the 
case of any taxable year with respect to which a tax is imposed under 
this section— 

((1) in lieu of the reduction of the net investment income pro- 
vided in paragraphs (3)(A) and (4)(A) of section 805(a), the 
net investment income shall be reduced by the amount of the 
adjustment for certain reserves provided in section 813, and 
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[(2) in lieu of subtracting the amount provided in paragraph 
(2) of section 805(b), subtract 50 percent of the amount of the 
adjustment for certain reserves provided in section 813. 

[SEC. 812. RESERVE AND OTHER POLICY LIABILITY DEDUCTION. 

{(a) Genera Rute.—For purposes of this subpart, the term “re- 
serve and other policy liability deduction” means an amount com- 
puted by multiplying the net investment income by a figure, to be 
determined and proclaimed by the Secretary or his delegate for each 
taxable year with respect to which a tax is imposed by section 811. 
This figure shall be based on such data with respect to life insurance 
companies for the preceding taxable year as the Secretary or his 
delegate considers representative and shalt be computed in accordance 
with the following formula: The ratio which a numerator comprised 
of the aggregate of the sums of— os 

(1) 2 percent of the reserves for deferred dividends, 
(2) interest paid, and 
(3) the product of— 
BA) the mean of the adjusted reserves at the beginning 
and end of the taxable year, and 
[(B) the reserve earnings rate, 
bears to a denominator comprised of the aggregate of the excess of net 
investment incomes (computed without the deduction for wholly- 
exempt interest allowed by section 803(c)(1)) over the adjustment 
for certain reserves provided in section 813. 

{(b) Derrnirions.—For purposes of subsection (a)— 

[(1) ReseRVEs FOR DEFERRED DIVIDENDS.—The term “‘reserves 
for deferred dividends” has the same meaning as when used in 
section 804(c) (4). 

[(2) Interest patp.—The term ‘‘interest paid’ has the mean- 
ing given to such term by section 805(d). 

Ti) ADJUSTED RESERVES.—The term “adjusted reserves’ 
means the life insurance reserves (as defined in section 801(b)), 
plus 7 percent of that portion of such reserves as are computed 
on a preliminary term basis. 

[(4) Reserve EARNINGS RATE.—The term “Teserve earnings 
rate’? means a rate computed by adding 2.1125 percent (65 per- 
cent of 3% percent) to 35 percent of the average rate of interest 
assumed in computing life insurance reserves. Such average rate 
shall be calculated by multiplying each assumed rate of interest 
by the means of the amounts of the adjusted reserves computed 
at that rate at the beginning and end of the taxable year and 
dividing the sum of the products by the mean of the total ad- 
justed reserves at the beginning and end of the taxable year. 

{(c) Maximum Depuction.—The reserve and other policy liability 
deduction allowed by subsection (a) of this section shall in no case 
exceed an amount equal to the amount which would be determined 
under subsection (b) of section 804 if such subsection applied with 
respect to the taxable year. 

[SEC. 813. ADJUSTMENT FOR CERTAIN RESERVES. 

{In the case of a life insurance company writing contracts other 
than life insurance, annuity, and noncancellable health and accident 
insurance contracts (including life insurance or annuity contracts 
combined with noncancellable health and accident insurance), “the 
term ‘‘adjustment for certain reserves” means, for purposes of this sub- 
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part, an amount equal to 3% percent of the unearned premiums and 
unpaid losses on such other contracts which are not included in life 
insurance reserves (as defined in section 801(b)). For purposes of 
this section, such unearned premiums shall not be considered to be less 
than 25 percent of the net premiums written during the taxable year 
on such other contracts. 


[Subpart C—Miscellaneous Provisions 


Sec. 816. Foreign life insurance companies. 
Sec. 817. Denial of double deductions. 
[Sec. 818. Certain new insurance companies. 


[SEC. 816. FOREIGN LIFE INSURANCE COMPANIES. 


[(a) Carryine on Unirep States [Insurance Business.—A for- 
eign life insurance company carrying on a life insurance business 
within the United States, if with respect to its United States business 
it would qualify as a life insurance company under section 801, shall 
be taxable in the same manner as a domestic life insurance company; 
except that the determinations necessary for purposes of this subtitle 
shall be made on the basis of the income, disbursements, assets, and 
liabilities reported in the annual statement for the taxable year of the 
United States business of such company on the form approved for 
life insurance companies by the National Association of Insurance 
Commissioners. 

[(b) No Unrrep Srares Insurance Business.—Foreign life in- 
surance companies not carrying on an insurance business within the 
United States shall not be taxable under this part but shall be taxable 
as other foreign corporations. 


[SEC. 817. DENIAL OF DOUBLE DEDUCTIONS. 


[Nothing in this part shall permit the same item to be deducted 
more than once. 


[SEC. 818. CERTAIN NEW INSURANCE COMPANIES, 

[(a) Generat Ruie.—lf the taxable year begins not more than 
9 years after the first day on which the taxpayer was authorized to do 
business as an insurance company, then— 

[(1) for purposes of subpart A, the life insurance taxable in- 
come shall not exceed (A) the amount of the net gain from opera- 
tions after dividends to policyholders, reduced by (B)(i) the net 
investment income allocable to non-life-insurance reserves and 
(ii) the special reduction for dividends received provided by 
subsection (c); or 

[(2) for purposes of subpart B, the life insurance company 
taxable income shall not exceed (A) the amount of the net gain 
from operations after dividends to policyholders, reduced by (B) 
the special reduction for dividends received provided by sub- 
section (c). 

For purposes of this subsection, the net gain from operations after 
dividends to policyholders shall be computed in the manner required 
for purposes of the annual statement approved by the National Con- 
vention of Insurance Commissioners, except that no reduction shall 
be made for any Federal income tax. 

[(b) Limrration.—This section shall not reduce the tax for any 
taxable year below the amourtt which (but for this section) would be 
imposed by section 802 or section 811, as the case may be, computed 
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without the applicable limitation on the reserve and other policy 
liability deduction contained in section 804(b) or section 812(c). 

[(c) Spectra, Rute ror Divipenps Recetvep.—The reduction 
referred to in paragraph (1)(B)(ii) and in paragraph (2)(B) of sub- 
section (a) shall be an amount computed under section 804(b)(3), 
except that, for purposes of such computation, the maximum limita- 
tion referred to in section 804(b)(3)(B)(ii) shall be— 

[(1) in the case of a taxable year with respect to which tax is 
imposed by section 802, the amount by which (A) the net invest- 
ment income (reduced by the net investment income allocable to 
non-life insurance reserves), exceeds (B) the life insurance taxable 
income (computed without regard to the reduction provided by 
this subsection); or 

[(2) in the case of a taxable year with respect to which tax is 
imposed by section 811, the amount by which”(A) the sum of the 
net investment income and the amount of the adjustment for 
certain reserves provided in section 813, exceeds (B) the life 
insurance company taxable income (computed without regard to 
the reduction provided by this subsection).] 


PART I—LIFE INSURANCE COMPANIES 


Subpart A. Definition; tax imposed. 
Subpart B. Investment income. 

Subpart C. Gain and loss from operations. 
Subpart D. Distributions to shareholders. 
Subpart E. Miscellaneous provisions. 


Subpart A—Definition; Tax Imposed 


Sec. 801. Definition of life insurance company. 
Sec. 802. Tax imposed. 


SEC. 801. DEFINITION OF LIFE INSURANCE COMPANY. 

(a) Lire Insurance Company Derinev.—For purposes of this 
subtitle, the term “life insurance company’’ means an insurance company 
which is engaged in the business of issuing life insurance and annuity 
contracts (either separately or combined with health and accident insur- 
ance), or noncancellable contracts of health and accident insurance, if— 

(1) its life insurance reserves (as defined in subsection (6)), plus 
(2) unearned premiums, and unpaid losses (whether or not ascer- 
tained), on noncancellable life, health, or accident policies not in- 
cluded in life insurance reserves, 
comprise more than 50 percent of its total reserves (as defined in sub- 
section (c)). 

(6) Lire Insukance Reserves Derinep.— 

(1) In @enerat.—For purposes of this part, the term “life 
insurance reserves’? means amounts— 

(A) which are computed or estimated on the basis of recog- 
nized mortality or morbidity tables and assumed rates of 
interest, and 

(B) which are set aside to mature or liquidate, either by pay- 
ment or reinsurance, future unaccrued claims arising from 
life insurance, annuity, and noncancellable health and accident 
insurance contracts (including life insurance or annuity con- 
tracts combined with noncancellable health and accident insur- 
ance) involving, at the time with respect to which the reserve is 
computed, life, health, or accident contingencies. 
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(2) Reserves MUST BE REQUIRED BY LAW. —Kacept— 

(A) in the case of policies covering life, health, and accident 
insurance combined in one policy issued on the weekly y premium 
payment plan, continuing for life and not subject to cancella- 
tion, 

(B) in the case of policies issued by an organization which 
meets the requirements of section 501(c)(9) other than the 
requirement of subparagraph (B) thereof, and 

(C) as provided in paragraph (3), 

in addition to the requirements set Pk in paragraph (1), life insur- 
ance reserves must be required by law. 

(3) AssEsSMENT COMPANIES.—In the case of an assessment 
life insurance company or association, the term “life insurance 
reserves” includes— 

(A) sums actually deposited by such company or association 
with State or Territorial officers pursuant to law as guaranty or 
reserve funds, and 

(B) any funds maintained, under the charter or articles of 
incorporation or association (or bylaws approved by a State 
imsurance commissioner) of such company or association, 
exclusively for the payment of claims arising under ce rtificates 
of membership of policies issued on the assessment plan and 
not subject to any other use. 

For purposes of this part, the rate of interest assumed in calculating 
the reserves described in subparagraphs (A) and (B) shall be 3 
percent. 

(4) Dericiency RESERVES EXxcLUDED.—The term “life insur- 
ance reserves”’ does not include deficiency reserves. For purposes of 
this subsection and subsection (c), the deficiency reserve for ¢ any 
contract is that portion of the reserve for such contract equal to the 
amount (if any) by which— 

(A) the present value of the future net premiums required for 
such contract, exceeds 

(B) the present value of the future actual premiums and con- 
sideration charged for such contract. 

(5) AmounrT or rESERVES.—For purposes of this subsection, 
subsection (a), and subsection (c), the amount of any reserve (or 
portion thereof) for any taxable year shall be the mean of such re- 
serve (or portion thereof) at the beginning and end of the taxable 
year. 

(c) Toran Reserves Derinep——-For purposes of subsection (a), 
the term “total reserves’? means— 

(1) life insurance reserves, 

(2) unearned premiums, and unpaid losses (whether or not ascer- 
tained), not included in life insurance reserves, and 

(3) all other insurance reserves required by law. 

The term ‘‘total reserves’’ does not include deficiency reserves (within the 
meaning of subsection (b)(4)). 

(d) ApsusrmenTs IN Reserves For Poxicy Loans.—For purposes 
only of determining under subsection (a) whether or not an insurance 
company is a life insurance company, the life insurance reserves, and the 
total reserves, shall each be reduced by an amount equal to the mean of the 
aggregates, at the beginning and end of the taxable year, of the policy 
loans outstanding with respect to contracts for which life insurance re- 
serves are maintained. 
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(e) GuaraANTEED RenewaBLeE Conrracts.—For purposes of this 
part, guaranteed renewable life, health, and accident insurance shall be 
treated in the same manner as noncancellable life, health, and accident 
insurance. 

(f) Burtat AND Funerat Benerir Insurance Companizs.—A 
burial or funeral benefit insurance company engaged directly in the 
manufacture of funeral supplies or the performance of funeral services 
shall not be taxable under this part but shall be taxable under section 821 
or section 831. 

(g) VARIABLE ANNUITIES.— 

(1) In generAL.—For purposes of this part, an annuity contract 
includes a contract which provides for the payment of a variable 
annuity computed on the basis of recognized mortality tables and 
the investment experience of the company issuing the contract. 

(2) CuRRENT EARNINGS RATE.—For purposes of section 
805(b)(1), the current earnings rate of a life insurance company 
with respect to contracts described in paragraph (1) is the current 
earnings rate determined under such section reduced by— 

(A) the annual rate of the actuarial margin charge as pre- 
scribed by the contract, or 

(B) if no such rate is prescribed by the contract, the percentage 
obtained by dividing the amount of the actuarial margin charge 
on all contracts described in paragraph (1) issued by the taz- 
payer by the mean of the taxpayer’s assets obligated under all 
such contracts to satisfy liabilities under all such contracts. 

(3) Assumep RrATE.—For purposes of this part, the rate of 
interest assumed by the taxpayer for any taxable year in calculating 
the reserve on an annuity contract described in paragraph (1) shall 
be the percentage obtained under paragraph (2). 

(4) INCREASES AND DECREASES IN RESERVES.—In the case of 
annuity contracts described in paragraph (1)— 

(A) for purposes of section 810, any increase in reserves 
shall be computed only with respect to increases by reason of 
premiums and gross investment income, and 

(B) for purposes of section 810, any decrease in reserves 
shall be computed only with respect to decreases by reason of 
benefits paid under such contracts. 

(6) Terminarion.—Paragraphs (1), (2), (8), and (4) shall not 
apply with respect to any taxable year beginning after December 31, 
1962. 

SEC. 802. TAX IMPOSED. 

(a) Tax Imposed.— 

(1) In ceneraL.—A tar is hereby imposed for each taxable 
year beginning after December 31, 1957, on the life insurance 
company taxable income of every life insurance company. Such 
tax shall consist of — 

(A) a normal tax on such income computed at the rate pro- 
vided by section 11(b), and 

(B) a surtax, on so much of such income as exceeds $25,000, 
computed at the rate provided by section 11(e). 

(2) Tax IN Case oF CAPITAL GAIns.—If for any taxable year 
beginning after December 31, 1958, the net long-term capital gain 
of any life insurance company exceeds the net short-term capital loss, 
there is hereby imposed a tax equal to 25 percent of such excess. 

(3) Specrat rute ror 1959 anv 1960.—If any amount is sub- 
tracted from the policyholders surplus account under section 815 (ce) (3) 
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for a taxable year beginning in 1959 or 1960 on account of a distribu- 
tion in 1959 or 1960 (not including any distribution treated under 
section 815(d)(2)(B) as made in 1959 or 1960), the tax imposed for 
such taxable year on the life insurance company taxable income shall 
be the amount determined under paragraph (1) reduced by the follow- 
ing percentage of the amount by which the tax imposed by paragraph 
(1) 1s (without regard to this paragraph) increased, on account of 
the amount so subtracted, by reason of section 802(b)(3)— 
(A) in the case of a taxable year beginning in 1959, 66% 
percent; and 
(B) in the case of a taxable year beginning in 1960, 33% 
percent. 
The preceding sentence shall not apply with respect to any payment 
treated as a distribution under section 815(d) (8). 

(6) Lire Insurance Company Taxapie Income Derinep.—For 
purposes of this part, the term “‘life insurance company taxable income’’ 
means the sum of— 

(1) the taxable investment income (as defined in section 804) or, 
if smaller, the gain from operations (as defined in section 809), 
(2) if the gain from operations exceeds the taxable investment 
income, an amount equal to 50 percent of such excess, plus 
(3) the amount subtracted from the policyholders’ surplus account 
for the taxable year, as determined under section 816. 
In the case of a taxable year beginning in 1958, if the amount determined 
under paragraph (2) (without regard to this sentence) exceeds the amount 
determined under paragraph (1), the amount taken into account under 
paragraph (2) shall be reduced by an amount equal to 10 percent of such 
CXCESs. 


Subpart B—Investment Income 


Sec. 804. Taxable investment income. 
Sec. 805. Policy and other contract liability requirements. 
Sec. 806. Certain changes in reserves and assets. 
SEC. 804. TAXABLE INVESTMENT INCOME. 
(a) In GenERAL.— 

(1) Exctusion OF POLICYHOLDERS’ SHARE OF INVESTMENT 
yiELD.—The policyholders’ share of each and every item of invest- 
ment yield (including tax-exempt interest, partially tax-erempt in- 
terest, and dividends received) of any life insurance company shall 
not be included in taxable investment income. For purposes of the 
preceding sentence, the policyholders’ share of any item shall be that 
percentage obtained by dividing the policy and uther contract liability 
requirements by the investment yield. 

(2) TAXABLE INVESTMENT INCOME DEFINED.—For purposes of 
this part, the taxable investment income for any taxable year shall 
be an amount (not less than zero) equal to the sum of the life insurance 
company’s share of each and every item of investment yield (including 
tax-exempt interest, partially tax-exempt interest, and dividends 
received), reduced by— 

(A) the sum of— 

(i) the life insurance company’s share of interest which 
under section 103 is excluded from gross income, 

(i) the deduction. for partially tax-exempt interest 
provided by section 242 (as modified by paragraph (8)) 
computed with respect to the life insurance company’s 
share of such interest, and 
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(iit) the deductions ales dwwidends received provided by 
sections 243, 244, and 245 computed with respect to the 
life, insurance company’s share of the dividends received; 
an 

(B) the small business deduction provided by paragraph (4). 

For purposes of the precedng sentence, the life insurance com- 
pany’s share of any item shall be that percentage which, when added 
to the percentage obtained under the second sentence of paragraph (1), 
equals 100 percent. 

(3) PARTIALLY TAX-EXEMPT INTEREST.—For purposes of this 
part, the deduction allowed by section 242 shall be an amount which 
bears the same ratio to the amount determined under such section 
without regard to this paragraph as (A) the normal tax rate for the 
taxable year prescribed by section 11, bears to-(B) the sum of the 
normal tax rate and the surtax rate for the taxable year prescribed by 
section 11. 

(4) SMALL BUSINESS DEDUCTION.—For purposes of this part, 
the small business deduction is an amount equal to 10 percent of the 
investment yield for the taxable year. The deduction under this 
paragraph shall not exceed $25,000. 

(5) Exceprion.—If it is established in any case that the applica- 
tion of the definition of taxable investment income contained in para- 
graph (2) results in the imposition of tax on— 

(A) any interest which under section 103 is excluded from 
gross income, . 

(B) any amount of interest which under section 242 (as 
modified by paragraph (3)) is allowable as a deduction, or 

(C) any amount of dividends received which under sections 
243, 244, and 246 is allowable as a deduction, 

adjustment shall be made to the extent necessary to prevent such 
imposition. 
(b) Gross Investmenr Income.—For purposes of this part, the 
term “gross investment income” means the sum of the following: 

(1) Inrerest, erc.—The gross amount of income from— 

(A) interest, dividends, rents, and royalties, 

(B) the entering into of any lease, mortgage, or other instru- 
ment or agreement from which the life insurance company de- 
rives interest, rents, or royalties, and 

(C) the alteration or termination of any instrument or agree- 
ment described in subparagraph (B). 

(2) SHort-reRM CAPITAL GAIN.—In the case of a taxable year 
beginning after December 31, 1958, the amount (1f any) by which 
the net short-term capital gain exceeds the net long-term capital loss. 

(3) TRADE OR BUSINESS INCOME.—The gross income from any 
trade or business (other than an insurance business) carried on by 
the life insurance company, or by a partnership of which the Ife 
insurance company is a partner. In computing gross income under 
this paragraph, there shall be excluded any item described in para- 
graph (1). 

Except.as provided in paragraph (2), in computing gross investment in- 

come under this subsection, there shall be excluded any gain from the sale 

or exchange of a capital asset, and any gain considered as gain from the 
sale or exchange of a capital asset. 
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(c) Investment Yretp Derinep.—For purposes of this part, the 


term “investment yield” means the gross investment income less the follow- 
ing deductions— 


(1) InvestTMENT EXPENSES.—Investment expenses for the taz- 
able year. If any general expenses are in part assigned to or in- 
cluded in the investment expenses, the total deduction under this 
paragraph shall not exceed the sum of— 

(A) one-fourth of one percent of the mean of the assets (as 
defined in section 805(b)(3)) held at the beginning and end of 
the taxable year, 

(B) the amount of the mortgage service fees for the taxable 
year, plus 

(C) whichever of the following is the greater: 

(i) one-fourth of the amount by which the investment 
yield (computed without any deduction for investment ex- 
penses allowed by this paragraph) exceeds 3% percent of 
the mean of the assets (as defined in section 805(b)(3)) held 
at{the beginning and end of the taxable year, reduced by the 
amount described in subparagraph (B), or 

(ii) one-fourth of one percent of the mean of the value of 
mortgages held at the beginning and end of the taxable 
year for which there are no mortgage service fees for the 
taxable year. 

(2) Rea EsTaTE EXPENSES.—The amount of taxes (as provided 
in section 164), and other expenses, for the taxable year exclusively 
on or with respect to the real estate owned by the company. No 
deduction shall be allowed under this paragraph for any amount 
paid out for new buildings, or for permanent improvements or 
betterments made to increase the value of any property. 

(3) Deprecration.—The deduction allowed by section 167. 
The deduction under this paragraph and paragraph (2) on account 
of any real estate owned and occupied for insurance purposes in 
whole or in part by a life insurance company shall be limited to an 
amount which bears the same ratio to such deduction (computed 
without regard to this sentence) as the rental value of the space not so 
occupied bears to the rental value of the entire property. 

(4) Derterion.—The deduction allowed by section 511 (relating 
to depletion). 

(5) Trape or Business DEpucTions.—The deductions allowed 
by this subtitle (without regard to this part) which are attributable to 
any trade or business (other than an insurance business) carried on 
by the life insurance company, or by a partnership of which the life 
insurance company is a partner; except that in computing the 
deduction under this paragraph— 

(A) There shall be excluded losses— 

(<) from (or considered as from) sales or exchanges of 
capital assets, 

(it) from sales or exchanges of property used in the trade 
or business (as defined in section 1231(b)), and 

(iit) from the compulsory or involuntary conversion (as 
a result of destruction, in whole or in part, theft or seizure, 
or an exercise of the power of requisiticn or condemnation 
or the threat or imminence thereof) of property used in the 
trade or business (as so defined). 
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(B) Any item, to the extent attributable to the carrying on of 
the insurance business, shall not be taken into account. 

(C) The deduction for net operating losses provided in section 
172, and the special deductions for corporations provided in 
part VIII of subchapter B, shall not be allowed. 

SEC 805. POLICY AND OTHER CONTRACT LIABILITY REQUIRE- 

MENTS. 

(a) In GeweraL.—For purposes of this part, the term “poliey and 
other contract liability requirements” means, for any taxable year, the 
sum of— 

(1) the adjusted life insurance reserves, multiplied by the average 
earnings rate, 

(2) the mean of the pension plan reserves at the beginning and 
end of the taxable year, multiplied by the current earnings rate, and 

(3) the interest paid. 

(6) Harnines Rares.— 

(1) CurrENT EARNINGS RATE.—For purposes of this part, the 
current earnings rate for any taxable year is the amount determined 
by dividing— 

(A) the taxpayer’s investment yield for such taxable year, by 

(B) the mean of the taxpayer’s assets at the beginning and 
end of the taxable year. 

(2) AVERAGE EARNINGS RATE.— 

(A) In oenwEerALt.—For purposes of this part, the average 
earnings rate for any taxable year is the average of the current 
earnings rates for such ianbite year and for each of the 4 
taxable years immediately preceding such taxable year (exclud- 
ing any of such 4 taxable years for which the taxpayer was not 
an insurance company). 

(B) Sprecrat rotes.—For purposes of subparagraph a 

(t) the current earnings rate for any taxable year begin- 
ning before January 1, 1958, shall be determined as if this 
part (as in effect for 1958) applied to such taxable year, and 

(ii) the current earnings rate for any taxable year of 
any company which, for such year, is an insurance com- 
pany (but not a life insurance company) shall be deter- 
mined as if this part applied to such company for such year. 

(3) Assers.—For purposes of this part, the term “ assets’? means 
all assets of the company (including nonadmitted assets), other than 
real and personal property (excluding money) used by it in carrying 
on an insurance trade or business. For purposes of this paragraph, 
the amount attributable to— 

(A) real property and stock shall be the fair market value 
thereof, and 

(B) any other asset shall be the adjusted basis (determined 
without regard to fair market value on December 31, 1958) of 
such asset for purposes of determining gain on sale or other 
disposition. 

(c) Apsustep Lire Insurance Reserves. 

(1) AbsusTED LIFE INSURANCE RESERVES DEFINED.—For pur- 
poses of this part, the term “adjusted life insurance reserves’? means— 

(A) the mean of the life insurance reserves (as defined in 
section 801(b)), other than pension plan reserves, at the begin- 
ning and end of the taxable year, multiplied by 
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(B) that percentage which equals 100 percent— 

(i) increased by that percentage which is 10 times the 
average rate of interest assumed by the taxpayer in calcu- 
lating such reserves, and 

(iz) reduced by that percentage which is 10 times the 
average earnings rate. 

(2) AVERAGE INTEREST RATE ASSUMED.—For purposes of this 
part, the average rate of interest assumed in calculating reserves shall 
be computed— 

(A) by multiplying each assumed rate of interest by the means 
of the amounts of such reserves computed at that rate at the 
beginning and end of the taxable year, and 

(B) by dividing (7) the sum of the products ascertained under 
subparagraph (A), by (ix) the mean of the total of such reserves 
at the beginning and end of the taxable year. 

(d) Pension Pian Reserves. 

(1) PENSION PLAN RESERVES DEFINED.—For purposes of this 
part, the term “pension plan reserves”? means that portion of the life 
nsurance reserves which is allocable to contracts— 

(A) purchased under contracts entered into with trusts which 
(as of the time the contracts were entered into) were deemed to be 
(2) trusts described in section 401(a) and exempt from tax under 
section 501(a), or (i) trusts exempt from tax under section 165 
of the Internal Revenue Code of 1939 or the corresponding 
provisions of prior revenue laws; 

(B) purchased under contracts entered into under plans which 
(as of the time the contracts were entered into) were deemed to 
be plans meeting the requirements of section 401(a) (3), (4), 
(5), and (6), or the requirements of section 165(a) (3), (4), 
(5), and (6) of the Internal Revenue Code of 1939; 

(C) provided for employees of the life insurance company 
under a plan which, for the taxable year, meets the requirements 
of section 401(a) (8), (4), (6), and (6); or 

(D) purchased to provide retirement annuities for its employ- 
ees by an organization which (as of the time the contracts 
were purchased) was an organization described in section 501 
(c)(3) which was exempt from tax under section 501(a) or was 
an organization exempt from tax under section 101(6) of the 
Internal Revenue Code of 1939 or the corresponding provisions 
of prior revenue laws. 

(2) SPECIAL TRANSITIONAL RULE.—For purposes of this part, 
the amount taken into account as pension plan reserves shall be— 

(A) in the case of a taxable year beginning after December 31, 
1957, and before January 1, 1959, zero; 

(B) in the case of a taxable year beginning after December 31, 
1958, and before January 1, 1960, 33% percent of the amount 
thereof (determined without regard to this paragraph) ; 

(C) in the case of a taxable year beginning after December 31, 
1959, and before January 1, 1961, 66% percent of the amount 
thereof (determined without regard to this paragraph); and 

(D) in the case of a taxable year beginning after December 31, 
1960, 100 percent of the amount thereof. 

(e) Inrerest Parp.—For purposes of this part, the interest paid for 
any taxable year is the sum of— 
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(1) InreEREST ON INDEBTEDNESS.—AIl interest for the taxable 
year on indebtedness, except on indebtedness incurred or continued 
to purchase or carry obligations the interest on which is wholly 
exempt from taxation under this chapter. 

(2) AMOUNTS IN THE NATURE OF INTEREST.—AIl amounts in the 
nature of interest, whether or not guaranteed, for the taxable year 
on insurance or annuity contracts (including contracts supplementary 
thereto) which do not vnvolve, at the time of accrual, life, health, or 
accident contingencies. 

(3) Discount ON PREPAID PREMIUMS.—AIl amounts accrued for 
the taxable year for discounts in the nature of interest, whether or not 
guaranteed, on premiums or other consideration paid in advance on 
insurance or annuity contracts. 

(4) INTEREST ON CERTAIN SPECIAL CONTINGENCY RESERVES.— 
Interest for the taxable year on special contingency reserves established 
pursuant to section 8(d) of the Federal Employees’ Group Life In- 
surance Act of 1954 (6 U.S.C. § 2097 (d)). 

SEC. 806. CERTAIN CHANGES IN RESERVES AND ASSETS 

(a) ApsusTeMENTS TO Means ror CerTain TRANSFERS OF Lta- 
BILITIES.—For purposes of this part, if, during the taxable year, there is 
a change in life insurance reserves attributable to the transfer between the 
taxpayer and another person of liabilities under contracts taken into 
account in computing such reserves, then, under regulations prescribed by 
the Secretary or his delegate, the means of such reserves, wah the mean of 
the assets, shall be appropriately adjusted, on a daily basis, to reflect the 
amounts involved in such transfer. This subsection shall not apply to 
reinsurance ceded to the taxpayer or to another person. 

(b) Cuance or Basis 1n Computine Reserves.—If the basis for 
determining the amount of any item referred to in section 810(c) as of 
the close of the taxable year differs from the basis for such determination 
as of the beginning of the tazable year, then for purposes of this subpart 
the amount of such item— 

(1) as of the close of the taxable year sholl be computed on the old 
basis, and 

(2) as of the beginning of the next taxable year shall be computed 
on the new basis. 





Subpart C—Gain and Loss From Operations 


Sec. 809. In general. 

Sec. 810. Rules for certain reserves. 

Sec. 811. Dividends to policyholders. 
Sec. 812. Operations loss deduction. 


SEC. 809. IN GENERAL 
(a) Exctusion or Suare or INvestMENT Y1irtp Set ASIDE FoR 
PoLICcYHOLDERS. 

(1) Amount.—The share of each and every item of investment 
yield (including tax-exempt interest, partially-exempt interest, and 
dividends received) of any life insurance company set aside for 
policyholders shall not be included in gain or loss from operations. 
For purposes of the preceding sentence, the share of any item set 
aside for policyholders shall be that percentage obtained by dividing 
the required interest by the investment yield. 
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(2) Requrrev 1nTEREsT.—For purposes of this part, the required 
interest for any taxable year is the sum of the products obtained by 
multiplying— 

(A) each rate of interest required, or assumed by the taxpayer, 
in calculating the reserves described in section 810(e), by 

(B) ‘the means of the amount of such reserves computed at 
that rate at the beginning and end of the taxable year. 

(b) Garn anv Loss From Operarions.— 

(1) GAIN FROM OPERATIONS DEFINED.—For purposes of this 
part, the term “‘gain re operations” means the amount by which 
the sum of the following exceeds the deductions provided by 
subsection (d): 

(A) the life insurance company’s share of each and every 
item of investment yield (including tax-exempt interest, partially 
tax-exempt interest, and dividends received), reduced by— 

(x) the sum of the items described in paragraph (8), and 
(ii) the small business deduction provided by section 
804(a)(4): and 

(B) the sum of the items referred to in subsection (c) 

(2) Loss FROM OPERATIONS DEFINED.—For purposes of this 
part, the term “‘loss from operations’’ means the amount by which the 
sum of the deductions provided by subsection (d) exceeds the sum of— 

(A) the amount determined under paragraph (1)(A); and 

(B) the sum of the items referred to in subsection (c). 

(3) Lax-EXEMPT INTEREST, ETC.—-The rtems referred to in para- 
graph (1)(A)(%) are— 

(A) the life insurance company’s share of interest which 
under section 108 is excluded from gross income, 

(B) the deduction for partially tax-exempt interest provided 
by section 242 (as modvfied by section 804(a)(8)) computed 
with respect to the life insurancefcompany’s share of such inter- 
est, and 

(C) the deductions for dividends received provided by sections 
248, 244, and 245 (as modified by paragraph (5)) computed 
with respect to the life insurance company’s share of the dividends 
recewed. 

(4) LirE INSURANCE COMPANY'S SHARE.—For purposes of this 
subpart, the life insurance company’s share of any tem shall be 
that percentage which, when added to the percentage obtained under 
the second sentence of subsection (a) (1), equals 100 percent. 

(6) AppLicaTION OF sECTION 246(b).—In applying section 
246(b) (relating to limitation on aggregate amount of deductions for 
dividends received) for purposes of this subsection— 

(A) the limit on the aggregate amount of the deductions 
allowed by sections 243(a), 244, and 245 shall be 85 percent 
of the gain from operations computed without regard to— 

(i) the deductions provided by paragraphs (8), (5), and 
(6) of subsection (d), 

(ir) the operations loss deduction provided by section 
812, and 

(vit) the deductions allowed by sections 243(a), 244, and 
245, but 

(B) such limit shall not apply for any taxable year for which 
there is a loss from operations. 
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(6) Excreprion.—TIf it is established in any case that the appli- 
cation of the definition of gain from operations contained in para- 
graph (1) results in the rmposition of tax on— 

(A) any interest which under section 103 is excluded from 
gross income, 
(B) any amount of interest which under section 242 (as 
Renee by section 804(a)(3)) is allowable as a deduction, or 
(C) any amount of dividends received which under sections 
243, 244, and 245 (as modified by paragraph (5)) is allowable 
as a deduction, 
adjustment shall be made to the extent necessary to prevent such 
imposition. 
(c) Gross Amounr.—For purposes of subsections (b) (1) and (2), 
the following items shall be taken vnto account: a 

(1) Premiums.—The gross amount of premiums and other con- 
sideration (including advance premiums, eorip fees, assessments, 
and consideration in respect of assuming liabilities under contracts 
not issued by the taxpayer) on insurance and annuity contracts 
including contracts supplementary thereto); less return premiums, 

and premiums and other consideration arising out of reinsurance 

sand. Except in the case of amounts of premiums or other consid- 
eration returned to another life insurance company under an indem- 
nity reinsurance contract, amounts returned where the amount is not 
fixed in the contract but depends on the experience of the company 
or the discretion of the management shall not be included in return 
premiums. 

(2) DecREASES IN CERTAIN RESERVES.—Lach net decrease in 
reserves which is required by section 810 or 811(b)(2) to be taken 
into account for purposes of this paragraph. 

(3) OrnER amMounTs,—AIl amounts, not included in computing 
investment yield and not includible under paragraph (1) or (2), 
which under this subtitle are includible in gross income. 

Except as included in computing investment yield, there shall be excluded 
any gain from the sale or exchange of a capital asset, and any gain 
considered as gain from the sale or exchange of a capital asset. 

(d) Depuctions.—For purposes of subsections (6) (1) and (2), there 
shall be allowed the following deductions: 

(1) Dearn pBenerirs, etc.—All claims and benefits accrued, 
and all losses incurred (whether. or not ascertained), during the 
taxable year on insurance and annuity contracts (ineluding contracts 
supplementary thereto). 

(2) INCREASES IN CERTAIN RESERVES.—The net increase in 
reserves which is required by section 810 to be taken into account 
for purposes of this paragraph. 

(3) Divipenps To poticrHoLtpERS.—The deduction for dividends 
to policyholders (determined under section 811(b)). 

(4) OpgRraTIONS Loss pEDucTION.—The operations loss deduc- 
tion (determined under section 812). 

(5) CERTAIN NONPARTICIPATING CONTRACTS.—An amount equal 
to 10 percent of the increase in the reserves for the taxable year for 
nonparticipating contracts or (if greater) an amount equal to 3 
percent of the premiums for the taxable year (excluding that portion 
of the premiums which is allocable to annuity features) attributable 
to nonparticipating contracts (other than group contracts) which are 
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issued or renewed for periods of 5 years or more. For purposes of 
this paragraph, the term “reserves for nonparticipating contracts”’ 
means such part of the life insurance reserves (excluding that portion 
of the reserves which is allocable to annuity features) as relates to 
nonparticipating contracts (other than group contracts). For 
purposes of this paragraph and paragraph (6), the term “premiums” 
means the net amount of the premiums and other consideration 
taken into account under subsection (c)(1). 

(6) Group LIFE, ACCIDENT, AND HEALTH INSURANCE.—An 
amount equal to 2 percent of the premiums for the taxable year 
attributable to group life insurance contracts and group accident and 
health insurance contracts. The deduction under this paragraph 
for the taxable year and all preceding taxable years shall not exceed 
an amount equal to 50 percent of the premiums for the taxable year 
attributable to such contracts. 

(7) ASSUMPTION BY ANOTHER PERSON OF LIABILITIES UNDER 
INSURANCE, ETC., conrRACTS.—The consideration (other than con- 
sideration arising out of reinsurance ceded) in respect of the assump- 
tion by another person of liabilities under insurance and annuity 
contracts (including contracts supplementary thereto). 

(8) INVESTMENT EXPENSES.—Investment expenses to the extent 
no tallowed as a deduction under section 804(c)(1) in computing 
investment yield. 

(9) OrwerR pepucrions.—Subject to the modifications provided 
by subsection (e), all other deductions allowed under this subtitle 
for purposes of computing taxable income to the extent not allowed 
as deductions in computing investment yield. 


Except as provided in paragraph (8), no amount shall be allowed as a 
deduction under this subsection in respect of dividends to policyholders. 


(e) Moprricarions.—The modifications referred to vn subsection 


(d)(9) are as follows: 


(1) Inreresr.—In applying section 163 (relating to deduction 
for interest), no deduction shall be allowed for interest in respect of 
items described in section 810(c). 

(2) Bap pesrs.—Section 166(c) (relating to reserve for bad 
debts) shall not apply. 

(3) CHARITABLE, ETC., CONTRIBUTIONS AND GirTs.—In apply- 
ing section 170— 

(A) the limit on the total deductions under such section pro- 
vided by the first sentence of section 170(b)(2) shall be 5 percent 
of the gain from operations computed without regard to— 

(i) the deduction provided by section 170, 

(it) the reduction required by subsection (b)(1)(A) (0), 

(iit) the deductions provided by paragraphs (8), (5), and 
(6) of subsection (d), and 

(iv) any operations loss carryback to the taxable year 
under section 812; and 

(B) under regulations prescribed by the Secretary or his 
delegate, a rule similar to the rule contained in section 170(b) (3) 
shall be applied. 

(4) AMOoRTIZABLE BOND PREMIUM.—WSection 171 shall not apply. 

(5) Ner operaTine Loss pepuction.—The deduction for net 
operating losses provided in section 172 shall not be allowed. 





vd 
ur 


is 


3) 


LIFE INSURANCE COMPANY INCOME TAX ACT OF 1959 107 


(6) ParrraALLy TAX-ExEMPT INTEREST.—The deduction for 
aw tax-exempt interest provided by section 242 shall not be 
allowed. 

(7) Divipenps recrtvep.—The deductions for dividends re- 
ceived provided by sections 243, 244, and 245 shall not be allowed. 

(f) Limrrarion on Certain Depvcrions.— 

(1) In cenerat.—The amount of the deductions under para- 
graphs (8), (5), and (6) of subsection (d) shall not exceed $250,000 
plus the amount (if any) by which— 

(A) the gain from operations for the taxable year, computed 
without regard to such deductions, exceeds 
(B) the taxable investment income for the taxable year. 

(2) AppLIcATION oF LimiTaTIon.—The limitation provided by 
paragraph (1) shall apply first to the amount of the deduction under 
subsection (d)(6), then to the amount of the deduction under subsec- 
tion (d)(5), and finally to the amount of the deduction under sub- 
section (d)(8). 

“SEC. 810. RULES FOR CERTAIN RESERVES. 


(a) ApsustmenT FOR Decrease.—lIf the sum of the items described 
in subsection (c) as of the beginning of the taxable year exceeds the sum of 
such items as of the close of the taxable year (reduced by the amount of the 
required interest for the taxable year), the excess shall be taken into account 
as a net decrease referred to in section 809(c) (2). 

(b) ApsusrmenT FoR Increase.—TIf the sum of the items described 
in subsection (c) as of the close of the taxable year (reduced by the amount 
of the required interest for the taxable year) exceeds the sum of such items 
as of hibepieiag of the taxable year, the excess shall be taken into account 
as a net increase referred to in section 809(d) (2). 

(c) Irems Taxen Into Accounr.—The items referred to in subsec- 
tions (a) and (b) are as follows: 

(1) The life insurance reserves (as defined in section 801(6)). 

(2) The unearned premiums and unpaid losses ineluded in total 
reserves under section 801(c)(2). 

(3) The amounts (discounted at the rates of interest assumed by 
the company) necessary to satisfy the obligations under insurance or 
annuity contracts (including contracts supplementary thereto), but 
only if such obligations do not involve (at the time with respect to 
which the computation is made under this paragraph) life, health, 
or accident contingencies. 

(4) Dividend accumulations, and other amounts, held at interest 
in connection with insurance or annuity contracts (including con- 
tracts supplementary thereto). 

(5) Premiums received in advance, and liabilities for premium 
deposit funds. 

In applying this subsection, the same item shall be counted only once. 

(d) ApyustmMENT FOR CHANGE IN CompuTING REsERVES.— 

(1) In eeneraL.—If the basis for determining any item referred 
to in subsection (c) as of the close of any taxable year differs from the 
basis for such determination as of the close of the preceding taxable 
year, then so much of the difference between— 

(A) the amount of the item at the close of the taxable year, 
computed on the new basis, and 
40690—59-—_8 
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(B) the amount of the item at the close of the taxable year, 
computed on the old basis, 
as is attributable to contracts rssued before the taxable year shall be 
taken into account for purposes of this subpart as follows: 
(i) if the amount determined under subparagraph (A) 
exceeds the amount determined under subparagraph (B), 
Vio of such excess shall be taken into account, for each of the 
succeeding 10 taxable years, as a net increase to which sec- 
tion 809(d)(2) applies; or 
(ii) if the amount determined under subparagraph (B) 
exceeds the amount determined under subparagraph (A), 
Ko of such excess shall be taken into account, for each of the 
10 succeeding taxable years, as a net decrease to which sec- 
tion 809(c)(2) applies. 

(2) TzRMINATION AS LIFE INSURANCE cCoMPANY.—Except as 
provided in section 381(c)(22) (relating to carryovers in certain 
corporate readjustments), if for any taxable year the taxpayer is not 
a life insurance company, the balance of any adjustments under this 
paragraph shall be taken into account for the preceding taxable year. 

(3) ErrecT OF PRELIMINARY TERM ELECTION.—An election 
under section 818(c) shall not be treated as a change in the basis for 
determining an item referred to in subsection (c) to which this sub- 
section applies. If an election wnder section 818(c) applies for the 
taxable year, the amounts of the items referred to in subparagraphs 
(A) and (B) of paragraph (1) shall be determined without regard to 
such election. If such an election would apply in respect of such 
item for the taxable year but for the new basis, the amount of the item 
referred to in subparagraph (B) shall be determined on the basis 
which would have been applicable under section 818(c) if the election 
applied in respect of the item for the taxable year. 

(e) Cerrain Decreases In Reserves or Votuntary Emproyers’ 


Benericiary ASsociATIONs.— 


(1) DecREASES DUE TO VOLUNTARY LAPSES OF POLICIES ISSUED 
BEFORE JANUARY 1, 1958.—For purposes of subsection (a), in 
the case of a life insurance company which meets the requirements of 
section 501(c)(9) other than the requirement of subparagraph (B) 
thereof, there shall be taken into account only 11% percent of any 
decrease in life insurance reserves attributable to the voluntary lapse 
on or after January 1, 1958, of any policy issued before such date. 
The preceding sentence shall apply for any taxable year only if the 
taxpayer has made an election under paragraph (3) which is effective 
for such taxable year. 

(2) INAPPLICABILITY OF CERTAIN PROVISIONS.—In the case of a 
life insurance company to which paragraph (1) applies for the taxable 
year— 

(A) the last sentence of section 802(6) shall not apply, and 

(B) section 812(b6)(1) shall not apply with respect to any loss 
from operations for any taxable year beginning before January 1, 
1958. 

(3) Execrron.—Paragraph (1) shall apply to any taxpayer for 
any taxable year only if the taxpayer elects, not later than the time 
prescribed by law (including extensions thereof) for filing the return 
for such taxable year, to have such paragraph apply. Such election 
shall be made in such manner as the Secretary or his delegate shall 
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prescribe by regulations. Such election shall be effective for the 
taxable year for which made and for all succeeding taxable years, and 
shall not be revoked except with the consent of the Secretary or his 
delegate. 

SEC. 811. DIVIDENDS TO POLICYHOLDERS. 

(a) Divipenps To PoticyuoLtpers Derinep.—For purposes of this 
part, the term ‘dividends to policyholders”? means dwidends and similar 
distributions to policyholders in their capacity as such. Such term does 
not include interest paid. (as defined in section 805(e)). 

(b) Amounr or Depucrion.— 

(1) In GenzeraL.—Except as limited by section 809(f), the de- 
duction for dividends to polieyholders for any taxable year shall be 
an amount equal to the dividends to policyholders paid during the 
taxable year— -" 

(A) increased by the excess of (i) the amounts held atthe end 
of the taxable year as reserves for dividends to policyholders (as 
defined in subsection (a)) payable during the year following the 
taxable year, over (ii) cual amounts held at the end of the pre- 
ceding taxable year, or 

(B) decreased by the excess of (i) such amounts held at the end 
of the preceding taxable year, over (ii) such amounts held at 
the end of the taxable year. 

For purposes of subparagraphs (A) and (B), there shall be included 
as amounts held at the end of any taxable year amounts set aside, 
before the 16th day of the third month of the year following such 
taxable year (or, in the case of a mutual savings bank subject to the 
tax imposed by section 594, before the 16th day of the fourth month 
of the year following such taxable year), for payment during the year 
following such rove year. 

(2) CERTAIN AMOUNTS TO BE TREATED AS NET DECREASES.—I, 
the amount determined under paragraph (1)(B) exceeds the dividends 
to policyholders paid during the taxable year, the amount of such ex- 
cess shall be a net decrease referred to in section 809(e)(2). 

(3) 1958 RESERVE FOR DIVIDENDS TO POLICYHOLDERS.—For 
purposes of paragraph (1), the amounts held at the end of of 1957 as 
reserves for dividends to policyholders payable during 1958 shall be 
the amounts actually paid as such dividends during 1958. 

SEC. 812. OPERATIONS LOSS DEDUCTION. 
(a) Depucrion Artowrep.—There shall be allowed as a deduction 


for the taxable year an amount equal to the aggregate of— 


(1) the operations loss carryovers to such year, plus 
(2) the operations loss carrybacks to such year. 
For purposes of this part, the term “operations loss deduction”’ means the 
deduction allowed by this subsection. 
(6) Operations Loss CARRYBACKS AND CARRYOVERS.— 
(1) Years TO WHICH LOSS MAY BE CARRIED.— 

(A) In aenerat.—The loss from operations for any 
taxable year (hereinafter in this section referred to as the “‘loss 
year’’) beginning after December 31, 1954, shall be— 

(i) an operations loss carryback to each of the 3 taxable 
years preceding the loss year, 

(ii) an operations loss carryover to each of the 5 taxable 
years following the loss year, and 
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(ii2) subject to subsection (e), if the life insurance com- 
pany is a new company for the loss year, an operations 
loss carryover to each of the 5 taxable years following the 
5 taxable years described in clause (ii). 

(B) SpecIAL TRANSITIONAL RULES FOR CARRYBACKS.—A 
loss from operations for any taxable year beginning before Jan- 
uary 1, 1958, shall not be an operations loss carryback to any 
taxable year beginning before January 1, 1955. A loss from 
operations for any taxable year beginning after December 31, 
1957, shall not be an operations loss carryback to any taxable 
year beginning before January 1, 1958. 

(C) APPLICATION FOR YEARS PRIOR TO 1958.—For purposes 
of this section, this part (as in effect for 1958) shall be treated 
as applying to all taxable years beginning after December 31, 
1954, and before January 1, 1958. 

(2) AMOUNT OF CARRYBACKS AND CARRYGVERS.—The entire 
amount of the loss from operations for any loss year shall be carried 
to the earliest of the taxable years to which (by reason of paragraph 
(1)) such loss may be carried. The portion of such loss which shall 
be carried to each of the other taxable years shall be the excess (if 
any) of the amount of such loss over the sum of the offsets (as defined 
in subsection (d)) for each of the prior taxable years to which such 
loss may be carried. 

(ce) Compurarion or Loss From Oprratrions.—In computing the 





(1) The operations loss deduction shall not be allowed. 

(2) The deductions allowed by sections 243 (relating to dividends 
received by corporations), 244 (relating to dividends received on 
certain preferred stock of public utilities), and 245 (relating to 
dividends received from certain foreign corporations) shall be com- 
puted without regard to section 246(b) as modified by section 
809(b) (5). 

(d) Orrset Derinev.— 

(1) In e@enerat.—For purposes of subsection (b)(2), the term 
“‘offset’”’ means, with respect to any taxable year, an amount equal 
to that increase in the operations loss deduction for the taxable year 
which reduces the life insurance company taxable income (computed 
without regard to section 802(b)(3)) for such year to zero. 

(2) OPERATIONS Loss DEpucTION.—For purposes of paragraph 
(1), the operations loss deduction for any taxable year shall be 
computed without regard to the loss from operations for the loss year 

or Zr any taxable year thereafter. 
(e) Ruzes Recratine Tro New ComPANigEs.— 

(1) New company perinep.—For purposes of this part, a life 
insurance company is a new company for any taxable year only if 
such taxable year begins not more than 5 years after the first day on 
which it (or, if section 381(c)(22) apples, any predecessor) was 
authorized to do business as an insurance company. 

(2) LIMITATIONS ON 10-YEAR CARRYOVER.— 

(A) In GeneraLt.—For purposes of subsection (b)(1)(A) 
(111), @ life insurance company shall not be treated as a new 
company for any loss year if at any time during such year it 
was a nonqualified corporation. If, at any time during any 
taxable year after the loss year, the life insurance company 18 
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a nonqualified corporation, subsection (b)(1)(A) (vit) shall 
cease to apply with respect to such loss for such taxable year 
and all subsequent taxable years. 

(B) NonQuALIFIED CORPORATION DEFINED.—For purposes 


of subparagraph (A), the term “nonqualified corporation”’ 

means any corporation connected throw stock ownership with 
any other corporation, if either of suc orations possesses 
at least 50 percent of the voting power of valk classes of stock of 


the other such corporation. For purposes of subparagraph (A), 
a corporation shall be treated as enue a nonqualified corpo- 
ration at any time at which it becomes a party to a reorganization 
(other than a reorganization which is not described in any 
subparagraph of section 368(a)(1) other than subparagraphs 
(EZ) and (F) thereof). 

(f) AppticaTrion or SustirLe A AND SUBTITLE ee as 
provided in section 809(e), subtitle A and subtitle F shall apply in respect 
of operations loss carrybacks, operations loss carryovers, i the opera- 
tions loss deduction under this part in the same manner and to the same 
extent as such subtitles apply in respect of net operating loss carrybacks, 
net operating loss carryovers, and the net operating loss deduction. 


Subpart D—Distributions to Shareholders 


Sec. 815. Distributions to shareholders. 
SEC. 815. DISTRIBUTIONS TO SHAREHOLDERS. 


(a) GeneraL Rourte.—For purposes of this section and section 
802(b)(3), any distribution to shareholders after December 31, 1958, 
shall be treated as made— 


(1) first out of the shareholders surplus account, to the extent 
thereof, 


(2) then out of the policyholders surplus account, to the extent 
thereof, and 

(3) finally out of other accounts. 

For purposes of this subsection and subsection (d), the term ‘‘distribution’’ 
includes any distribution in redemption of stock or in partial or complete 
liquidation of the corporation, but does not include any distribution made 
by the corporation in its stock or in rights to acquire its. stock, and does not 
include any distribution in redemption of stock issued before 1958 which 
at all times on and after the date of isswance and on and before the date 
of redemption is limited as to dividends and is callable, at the option of the 
issuer, at a price not in excess of 105 percent of the sum of the issue price 
and the amount of any contribution to surplus made by the original pur- 
chaser at the time of his purchase. 
(6) SHaREHOLDERS SurpLus AccounT.— 

(1) In eeneraL.—Each stock life insurance company shall, for 
purposes of this part, establish and maintain a shareholders surplus 
account. The amount in such account on January 1, 1958, shall be 
zero. 

(2) Appirions To account.—The amount added to the share- 
holders surplus account for any taxable year beginning after Decem- 
ber 31, 1957, shall be the amount by which— 

(A) the sum of— 
(i) the life insurance company taxable income (com- 
puted without regard to section 802(b)(3)), 
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(ii) in the case of a taxable year beginning after Decem- 
ber 31, 1958, the amount (if any) by which the net long- 
term capital gain exceeds the net short-term capital loss, 

(iii) the deduction for partially tax-exempt interest pro- 
vided by section 242 (as modified by section 804(a)(8)), 
the deductions for dividends received provided by sections 
248, 244, and 245, (as modified by section (b)(5)), and the 
amount of interest excluded from gross income under sec- 
tion 108, and 

(iv) the small business deduction provided by section 
804(a)(4), exceeds 

(B) the taxes imposed for the taxable year by section 802(a), 
determined without regard to section 802(b) (3). 

(3) SupTRACTIONS FROM ACCOUNT.— 

(A) In @enerAL.—There shall be subtracted from the 
shareholders surplus account for any taxable year the amount 
which is treated under this section as distributed out of such 
account. 

(B) Disrrreurions 1n 1968.—There shall be subtracted 
from the shareholders surplus account (to the extent thereof) for 
any taxable year beginning in 1958 the amount of distributions 
to shareholders made during 1958. 





(1) In eenerat.—Each stock life insurance company shall, for 
purposes of this part, establish and maintain a policyholders surplus 
account. The amount in such account on January 1, 1959, shall 
be zero. 

(2) AppiT1ons To accounr.—The amount added to the policy- 
holders surplus account for any taxable year beginning after Decem- 
ber 31, 1958, shall be the sum of— 

(A) an amount equal to 50 percent of the amount by which 
the gain from operations exceeds the taxable investment income, 

(B) the deduction for certain nonparticipating contracts pro- 
vided by section 809(d)(5) (as limited by section 809 (f)), and 

(C) the deduction for group life and group accident and health 
insurance contracts provided by section 809(d) (6) (as limited by 
section 809(f)). 

(3) Soprracrions From account.—There shall be subtracted 
from the policyholders surplus account for any taxable year and 
amount equal to the sum of— 

(A) the amount which (without regard to subparagraph (B)) 
is treated under this section as distributed out of the policyholders 
surplus account, and 

(B) the amount (determined without regard to section 
802(a)(3)) by which the tax imposed for the taxable year by 
section 802(a)(1) is increased by reason of section 802(6) (3). 


(d) Specrat Rotes.— 


(1) Etecrion TO TRANSFER AMOUNTS FROM POLICYHOLDERS 
SURPLUS ACCOUNT TO SHAREHOLDERS SURPLUS ACCOUNT.— 

(A) In cenrerat.—A taxpayer may elect for any taxable 
year for which it is a life insurance company to subtract from 
us policyholders surplus account any amount in such account 
as of the close of such taxable year. The amount so subtracted, 
less the amount of the tax imposed with respect to such amount 
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by reason of section 802(6)(3), shall be added to the shareholders 
surplus account as of the beginning of the succeeding taxable 
ear. 

(B) Manner AND EFFECT oF ELECTION.—The election 
provided by subparagraph (A) shall be made (in such manner 
and in such form as the Secretary or his delegate may by regu- 
lations prescribe) after the close of the taxable year and not 
later than the time prescribed by law for filing the return (in- 
cluding extensions thereof) for the taxable year. Such an 
election, once made, may not be revoked. 

(2) TERMINATION AS LIFE INSURANCE COMPANY.— 

(A) Errecr or rerminaTioon—Except as provided in 
section 381(c)(22) (relating to carryovers vn certain corporate 
readjustments) , if— 

(i) for any taxable year the taxpayer is not an insurance 
company, or 
(2) for any two successive taxable years the taxpayer is 
not a life insurance company, 
then the amount taken into account under section 802(b) (3) for 
the last preceding taxable year for which it was a life insurance 
company shall be increased (after the application of subpara- 
graph ( by) by the amount remaining in its policyholders surplus 
account at the close of such last preceding taxable year. 

(B) Errecr or CERTAIN pisTrisuTions.—If for an 
taxable year the taxpayer is an insurance company but not a life 
insurance company, then any distribution to shareholders during 
such taxable year shall be treated as made on the last day of the 
last preceding taxable year for which the tarpayer was a life 
insurance company. 

(3) TREATMENT OF CERTAIN INDEBTEDN ESS.—If— 

(A) the taxpayer makes any payment in discharge of its 
indebtedness, and 

(B) such indebtedness is attributable to a distribution by the 
taxpayer to its shareholders after February 9, 1959, 

then the amount of such payment shall, for purposes of this section 
and section 802(b)(3), be treated as a distribution in cash to share- 
holders, but only to the extent that the distribution referred to in sub- 
paragraph (B) was treated as made out of accounts other than the 
shareholders and policyholders surplus accounts. 

(4) LIMITATION ON AMOUNT IN POLICYHOLDERS SURPLUS AC- 
counT.—There shall be treated as a subtraction from the policy- 
holders surplus account for a taxable year for which the taxpayer is 
a life insurance company the amount by which the policyholders 
surplus account (computed at the end of the taxable year without 
regard to this paragraph) exceeds whichever of the following is the 
greatest— 

(A) 15 percent of life insurance reserves at the end of the 
taxable year, 

(B) 25 percent of the amount by which the life insurance 
reserves at the end of the taxable year exceed the life insurance 
reserves at the end of 1958, or 

(C) 50 percent of the net amount of the premiums and other 
consideration taken into account for the taxable year under 

section 809(c)(1). 
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The amount so treated as subtracted, less the amount of the tax 
imposed with respect to such amount by reason of section 802(b)(3), 
shall be added to the shareholders surplus account as of the beginning 
of the succeeding taxable year. 

(e) Specrat Rove ror Certain MutvatizaTIons.— 

(1) In @enERAL.—For purposes of this section and section 
802(b) (3), any distribution to shareholders after December 31, 1958, 
mn SomnTes of stock pursuant to a plan of mutualization shall be 
treated— 

(A) first, as made out of paid-in capital and paid-in surplus, 
to the extent thereof, 

(B) thereafter, as made in two allocable parts— 

(i) one part of which is made out of the other accounts 
referred to in subsection (a)(3), and 

(iv) the remainder of which is a distribution to which 
subsection (a) applies. 

(2) SpecIAL RULES.— 

(A) Axztocarion rATI0.—The part referred to in paragraph 
(1) (B) (2) ts the amount which bears the same ratio to the amount 
to which paragraph (1)(B) applies as— 

(2) the excess (determined as of December 31, 1958, and 
adjusted as provided in subparagraph (B)) of the assets 
over the total liabilities, bears to 

(i) the sum (determined as of the beginning of the year 
of the distribution) of the excess described in clause (i), 
the amount in the shareholders surplus account, plus the 
amount in the policyholders surplus account. 

(B) ADJUSTMENT FOR CERTAIN DISTRIBUTIONS.—The excess 
described in subparagraph (A)(i) shall be reduced by the 
aggregate of the prior distributions which have been treated 
under subsection (a)(3) as made out of accounts other than the 
shareholders surplus account and the policyholders surplus 
account. 


Subpart E—Miscellaneous Provisions 


Sec. 817. Rules relating to certain gains and losses. 

Sec. 818. Accounting provisions. 

Sec. 819. Foreign life insurance companies. . 

Sec. 820. Optional treatment of policies reinsured under modified 
coinsurance contracts. 


SEC. 817. RULES RELATING TO CERTAIN GAINS AND LOSSES. 
(a) Treatment or Capitan Gains anv Losses, Erc.—lIn the case 
of a life insurance company— 
(1) in applying section 1231(a), the term “property used in the 
trade or business’’ shall be treated as including only— 

(A) property used in carrying on an insurance business, of a 
character which is subject to the allowance for depreciation 
provided in section 167, held for more than 6 months, and real 
property used in carrying on an insurance business, held for 
more than 6 months, which is not described in _ section 
1231(b)(1)(A), (B), or (C), and 

(B) property described in section 1231(6)(2), and 
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(2) in applying section 1221(2), the reference to property used in 
trade or business shall be treated as including only property used in 
carrying on an insurance business. 

(b) Garn on Property Herp on Decemser 31, 1958, anv CERTAIN 
SussriruTep Property AcqurrReD AFTER 1958.— 

(1) PRopeERTY HELD ON DECEMBER 31, 1958.—In the case of 
property held by the taxpayer on December 31, 1958, if— 

(A) the fair market value of such property on such date 
one the adjusted basis for determining gain as of such date, 
an 

(B) the taxpayer has been a life insurance company at all 
times on and after December 31, 1958, 

the gain on the sale or other disposition of such property shall be 
treated as an amount (not less than zero) eqtal to the amount by 
which the gain (determined without regard to this subsection) exceeds 
the difference between the fair market value on December 31, 1958, 
and the adjusted basis for determining gain as of such date. 

(2) CERTAIN PROPERTY ACQUIRED AFTER DECEMBER 31, 1968.— 
In the case of property acquired after December 31, 1958, and hav- 
ing @ substituted basis (unthin the meaning of section 1016(b))— 

(A) for purposes of paragraph (1), such property shall be 
deemed held continuously by the taxpayer since the beginning of 
the holding period thereof, determined with reference to section 
1228, 

(B) the fair market value and adjusted basis referred to in 
paragraph (1) shall be that of that property for which the holding 
period taken into account includes December 31, 1958, 

(C) paragraph (1) shall apply only if the property or prop- 
erties the holding periods of which are taken into account were 
held only by life insurance companies after December 31, 1958, 
during the holding periods so taken into account, 

(D) the difference between the fair market value and adjusted 
basis referred to in paragraph (1) shall be reduced (not less than 
zero) by the excess of (1) the gain that would have been recog- 
nized but for this subsection on all prior sales or dispositions 
after December 31, 1958, of properties referred to in subpara- 
graph (C), over (ii) the gain that was recognized on such sales 
or other dispositions, and 

(E) the ame of such property shall be determined as if the 
gain which would have been recognized but for this subsection 
were recognized gain. 

(3) Property perinep.—For purposes of paragraphs (1) and 
(2), the term “‘property’’ does not include insurance and annuity 
contracts (and contracts supplementary thereto) and property 
described in paragraph (1) of section 1221. 

(c) Limirarion on Capirat Loss Carryovers.—A net capital loss 
for any taxable year beginning before January 1, 1959, shall not be taken 
into account. 

(qd) Garin on Transactions Occurrina Prior to January 1, 
1959.—For purposes of this part, there shall be excluded any gain from 
the sale or exchange of a capital asset, and any gain considered as gain 
from the sale or exchange of a capital asset, resulting from sales or other 
dispositions of property prior to January 1, 1959. 
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(e) Certain Reinsurance Transactions 1n 1958.—For purposes 
of this part, the reinsurance in a single transaction, or in a series of 
related transactions, occurring in 1958, by a life insurance company of 
all of its life insurance contracts of a particular type, through the assump- 
tion by another company or companies of all liabilities under such con- 
tracts, shall be treated as a sale of a capital asset. 


SEC. 818. ACCOUNTING PROVISIONS. 


(a) Meruop or Accountine.—All computations entering into the 
determination of the taxes imposed by this part shall be made— 

(1) under an accrual method of accounting, or 

(2) to the extent permitted under regulations prescribed by the 
Secretary or his delegate, under a combination of an accrual method 
of accounting with any other method permitted by this chapter (other 
than the cash receipts and disbursements method). 

Except as provided in the preceding sentence, all such computations shall 
be made in a manner consistent with the manner required for purposes 
of the annual statement approved by the National Association of Insurance 
Commissioners. 

(b) AmorTizATION oF PREMIUM AND AccRvUAL or DiscounT.— 

(1) In eenvrat.—The appropriate items of income, deductions, 
and adjustments under this part shall be adjusted to reflect the appro- 
priate amortization of premium and the appropriate accrual of dis- 
count attributable to the taxable year on bonds, notes, debentures, or 
other evidences of indebtedness held by a life insurance company. 
Such amortization and accrual shall be determined— 

(A) in accordance with the method regularly employed by 
such company, if such method is reasonable, and 

(B) in all other cases, in accordance with regulations pre- 
scribed by the Secretary or his delegate. 

(2) SpreraL RULES.— 

(A) AMORTIZATION OF BOND PREMIUM.—In the case of any 
bond (as defined in section 171(d)) acquired after December 31, 
1957, the amount of bond premium, and the amortizable bond 
premium for the taxable year, shall be determined under section 
171(b) as if the election set forth in section 171(c) had been 
made. 

(B) ConvERTIBLE EVIDENCES OF INDEBTEDNESS.—In no 
case shall the amount of premium on a convertible evidence of 
indebtedness include any amount attributable to the conversion 
Jeatures of the evidence of indebtedness. 

(c) Lire Insurance Reserves CompuTep on PRELIMINARY 
Term Basis.—For purposes of this part (other than section 801), at 
the election of the taxpayer the amount taken into account as life insurance 
reserves with respect to contracts for which such reserves are computed on 
a preliminary term basis may be determined on either of the following 
bases: 

(1) Exact revatuatTion.—As if the reserves for all such con- 
tracts had been computed on a net level premium basis (using the 
same mortality assumptions and interest rates for both the prelim- 
inary term basis and the net level premium basis). 

(2) APPROXIMATE REVALUATION.—The amount computed with- 
out regard to this subsection— 
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(A) increased by $21 per $1,000 of insurance in force 
(other than term insurance) under such contracts, less 2.1 
percent of reserves under such contracts, and 
(B) increased by $5 per $1,000 of term-insurance in force 
under such contracts which at the time of issuance cover a period 
of more than 15 years, less 0.5 percent of reserves under such 
contracts. 
If the taxpayer makes an election under either paragraph (1) or (2) for 
any taxable year, the basis adopted shall be adhered to in making the 
computations under this part (other than section 801) for the taxable 
year and all subsequent taxable years unless a change in the basis of 
computing such reserves is approved by the Secretary or his delegate, 
except that if, pursuant to an election made for a taxable year beginning 
in 1958, the basis adopted is the basis provided in“paragraph (2), the 
taxpayer may adopt the basis provided by paragraph (1) for its first 
taxable year beginning after 1958. 

(d) Suorr Taxapce Yerars.—lIf any return of a corporation made 
under this part is for a period of less than the entire calendar year (referred 
to in this subsection as ‘‘short period’), then section 448 shall not apply in 
respect of such period, but— 

(1) the taxable investment income and the gain or loss from opera- 
tions shall be determined, under regulations prescribed by the 
Secretary or his delegate, on an annual basis by a ratable daily 
projection of the appropriate figures for the short period, 

(2) that portion of the life insurance company taxable income 
described in paragraphs (1) and (2) of section 802(b) shall be 
determined on an annual basis by treating the amounts ascertained 
under paragraph (1) as the taxable investment income and the gain 
or loss from operations for the taxable year, and 

(3) that portion of the life insurance company taxable income 
described in paragraphs (1) and (2) of section 802(b) for the short 
period shall be the amount which bears the same ratio to the amount 
ascertained under paragraph (2) as the number of days in the 
short period bears to the number of days in the entire calendar year. 

(e) TranwsirionaL Rote ror CHanaes 1n Meruop or Account- 
ING. 

(1) In Generat.—If the method of accounting required to be 
used in computing the taxpayer's taxes under this part for the taxable 
year 1958 is different from the method used in computing its taxes 
under this part for 1957, then there shall be ascertained the net 
amount of those adjustments which are determined (as of the close 
of 1957) to be necessary solely by reason of the change to the method 
required by subsection (a) in order to prevent amounts from being 
duplicated or omitted. The amount of the taxpayer's tax for 1957 
shall be recomputed (under the law applicable to 1957, modified as 
provided in paragraph (4)) taking into account an amount equal to 
Ko of the net amount of the adjustments determined under the pre- 
ceding sentence. The amount of increase or decrease (as the case 
may be) referred to in paragraph (2) or (3) shall be the amount of the 
increase or decrease ascertained under the preceding sentence, 
multiplied by 10. 

(2) TREATMENT OF DECREASE.—For purposes of subtitle F, if 
the recomputation under paragraph (1) results in a decrease, the 
amount thereof shall be a decrease in the tax imposed for 1957; 
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except that for purposes of computing the period of limitation on the 
making of refunds or the allowance of credits with respect to such 
overpayment, the amount of such decrease shall be treated as an 
overpayment of tax for 1959. No interest shall be paid, for any 
period before March 16, 1960, on any overpayment of the tax 
umposed for 1957 which is attributable to such decrease. 
(3) TREATMENT OF INCREASE.— 
(A) In @enerAL.—For purposes of subtitle F (other than 
sections 6016 and 66565), if the recomputation under paragraph 
(1) results in an increase, the amount thereof shall be treated as 
a tax imposed by this subsection for 1959. Such tax shall be 
payable in 10 equal annual installments, beginning with 
March 16, 1960. 
(B) Specrat ruLEs.—For purposes of subparagraph (A)— 

(i) No interest shall be paid on any installment described 
in subparagraph (A) for any period before the time pre- 
scribed in such subparagraph for the payment of such 
installment. 

(iz) Section 6152(c) (relating to proration of deficiencies 
to installments) shall apply. 

(iat) In applying section 6502(a)(1) (relating to collec- 
tion after assessment), the assessment of any installment 
described in subparagraph (A) shall be treated as made at 
the time prescribed by such subparagraph for the payment 
of such installment. 

(iv) Except as provided in section 381(c)(22), if for any 
taxable year the taxpayer is not a life insurance company, 
the time for payment of any remaining installments 
described in subparagraph (A) shall be the date (deter- 
mined without regard to any extension of time) for filing 
the return for such taxable year. 

(4) MopiricaTions OF 1957 TAX cCOMPUTATION.—In recom- 

puting the taxpayer’s tax for 1957 for purposes of paragraph (1)— 

(A) section 804(b) (as in effect for 1957) shall not apply with 

respect to any amount required to be taken into account by such 

paragraph, and 

(B) the amount of the deduction allowed by section 805 (as 

in effect for 1957) shall not be reduced by reason of any amount 
required to be taken into account by such paragraph. 

(f) Deniat or Douste Depuctrions.—Nothing in this part shall 
permit the same item to be deducted more than once under subpart B and 
once under subpart C. 

SEC. 819. FOREIGN LIFE INSURANCE COMPANIES. 

(a) Carrying on Uwnirep Srares Insurance Bustness.—A 
foreign life insurance company carrying on a life insurance business 
within the United States, if with respect to its United States business it 
would qualify as a life insurance company under section 801, shall be 
taxabie on the United States business of such company in the same manner 
as a domestic life insurance company. 

(b) ApsusrmentT Wuere Suretus Herp 1n Unirep Srares Is 
Less Tuan Speciriep Minimum. 

(1) In eeneraL.—In the case of any company described in 
subsection (a), if the minimum figure determined under paragraph 
(2) exceeds the surplus held in the United States, then— 
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(A) the amount of the policy and other contract liability re- 
quirements (determined under section 805 without regard to 
this subsection), and 

(B) the amount of the required interest (determined under 
section 809(a)(2) without regard to this subsection), 


shall each be reduced by an amount determined by multiplying such 
excess by the current earnings rate (as defined in section 805(b)(1)). 
(2) Derinirions.—For purposes of paragraph (1)\— 


(A) The minimum figure is the amount determined by multi- 
plying the taxpayer’s iotal insurance liabilities on United States 
business by— 

(i) im the case of a taxable year beginning before Jan- 
uary 1, 1959, 9 percent, and ' 
(12) in the case of a taxable year beitning after December 
31, 1958, a percentage for such year to be determined and 
proclaimed . the Secretary or his delegate. 
The percentage determined and proclaimed by the Secretary or 
his delegate under clause (it) shall be based on such data with 
respect to domestic life insurance companies for the preceding 
taxable year as the Secretary or his delegate considers representa- 
tive. Such percentage shall be computed on the basis of a ratio 
the numerator of which is the excess of ihe assets over the total 
insurance liabilities, and the denominator of which is the total 
insurance liabilities. 

(B) The surplus held in the United States is the excess of the 
assets held in the United States over the total insurance liabilities 
on United States business. 


For purposes of this paragraph and subsection (c), the term “‘total 

insurance liabilities’? means the sum of the total reserves (as defined 

in section 801(c)) plus (to the extent not included in total reserves) 

the items referred to in paragraphs (3), (4), and (5) of section 810(c). 
(c) DisrripuTions TO SHAREHOLDERS.— 

(1) In aenerat.—In applying sections 802(b)(3) and 816 for 
purposes of subsection (a), the amount of the distributions to share- 
holders shall be determined by multiplying the total amount of the 
distributions to shareholders (within the meaning of section 8165) 
of the foreign life insurance company by whichever of the following 
percentages is selected by the taxpayer for the taxable year: 


(A) the percentage which the minimum figure for the taxable 
year (determined under subsection (b)(2)(A)) is of the excess of 
the assets of the company over the total insurance liabilities; or 

(B) the percentage which the total insurance liabilities on 
United States business for the taxable year is of the company’s 
total insurance liabilities. 


(2) DisTRIBUTIONS PURSUANT TO CERTAIN MUTUALIZATIONS.— 
In applying section 815(e) for purposes a subsection (a)— 


(A) the paid-in capital and paid-in surplus referred to in 
section 815(e)(1)(A) of a foreign life insurance company is the 
portion of such capital and surplus determined by multiplying 
such capital and surplus by the percentage selected for the 
taxable year under paragraph (1); and 

(B) the excess referred to in section 815(e)(2)(A) (i) (without 
the adjustment provided by section 815(e)(2)(B)) is whichever 
of the following 1s the greater: 
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(i) the minimum. figure for 1958 determined under 
subsection (b)(2)(A), or 

(11) the surplus described in subsection (b)(2)(B) 
(determined as of December 31, 1958). 

(d) No Unirep Srares Insurance Business.—Foreign life insur- 
ance companies not carrying on an insurance business within the United 
States shall not be. tazable under this part but shall be taxable as other 
foreign corporations. 

SEC. 820. OPTIONAL TREATMENT OF POLICIES REINSURED UNDER 

MODIFIED COINSURANCE CONTRACTS. 

(a) In Generat.— 

(1) TreaTMENT AS REINSURED UNDER CONVENTIONAL COIN- 
SURANCE conrRract.—Under regulations prescribed by the Seere- 
tary or his delegate, an insurance or annuity policy reinsured under 
a modified coinsurance contract (as defined in subsection (b)) shall 
be treated, for purposes of this part (other than for purposes of see- 
tion 801), as if such policy were reinsured under a conventional 
coinsurance contract. 

(2) ConSENT OF REINSURED AND REINSURER.—Paragraph (1) 
shall apply to an insurance or annuity policy reinsured under a 
modified coinsurance contract only if the reinsured and reinsurer 
consent, in such manner as the Secretary or his delegate shall prescribe 
by regulations— 

(A) to the application of paragraph (1) to all insurance and 
annuity policies reinsured under such modified coinsurance 
contract, and 

(B) to the application of the rules provided by subsection (c) 
and the rules prescribed under such subsection. 

Such consent, once given, may not be rescinded except with the 
approval of the Secretary or his delegate. 

(6) Derrnirion or Mopirrep Cornsvrance Conrract.—For pur- 
poses of this section, the term “modified coinsurance contract”? means an 
indemnity reinsurance contract under the terms of which— 

(1) a life insurance company (hereinafter referred to as “the 
reinsurer’’) agrees to indemnify another life insurance company 
(hereinafter referred to as ‘the reinsured’’) against a risk assumed 
by the reinsured under the insurance or annuity policy reinsured, 

2) the reinsured retains ownership of the assets in relation to the 
reserve on the policy reinsured, 

(3) all or part of the gross investment income derived from such 
assets is paid by the reinsured to the reinsurer as a part of the con- 
sideration for the reinsurance of such policy, and 

(4) the reinsurer 18 obligated for expenses incurred, and for 
Federal income taxes imposed, in respect of such gross investment 
income. 

(c) Specirat Rotes.—Under regulations prescribed by the Secretary 
or his delegate, in applying subsection (a) (1) unth respect to any insurance 
or annuity policy the following rules shall (to the extent not improper under 
the terms of the modified coinsurance contract under which such policy 1s 
reinsured) be applied in respect of the amount of such policy reinsured: 

(1) PREMIUMS AND GROSS INVESTMENT INCOME.—The premiums 
(to the extent allocable to the participation of the reinsurer therein) 
received for the policy reinured shall be treated as received by the 
reinsurer and not by the reinsured. The gross investment income (to 








I 
ul 
) 


er 


he 


ud 
ce 


the 
ny 
ved 
the 


uch 
on- 


for 
vent 


ary 
nce 
uder 
y 18 
ums 
ein) 
| the 
e (to 


LIFE INSURANCE COMPANY INCOME TAX ACT OF 1959 12] 


theYextent allocable to the participation of the reinsurer therein) 
derived from the assets in relation to the reserve on the policy rein- 
sured shall be treated as gross investment income of the reinsurer and 
not of the reinsured. The gross investment income so treated shall 
be considered as derived proportionately from each of the various 
sources of gross investment income of the reinsured. 

(2) CAPITAL GAINS AND Losses.—The gains and losses from sales 
and exchanges of capital assets, and gains and losses considered as 
gains and losses on sales and exchanges of capital assets, of the 
reinsured shall (to the extent of the participation therein by the 
reinsurer under the terms of the modified coinsurance contract) be 
treated as gains and losses from sales and exchanges of capital assets 
of the reinsurer and not of the reinsured. 5 

(3) Reserves AND AsseTs.—The reserve oft the policy reinsured 
shall be treated as a part of the reserves of the reinsurer and not of the 
reinsured, and the assets in relation to such reserve shall be treated as 
owned by the reinsurer and not by the reinsured. 

(4) Expenses.—The expenses (to the extent reimbursable by the 
reinsurer) incurred with respect to the policy reinsured and with 
respect to the assets referred to in paragraph (3) shall be treated as 
incurred by the reinsurer and not by the reinsured. 

(5) Divipenps To poticynoLtpers.—The dividends to policy- 
holders paid in respect of the policy reinsured shall be treated as paid 
by the reinsurer and not by the reinsured. For purposes of the pre- 
ceding sentence, the amount of dividends to policyholders treated as 
paid by the reinsurer shall be the amount paid, in respect of the 
policy reinsured, by the reinsurer to the reinsured as reimbursement 
for dwidends to policyholders paid by the reinsured. This paragraph 
shall also apply in respect of an insurance or annuity policy reinsured 
under a conventional coinsurance contract. 

(6) REIMBURSEMENT FOR 19657 FEDERAL INCOME TAX.—Any 
amount paid in 1958 or any subsequent year by the reinsurer to the 
reinsured as reimbursement for Federal income taxes imposed for a 
taxable year beginning in 1957 or any preceding taxable year shall 
not be taken into account by the reinsured as an item under section 
809(c) or by the reinsurer as a deduction under section 809(d). 

(7) RuLES PRESCRIBED BY THE SECRETARY.—Such other rules 
as may be prescribed by the Secretary or his delegate. 

In applying the rules provided by paragraphs (1), (2), (8), (4), (6), and 
(6) and the rules prescribed under paragraph (7), an item shall be taken 
into account as income only once under subpart B and only once under 
subpart C by both the reinsured and the reinsurer, and an item shall be 
allowed as a deduction only once under subpart B and only once under 
subpart C to both the reinsured and the reinsurer. 


SEC. 841. CREDIT FOR FOREIGN TAXES. 


The taxes imposed by foreign countries or possessions of the United 
States shall be allowed as a credit against the tax of a domestic insur- 
ance company subject to the tax imposed by section 802, [811,] 821, 
or 831, to the extent provided in the case of a domestic corporation in 
section 901 (relating to foreign tax credit). For purposes of the pre- 
ceding sentence, the term “taxable income” as used in section 904 
means— 
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[(1) in the case of the tax imposed by section 802 or 811, the 
net investment income (as defined in section 803(c) ).J 
(1) in the case of the tax imposed by section 802, the life insurance 
company taxable income (as defined in section 802(b) ), and 
(2) in the case of the tax imposed by section 831, the taxable 
income (as defined in section 832 (a) ). 
SEC. 842. COMPUTATION OF GROSS INCOME. 

The gross income of insurance companies subject to the tax imposed 
by section 802, [811,] or 831 shall not be determined in the manner 
provided in part I of subchapter N (relating to determination of 
sources of income). 

as & s “ e * * 


SEC. 891. DOUBLING OF RATES OF TAX ON CITIZENS AND CORPORA. 
TIONS OF CERTAIN FOREIGN COUNTRIES. 

Whenever the President finds that, under the laws of any forei 
country, citizens or corporations of the United States are being sub- 
jected to discriminatory or extraterritorial taxes, the President shall 
so proclaim and the rates of tax imposed by sections 1, 3, 11, 802, 
[811,] 821, 831, 852, 871, and 881 shall, for the taxable year during 
which such proclamation is made and for each taxable year thereafter, 
be doubled in the case of each citizen and corporation of such foreign 
country; but the tax at such doubled rate shall be considered as 
imposed by such sections as the case may be. In no case shall this 
section operate to increase the taxes imposed by such sections (com- 
puted without regard to this section) to an amount in excess of 80 
percent of the taxable income of the taxpayer (computed without 
regard to the deductions allowable under section 151 and under part 
vill of subchapter B). Whenever the President finds that the laws 
of any foreign ae with respect to which the President has made a 
proclamation under the preceding provisions of this section have been 
modified so that discriminatory and extraterritorial taxes applicable 
to citizens and corporations of the United States have been removed, 
he shall so proclaim, and the provisions of this section providing for 
doubled rates of tax shall not apply to any citizen or corporation of 
such foreign country with respect to any taxable year beginning after 
such proclamation is made. 

a * * a * * * 


SEC. 1016. ADJUSTMENTS TO BASIS. 
(a) GeneRAL Ruie.—Proper adjustment in respect of the property 
shall in all cases be made— 

(1) for expenditures, receipts, losses, or other items, properly 
chargeable to capital account, but no such adjustment shall be 
made— 

(A) for taxes or other carrying charges described in section 
266, or 
(B) for expenditures described in section 173 (relating to 
circulation expenditures), 
for which deductions have been taken by the taxpayer in deter- 
mining taxable income for the taxable year or prior taxable years; 

(2) in respect of any period since Shomer 28, 1913, for ex- 
haustion, wear and tear, obsolescence, amortization, and deple- 
tion, to the extent of the amount— 
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(A) allowed as deductions in computing taxable income 
under this subtitle or prior income tax laws, and 
(B) resulting (by reason of the deductions so allowed) in a 
reduction for any taxable year of the taxpayer’s taxes under 
this subtitle (other than chapter 2, relating to tax on self- 
employment income), or prior income, war-profits, or excess- 
profits tax laws, 
but not less than the amount allowable under this subtitle or 
prior income tax laws. Where no method has been adopted 
under section 167 (relating to depreciation deduction), the amount 
allowable shall be determined under section 167(b)( 1). Subpar- 
agraph (B) of this paragraph shall not apply in respect of any 
period since February 28, 1913, and before January 1, 1952, 
unless an election has been made under section 1020. © Where for 
any taxable year before the taxable year-I932 the depletion 
allowance was based on discovery value or a percentage of in- 
come, then the adjustment for depletion for such year shall be 
based on the depletion which would have been allowable for such 
year if compares without reference to discovery value or a 
percentage oI income; 
(3) in respect of any period— 
(A) before March 1, 1913, [and] 
(B) since February 28, 1913, during which such property 
was held by a person or an ‘organization not subject to 
income taxation under this chapter or prior income tax laws, 


and 

(C) since eee 28, 1918, er: pvore January 1, 1958, 
during which sue operty was held by a person ales to tax 
under part I of ube hapter L (or the corresponding provisions 
of prior income tax laws), to the extent that paragraph (2) does 
not apply, 

for exhaustion, wear and tear, obsolescence, amortization, and 

depletion, to the extent sustained; 

* * * * * x * 


(17) in the case of any evidence of indebtedness referred to in 
section 818(b) (relating to amortization of premium and accrual of 
discount in the case g life insurance companies), to the extent of the 
adjustments required under section 818(b) (or the corresponding 
provisions of prior income tax laws) for the taxable year and all 
prior taxable years; 

+ * * * « * *« 


SEC. 1201. ALTERNATIVE TAX. 


(a) CorPORATIONS. —If for any taxable year the net long-term 
capital gain of any corporation exceeds the net short-term capital 
loss, then, in lieu of the tax imposed by sections 11, 511, [802(a),] 
821 (a) (1) or (b), and 831(a), there is hereby imposed a tax (if such 
tax is less than the tax imposed by such sections) which shall consist 
of the sum of— 

(1) a partial tax computed on the taxable income reduced by 
the amount of such excess, at the rates.and in the manner as if 
this subsection had not been enacted, and 
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(2) an amount equal to 25 percent of such excess, or, in the case 
of a taxable year beginning before April 1, 1954, an amount equal 
to 26 percent of such excess. 

In the case of a taxable year beginning before April 1, 1954, the amount 
under paragraph (2) shall be determined without regard to section 21 
(relating to effect of change of tax rates). 


+ * * * * x * 


(c) Lire Insurance CoMPANIES.— 


For alternative tax in case of life insurance companies, see 
section 802(a)(2). 


a * a. ~ * * * 


SEC. 1232. BONDS AND OTHER EVIDENCES OF INDEBTEDNESS. 

(a) GeneRAL Rutze.—For purposes of this subtitle, in the case of 
bonds, debentures, notes, or certificates or other evidences of indebted- 
ness, which are capital.assets in the hands of the taxpayer, and which 
are issued by any corporation, or government or political subdivision 
thereof— 

(1) Rerrrement.—Amounts received by the holder on retire- 
ment of such bonds or other evidences of indebtedness shall be 
considered as amounts received in exchange therefor (except 
that in the case of bonds or other evidences of indebtedness issued 
before January 1, 1955, this paragraph shall apply only to those 
issued with interest coupons or in registered form, or to those in 
such form on March 1, 1954). 

(2) SALE OR EXCHANGE.— 

(A) GENERAL RULE.—Except as provided in subparagraph 
(B), upon sale or exchange of bonds or other evidences of 
indebtedness issued after December 31, 1954, held by the 
taxpayer more than 6 months, any gain realized which does 
not exceed— 

(i) an amount equal to the original issue discount (as 
defined in subsection (b)), or 
(ii) if at the time of original issue there was no 
intention to call the bond or other evidence of indebted- 
ness before maturity, an amount which bears the same 
ratio to the original issue discount (as defined in sub- 
section (b)) as the number of complete months that the 
bond or other evidence of indebtedness was held by the 
taxpayer bears to the number of complete months from 
the date of original issue to the date of maturity. 
shall be considered as gain from the sale or exchange of 
property which is not a capital asset. Gain in excess of 
such amount shall be considered gain from the sale_or ex- 
change of a capital asset held more than 6 months. 

(B) Excnptions.—This paragraph shall not apply to— 

(i) obligations the interest on which is not includible 
in gross income under section 103 (relating to certain 
governmental obligations), or 

(ii) any holder who has purchased the bond or other 
evidence of indebtedness at a premium. 

[(C) Eviction as To 1ncLustion.—In the ease of obliga- 
tions with respect to which the taxpayer has made an election 
provided by section 454 (a) and (c) (relating to accounting 
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rules for certain obligations issued at a discount), this section 
shall not require the inclusion of any amount previously 
includible in gross income. ] 

(C) DousLe INCLUSION IN INCOME NOT REQUIRED.—This 
section shall not require the inclusion of any amount previously 
includible in gross income. 

* * * * x x ~ 


SEC. 1504. DEFINITIONS. 


(a) DEFINITION oF “AFFILIATED Group’’.—As used in this chap- 
ter, the term ‘‘affiliated group” means one or more chains of includ- 
ible corporations connected through stock ownership with a common 
parent corporation which is an includible corporation if— 

(1) Stock possessing at least 80 percent of the voting power of 
all classes of stock and at least 80 percent of each class of the 
nonvoting stock of each of the includible corporations (except 
the common parent corporation) is owned directly by one or 
more of the other includible corporations; and 

(2) The common parent corporation owns directly stock pos- 
sessing at least 80 percent of the voting power of all classes of 
stock and at least 80 percent of each class of the nonvoting stock 
of at least one of the other includible corporations. 

As used in this subsection, the term ‘stock’ does not include non- 
voting stock which is limited and preferred as to dividends. 

(b) DerrnitTIon or “INCLUDIBLE CorPORATION’’.—As used in this 
chapter, the term “includible corporation’? means any corporation 
except— 

(1) Corporations exempt from taxation under section 501. 

(2) Insurance companies subject to taxation under section 802, 
([811,] or 821. 

(3) Foreign corporations. 

(4) Corporations entitled to the benefits of section 931, by 
reason of receiving a large percentage of their income from 
sources within possessions of the United States. 

(5) Corporations organized under the China Trade Act, 1922. 

(6) Regulated investment companies subject to tax under sub- 
chapter M of chapter 1. 

(7) Unincorporated business enterprises subject to tax as cor- 
porations under section 1361. 

Paar electing small business corporation (as defined in section 
1371(b)). 


* * * * * * * 


SEC. 4371. IMPOSITION OF TAX. 


There is hereby imposed, on each policy of insurance, indemnity 
bond, annuity contract, or policy of reinsurance issued by any foreign 
insurer or reinsurer, a tax at the following rates: 

(1) CASUALTY INSURANCE AND INDEMNITY BONDS.—F our cents 
on each dollar, or fractional part thereof, of the premium charged 
on the policy of casualty insurance or the indemnity bond, if 
issued to or for, or in the name of, an insured as defined in section 
4372(d); 

(2) Lirg INSURANCE, SICKNESS, AND ACCIDENT POLICIES, AND 
ANNUITY CONTRACTS.—One cent on each dollar, or fractional part 
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thereof, of the premium charged on the policy of life, sickness, 
or accident insurance, or annuity contract, unless the insurer is 
subject to tax under section [816] 819; 

(3) Rernsurancy.—One cent on each dollar, or fractional part 
thereof, of the premium charged on the policy of reinsurance 
covering any of the contracts taxable under paragraph (1) or (2), 
of * * * * * e 

SEC. 6501. LIMITATIONS ON ASSESSMENT AND COLLECTION. 

(a) GENERAL Rute.—Except as otherwise provided in this section, 
the amount of any tax imposed by this title shall be assessed within 
3 years after the return was filed (whether or not such return was filed 
on or after the date prescribed) or, if the tax is payable by stamp, 
at any time after such tax became due and before the expiration of 
3 years after the date on which any part of such tax was paid, and 
no proceeding in court without assessment for the collection of such 
tax shall be begun after the expiration of such period. 


of * * * x * * 
(c) Exceprions.— 
* * x * * * * 


(6) TAX RESULTING FROM CERTAIN DISTRIBUTIONS OR FROM 
TERMINATION AS LIFE INSURANCE COMPANY.—ZIn the case of any 
tax imposed under section 802(a)(1) by reason of section 802(b)(3) 
on account of a termination of the taxpayer as an insurance company 
or as a life insurance company to which section 815(d)(2)(A) applies, 
or on account of a distribution by the taxpayer to which section 
815(d)(2)(B) applies, such tax may be assessed within 3 years after 
the return was filed (whether or not such return was filed on or after 
the date prescribed) for the taxable year for which the taxpayer ceases 
to be an insurance company, the second taxable year for which the 
taxpayer is not a life insurance company, or the taxable year in 
which the distribution is actually made, as the case may be. 
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VI. SUPPLEMENTAL VIEWS ON H.R. 4245 


It has been, and is, a matter of wise public policy in the United 
States to encourage individual and group participation in various 
forms of life insurance and other forms of social security. It has long 
been felt that individuals should be encouraged to provide for future 
contingencies, both for themselves and for their dependents. The 
Federal Government has contributed toward the fulfillment of this 

ublic policy objective by granting special tax concessions to bene- 
Siciaries of life insurance policies. 

While it may be desirable to give favorable tax treatment in certain 
instances to policy beneficiaries, it is neither necessary nor advisable 
to provide unduly favorable tax treatment for life insurance companies. 

There is no testimony in the record of the hearing on this bill to 
indicate a need on the part of the life insurance industry for favorable 
tax treatment. On the contrary, all evidence indicates that the life 
insurance industry enjoys a high degree of prosperity, with many 
new companies entering the field every year. The industry appears to 
be on a sound, profit able footing and is undergoing rapid expansion. 
In the absence of a demonstrated need, then, for favorable tax treat- 
ment, the primary objective of a special law for the taxation of life 
insurance companies is to define what may properly be considered 
net income or net gain from the operation of a life insurance company. 
After a determination of the proper tax base, the life insurance com- 
pany should be taxed on its corporate profits at current rates as is any 
other corporation. To do less would be unfair to other taxpayers 
who would be thus required to bear a disproportionately greater share 
of the tax burden. 

It has often been said that the life insurance industry is unique and 
that life insurance companies could not be fitted into the regular 
corporate tax pattern. 

The traditional life insurance policy is a contract between the 
insured and the company, which contract contemplates the accumula- 
tion of a fund which is to be invested, usually in long-term invest- 
ments, and which will be increased each year by the addition of a 
portion of the return from these investments as well as by the addi- 
tion of a part of each year’s premium. Typically, this contract also 

cifies certain fixed or determinable benefits which will accrue to 
the insured or his beneficiaries. Because of the importance of long- 
term investments, variations in risks, and the long-term nature of the 
policy of insurance, it is said to be difficult to determine the true net 
gain for any given company for any given year. 

For these reasons, every tax law applicable to life insurance com- 
panies since 1921 has taxed only a portion of the net investment 
income of the company. This was, perhaps, a reasonable approach 
as long as ordinary life and annuities were the types of policies written. 

More and more, however, in recent years, the type of policy has been 
undergoing change. Today, approximately 40 percent of life in- 
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surance in force constitutes the term insurance element in policies. 
More and more, accident and health, industrial, credit, and other low 
reserve and specialty lines are being written. The underwriting 
profits from these lines are often far larger than the return from long- 
term investments. In view of all these facts, fairness and equity 
require that all true profits of life insurance companies, not just a 
small portion of net investment income, be subject to normal tax 
liability. 

It is our opinion that, although a special bill is necessary to fit life 
insurance company operations, special concessions are not called for, 
The bill H.R. 4245, as it was passed by the House of Representatives, 
is a vast improvement over existing law. Indeed, it is a vast improve- 
ment over any of the life insurance company tax laws which have been 
enacted since 1921. Even so, the House bill is quite generous in its 
treatment of life insurance companies and, in certain important 
respects, it has been made more so by amendments adopted by the 
Senate Finance Committee. 

There are three areas in particular in which the measure, as amended 
by the Finance Committee, should be strengthened. In two of these 
areas, Finance Committee action has weakened the bill. In the third, 
the bill has been strengthened but not realistically so. These areas 
are: 

1. The computation of the ‘deduction rate” in phase 1. 

2. The establishment of a ceiling for the policyholders surplus 
account in phase 3. 

3. The delay in the application of phase 2 and phase 3. 


THE DEDUCTION RATE 


Although the bill H.R. 4245 appears to provide for a tax on the total 
net gain from operations, it is so constructed that the tax on invest- 
ment income is of primary importance for most companies. This is 
particularly true for mutual life insurance companies; indeed, for the 
typical mutual life insurance company, the tax on net investment in- 
come, the so-called phase 1 tax, is the only tax which the company will 
likely pay under this bill. Of the $558 million estimated revenue for 


1958 which this bill as passed by the House of Representatives would - 


bring in, $518 million would come from the phase 1 portion of the tax. 
The correctness of the computation of this portion of the tax, then, is 
the first step in insuring an equitable tax law. 

The key to the computation of this portion of the tax is the “policy 
and other contract liability requirements” in the case of investment 
income. The remainder of the taxable net investment income is the 
phase 1 tax base, to which the current corporate rate is applied. 

When the premium for an insurance policy is computed, one of the 
factors taken into consideration is the earning rate which the compan 
expects to enjoy during the time the policy reserves are invested. 
Insofar as it is possible to do so by tax forbearance, the Federal Gov- 
ernment has sought to insure that reserves are built up by the company 
for the protection of the insured. For this reason, all tax formulas 
based on investment income have provided for the deduction from the 
tax base (or the setting aside) of this reserve buildup. 

The amount which should be exempt from taxation in order that 
it may be added to the reserve fund for the protection of the policy- 
holders is theoretically computed by multiplying the amount of the 











Ww we oF EE hUhrtlhUl'! 


ww 


1e 


LIFE INSURANCE COMPANY INCOME TAX ACT OF 1959 129 


current reserve by the “assumed” rate which was used in computing 
the premium. As a matter of practice, however, according to testi- 
mony before the committee, the rate of return actually expected by 
the company when the premium was computed may vary materially 
from the ‘“‘assumed”’ rate, the “assumed”’ rate being used primarily 
to compute the rate of reserve buildup necessary to satisfy State 
requirements of safety and liquidity. 

he methods which have been used in past laws to determine the 
proper deduction have varied, but usually have been based on some 
sort of “global” approach. The so-called 1955 formula, for example, 
assumed that each company needed approximately 85 percent of its 
net investment income for additions to reserves. The law which was 
in effect during 1958, the so-called 1942 formula, provided for a very 
complicated and variable deduction rate which was recomputed on a 
“slobal’’ basis from year to year. This formula yielded no tax for 
1948, for example, but for 1958 would yield approximately $500 
million. It bears little relation to the actual needs of any given 
company. 

The bill H.R. 4245, as passed by the House of Representatives, 
provides for a modified “global” approach. In this case, the deduc- 
tion rate (average earnings rate under the Finance Committee amend- 
ments) is computed by averaging the individual company’s earning 
rate with the individual company’s assumed rate or an industry 
assumed rate. This, too, bears little relation to the real needs of the 
company. As earning rates go up, the needs of the company do not 
increase accordingly, needs being fixed by the terms of existing policies. 

The amendment adopted by the Finance Committee bears even 
less relationship to reality. This modified so-called Menge formula 
assumes that the company needs a deduction which is measured by 
its actual earnings. ‘To compensate for a higher earning rate the 
reserves are recomputed, supposedly on the basis of this higher earning 
rate. 

Several actuaries have attempted to explain and justify the in- 
creased deduction given by this formula. The fact remains that this 
method of computation bears no relationship to the company’s needs 
as shown by the company’s own books. The recomputation of re- 
serves does not compensate for the increase in deduction rate. It 
can readily be seen that an increase of 50 percent in the deduction 
rate (in the case of a company with an assumed rate of 2 percent and 
an earning rate of 3 percent) is not compensated for by reducing the 
reserves by 10 percent. The product of the earning rate and recom- 
puted reserves will be greater than the product of the assumed rate 
and the actual reserves. 

As the actual earning rate advances the deduction increases further 
and further beyond the actual need for reserve buildup. This is true 
of the modified Menge formula adopted by the committee, the pure 
Menge formula, and the formula adopted by the House of Representa- 
tives. Of the three, the formula adopted by the House, though itself 
considerebly short of reality, gives the smallest deduction, and the 
one closest to actual requirements under current conditions. This is 
true because, in the formula adopted by the House of Representatives 
in arriving at the deduction rate, the current earning rate is averaged 
with a constant—either the company or the industry assumed rate. 
Averaging a variable with a constant decreases by one-half the effect 
of changes in the variable. 
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The following table shows the deduction which would be allowed 
for each hundred dollars of reserves under the various formulas which 
have been discussed. Let us consider a typical company having an 
assumed rate of 2% percent and earning rates as follows: 


Percent Percent 
BO es Ba tiaar ia) ween Gd Bi ees 26aeu = s6- <ioci ~eds-ecineasaeell 
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Let us further assume that the industry assumed rate is 3 percent. 
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This table illustrates two interesting points. First, both the 
formula adopted by the Finance Committee and the Menge formula 
provide larger deductions than the formula adopted by the House of 
Representatives. Second, the increase in the deduction, for a given 
interest rate increase, is greater in both the Finance Committee and 
the Menge formulas, the increase for the Menge formula being almost 
twice the increase under the House of Representatives formula. As 
interest rates continue to rise, or even if they level off at the present 
high average rate, the formula adopted by the Senate Finance Com- 
mittee will approach the pure Menge formula in behavior. The addi- 
tional deduction given to the life insurance industry by the formula 
adopted by the Finance Committee will amount to more than $43 
million this year, perhaps much more in later years. A small portion 
of this extra deduction will, of course, be recovered from stock life 
insurance companies under the phase 2 tax. Practically none of it 
will be recovered from the large mutual companies. This is an 
unjustified tax favor. 

We feel that the formula in the bill as passed by the House of 
Representatives should be retained, at the very least. 


POLICYHOLDERS SURPLUS ACCOUNT 


The justification for currently taxing only one-half the net gain 
from operations in phase 2 is said to rest on the premise that it is 
difficult to determine for any given year the actual income of a life 
insurance company. In order that the income on which tax is not 
currently paid will eventually be taxed, in part, the bill H.R. 4245 
provides certain ceilings or “‘triggering”’ limits for this account. 

These limits are divided into two classes. First is the provision 
for taxing amounts transferred from the account for the purpose of 
paying stockholders dividends. ‘This ‘‘triggering”’ limit is, of course, 
wholly under the control of the company. If the company chooses 
to pay stockholder dividends only to the extent of available funds on 
which the tax has already been paid, it can retain this untaxed amount 
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indefinitely as a surplus fund on which further expansion can be 
based. The company thus has the ability, to some extent, to deter- 
mine its own tax liability for any given year. 

The second class of limits consists of those which are not under the 
control of the company. The bill, as passed by the House of Repre- 
sentatives, contained the following limits of this type, with the 
“greater” of the alternatives providing the ceiling: 

1. 25 percent of life insurance reserves. 
2. 60 percent of the year’s premium payments. 

The Finance Committee, in an effort to lower the ceiling, reduced 
these limits to 15 percent and 50 percent, respectively, and added a 
third, i.e., 25 percent of the increase in reserves subsequent to 1958. 

Under current conditions the well-established company, writing 
a variety of lines, will not reach these limits in the foreseeable future. 
Each year life insurance companies, taking the industry as a whole, 
increase policy reserves by about 7 percent under current conditions. 
For the typical stock life insurance company this annual increase in 
reserves will amount to more than the annual additions to the policy- 
holders surplus account. Thus the policyholders surplus account 
will not, in the foreseeable future for most companies, reach or exceed 
any reasonable percentage of reserves. 

For some specialty companies having low reserves, the above may 
not be true. The reserve “trigger” ceiling may be reached within a 
very short time. In that case, however, there will still be the shelter 
of 50 percent of premiums under which to take refuge. 

The only realistic approach to the question of proper ‘“‘triggering”’ 
limits is to apply the “lesser” instead of the “greater” of the alternative 
ceilings. This would still provide ample protection to the typical 
stock life insurance companies and their policyholders. It would 
apply a more nearly equitable tax on the so-called specialty companies 
most of which are not in need of, or entitled to, the extra benefits 
which accrue to companies able to accumulate substantial tax-free 
surplus funds. 

In our opinion these “triggering” limits should be lowered at least 
to the points established by the Finance Committee, but the lesser 
of these limits for any given company should establish the ceiling on 
the amount of tax-free surplus which that company can accumulate. 


Delay in the application of phase 2 and phase 3* 


The bill H.R. 4245 as passed by the House of Representatives 
provides for the application of the phase 1 and phase 2 portions of the 
tax to 1958 income, the phase 3 tax to apply to 1959 and subsequent 
years. The Finance Committee has adopted amendments which would 
apply phase 3 gradually over a period of 3 years beginning in 1959 and 
which provide, under certain circumstances, for a forgiveness of part 
of the phase 2 tax for 1958. 

We recognize that the bill, either in its House-passed form or with 
Finance Committee amendments, imposes a greatly increased tax on 
some companies, particularly those concerns that have had a rela- 
tively small tax liability. We also recognize the questionability, but 
not the illegality, of retroactive taxation. Existing law, the so-called 
1942 formula, was the law under which life insurance companies 
operated during 1958. Spokesmen for the life insurance industry, 





*Senator Douglas wishes to reserve final judgment on this point. 
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however, generally agreed that the subject bill was preferable to exist- 
ing law. If it is felt that this proposed new law should be effective 
for 1958, we see no reason for not making it fully effective. There 
seems to be no justification whatsoever for a “graduated”’ period 
of effectiveness. 

The amendments adopted by the Finance Committee involving 
the delay in applying phases 2 and 3 will benefit primarily a few credit- 
life companies, specialty companies, or companies dealing in ex- 
tremely low reserve lines of insurance, many of which have enjoyed 
extremely low tax liability. These companies do not engage primarily 
in the traditional forms of life insurance and are not entitled, even to 
the extent to which the ordinary type of life insurance company may 
be so entitled, to the bounty of tax forbearance. 

It is strange logic, indeed, to argue that a company which has been 
able to escape equitable taxation by reason of defective tax laws should 
be allowed to continue to avoid a part of its just tax merely because it 
has not been paying its fair share of the cost of government and 
national defense heretofore. 

SUMMARY 


In our opinion the bill H.R. 4245 as passed by the House of Repre- 
sentatives is an improvement over existing law. Even under its 
provisions, however, life insurance companies would still enjoy a 
favorable Federal income tax position. Certain amendments adopted 
by the Finance Committee, especially those discussed herein, have 
weakened the bill when, in fact, the bill should be strengthened. 

We urge the Senate to pass the bill in a form at least as effective 
as the form in which it passed the House of Representatives. 


Pau. H. Dova.tas. 
ALBERT GORE. 
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Calendar No. 280 


86TH CONGRESS } SENATE Report 
Ist Session No. 292 


REDESIGNATING THE POSITION OF THE THIRD RANKING 
OFFICIAL IN THE DEPARTMENT OF STATE AND VESTING IN THE 
SECRETARY OF STATE AUTHORITIES NOW VESTED IN THE 
UNDER SECRETARY OF STATE FOR ECONOMIC AFFAIRS 


- 


May 15, 1959.—Ordered to be printed 


Mr. Fusricut, from the Committee on Foreign Relations, sub- 
mitted the following 


REPORT 


(To accompany S. 1877] 


The Committee on Foreign Relations, having had under considera- 
tion the bill (S. 1877) to redesignate the position of the third ranking 
official in the Department of State, and to vest in the Secretary of 
State authorities now vested in the Under Secretary of State for 
Economic Affairs, reports S. 1877 to the Senate without amendment 
and recommends that it pass. 


REASONS FOR THE BILL 


At the present time, the third ranking official in the Department of 
State is designated, by the act of May 26, 1949, as amended, as the 
Under Secretary of State for Economic Affairs. ‘The Mutual Security 
Act of 1954, as amended, and the Act of May 26, 1949, as amended, 
vest in the Under Secretary of State for Economic Affairs the functions 
of serving as a member of the Board of Directors of the Development 
Loan Fund and acting as Chairman of that Board. 

S. 1877 would provide that the third ranking official in the Depart- 
ment of State shall be entitled, as the President may choose, either 
Under Secretary of State for Economic Affairs or Under Secretary of 
State for Political Affairs. The functions with respect to the Develop- 
ment Loan Fund now vested in the Under Secretary of State for 
Economic Affairs would be vested in the Secretary of State. 

This change will enable the President, with the advice of the Secre- 
tary of State, to assign functions to the Under Secretary of State or 
to the third-ranking officer, having either of the titles authorized by 
law, as he deems most appropriate. Thus, he can assign the functions 
concerning the Development Loan Fund either to the second-ranking 
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offici al or to the third-ranking official in the Department of State. 
Mr. C. Douglas Dillon, in his capacity as Under Secretary of State 
for Economic Affairs, has been exercising these Development Loan 
Fund functions. If he becomes Under Secretary of State and if §, 
1877 becomes law, it is expected that these Development Loan Fund 
functions will be delegated by the Secretary of State to Mr. Dillon, 


COMMITTEE ACTION 
The Committee on Foreign Relations considered S. 1877 in public 
session on May 12, 1959, when Under Secretary of State Dillon was 
before the committee. On May 13, 1959, the committee further con- 
sidered the bill and agreed to report it favorably to the Senate without 
amendment. 
CONCLUSION 


The Committee on Foreign Relations believes that the changes in 
existing law which would be made by S. 1877 will improve the organiza- 
tion of the Department of State. The committee recommends that 
the Senate give its approval to the bill. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of Rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Text of Public Law 73, 8ist Congress [S. 1704], approved May 26, 1949, as 
amended by Public Law 250, 84th Congress {S. 2237], approved August 5, 1955, 
Public Law 85-477, 85th Congress [H.R. 12181], approved June 30, 1958, and 
Public Law 85-521, 85th Congress [S. 1832], approved July 18, 1958 


AN ACT To strengthen and improve the organization and administration of the Department of State, 
and for other purposes 

Be it a by the Senate and House of Representatives of the United 
States of America in Congress assembled, That there shall be in the 
Department of State in addition to the Secretary of State an Under 
Secretary of State, two Deputy Under Secretaries of State, and eleven 
Assistant Secretaries of State. 

Sec. 2. (a) The Secretary of State and the officers referred to in 
section 1 of this Act, as amended, shall be appointed by the President, 
by and with the advice and consent of the Senate. The Counselor of 
the Department of State and the Legal Adviser who are required to be 
appointed by the President, by and with the advice and consent of the 
Senate, shall rank equally with and shall receive the same salary as 
the Assistant Secretaries of State. Any such officer holding office at 
the time the provisions of this Act, as amended, become effective shall 
not be required to be reappointed by reason of the enactment of this 
Act, as amended. Unless otherwise provided for by law, the rate of 
basic compensation of the Deputy Under Secretaries of State shall 
be the same as that of Assistant Secretaries of State. 

[(b) There is hereby established in the Department of State the 
Office of Under Secretary of State for Economic Affairs, which shall 
be filled by appomtment by the President, by and with the advice 
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and consent of the Senate. The Under Secretary of State for Eco- 
nomic Affairs shall receive compensation at the rate of $22,000 per year 
and shall perform such duties as may be prescribed by the Secretary 
of State. The President may initially fill the position of Under Secre- 
tary of State for Economic Affairs by appointing, without further 
advice and consent of the Senate, the officer who, on the date of the 
enactment of this subsection, held the position of Deputy Under Secre- 
tary of State for Economic Affairs. Any provision of law vesting 
authority in the ‘Deputy Under Secretary of State for Economic 
Affairs” or any other reference with respect thereto, is hereby amended 
to vest such authority in the Under Secretary of State for Economic 
Affairs. J 

(b) There is established in the Department: of State an Office which 
shall be entitled as designated by the President, either Under Secreiary of 
State for Political Affairs or Under Secretary of State for Economie 
Affairs, which Office shall be filled by appointment by the President, by 
and with the advice and consent of the Senate. The incumbent of such 
Office shall receive compensation at the rate of $22,000 a year and shall 
perfor m such duties as may be prescribed by the Secretary of State Any 
provision of law vesting authority in the “Under Seeretary of State for 
Economie Affairs’’, or any other reference with respect thereto, is hereby 
—. to vest such authority in the Secretary of State. 

Sec. 3. The Secretary of State, or such person or persons desig- 
nated by him, notwithstanding the provisions of the Foreign Service 
Act of 1946 (60 Stat. 999) or any other law, except where authority 
is inherent in or vested in the President of the United States, shall 
administer, coordinate, and direct the Foreign Service of the United 
States and the personnel of the State Department. Any provisions 
in the Foreign Service Act of 1946, or in any other law, vesting au- 
thority in the “Assistant Secretary of State for Administration”, the 
“Assistant Secretary of State in Charge of the Administration of the 
Department”, the “Director General”, or any other reference with 
respect thereto, are hereby amended to vest such authority in the 
Secretary of State 

Src. 4. The Secretary of State may promulgate such rules and reg- 
ulations as may be necessary to carry out the functions now or here- 
after vested in the Secretary of State or the Department of State, and 
he may delegate authority to perform any of such functions, includ- 
ing if he shall so specify the authority successively to redelegate any 
of such functions, to officers and employees under his direction 
and supervision. 

Sec. 5. The following statutes or parts of statutes are hereby re- 
pealed: 

Section 200 of the Revised Statutes, as amended and amplified by 
the Acts authorizing the establishment of additional Assistant Sec- 
retaries of State, including section 22 of the Act of May 24, 1924 
(ch. 182, and the Act of December 8, 1944, R.S. 200; 43 Stat. 146; 
58 Stat. 798; 5 U.S.C. 152, as amended by Publie Law 767, Eightieth 
Congress). 

Section 202 of the Foreign Service Act of 1946 (60 Stat. 1000) and 
anv other reference in such Act to the “Deputy Director General” 

Section 1041 of the Foreign Service Act of 1946 (60 Stat. 1032). 


O 
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Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8S. 962] 


The Committee on Public Works, to whom was referred the bill 
(S. 962) authorizing the improvement of the channel to Port Mans- 
field, Tex., in the interest of navigation and other purposes, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE 


The purpose of S. 962 is to authorize modification of the existing 
project for the Gulf Intracoastal Waterway to provide for an entrance 
channel with jetties from the Gulf of Mexico to the Intracoastal 
Waterway and to Port Mansfield, with additional turning basins and 
basins for small craft, in accordance with the recommendations of the 
Chief of Engineers as contained in Senate Document No. 11, 86th 
Congress, at an estimated total cost of $3,431,000. 


DESCRIPTION OF PROJECT 


Location: Port Mansfield is located on the southern coast of Texas 
about 98 miles south of Corpus Christi and 38 miles north of Port 
Isabel. It is a shallow-draft harbor recently developed on the main- 
land shore of Laguna Madre, which lagoon is about 115 miles long, 
and is about 9 miles wide in the vicinity of Port Mansfield, with 
natural depths of less than 10 feet. It is separated from the Gulf of 
Mexico by Padre Island, a virtually uninhabited offshore bar formation 
which ranges from 0.5 to 2 miles wide and from 2 to 16 feet in 
elevation. 

Report authorized by: Resolutions of the Committee on Public 
Works of the U.S. Senate adopted June 17, 1949, and of the Com- 
mittee on Public Works of the House of Representatives adopted 
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September 29, 1949, and April 21, 1953. The report has been trans- 
mitted to Congress and is published as Senate Document No. 11, 
86th Congress. 
dxisting project: The Federal project for the Gulf Intracoastal 

Waterway provides for a main channel, 12 feet deep and 125 feet wide, 
extending from Apalachee Bay, Fla., to Brownsville, Tex., and for 
numerous connecting channels along the route. Between Browns. 
ville and Corpus Christi, the main channel traverses Laguna Madre 
throughout its length. <A tributary channel 12 feet deep and 125 feet 
wide extending 1.4 miles to a turning basin 12 feet deep, 400 feet wide, 
and 600 feet long at Port Mansfield, was completed in 1949 at a cost 
of $92,000. About $58,000 was expended on maintenance through 
1954, including easing of the entrance curves. Local interests have 
extended the turning basin and have provided further harbor improve- 
ments consisting of an additional turning basin; a small-craft basin; 
a shrimp-boat basin; and an outlet channel 10 feet deep and 100 feet 
wide extending from the existing tributary channel at the Gulf Infra- 
coastal Waterway through P adre Island to a bar channel 16 feet deep 
and 250 feet wide into the gulf, flanked by concrete tetrapod je tties 
1,600 feet long on the north side exte nding to the 15-foot depth, and 
900 feet long on the south side extending to the 10-foot depth in the 
gulf. The estimated cost for the navigation improvements com- 
pleted by local interests in September 1957 is renorted to be $1,593,000. 

Plan of recommended improvement: Modification of the existing 
project to provide for (a) an entrance channel from the Gulf of Mexico, 
16 feet deep and 250 feet wide, to Padre Island; (6) a channel 14 feet 
deep and 100 feet wide from Padre Island to the Gulf Intracoastal 
Waterway, with two turnout curves, 12 feet deep and 100 feet wide; 
(c) a channel 14 feet deep and 125 feet wide from the Gulf Intra- 
coastal Waterway to a turning basin at Port Mansfield, with the 
entrance curve into the turning basin widened to 200 feet, and with 
two turnout curves, 12 feet deep and 200 feet wide on the west side 
of the Gulf Intracoastal Waterway; (d) a turning basin 14 feet deep, 
400 feet wide, and 1: 200 feet long, with an irregular extension he ving 
a maximum width of 1,000 feet; (e) a shrimpbos at basin, 12 fect deep, 
350 feet wide, and 1,450 feet long; (f) a small-craft basin, 8 feet deep, 
160 feet wide, and 800 fe et long; and (g) parallel rock jetlics at the 
culf entrance 2,300 and 2,190 feet in length. 


l-s'tmaied cos (May 1958 price levels) 
Federal Ist cost 


NN dtd chatted onteaea Bec : _ $472, 000 
a ae cs 2, 959, 000 
ee tae a ean 8 eee S ageratie nia 5 caece ured _.. o, 431, OO 
Non-Federal ist cost... ... cc. ede cee ru 2 , i None 


Estimated cost of maintenance, $165,000 annually in addition to 
that now required. 

Local cooperation: (a) Furnish free of cost to the United States all 
lands, easements, rights-of-way, and spoil-disposal areas necessary for 
construction and subsequent maintenance of the project; (6) hold 
and save the United States free from damages due to construction 
and maintenance; and (c) furnish satisfactory assurances that ade- 
quate termina! facilities for handling and icing seafoods will be 
provided, open to all on equal terms; and provided that no dredging 





s 
\ 


~~ ~*~ «© SO + a eS eS Se ee Uh hOUrm,.h—lClh!U 


> 


—— CU, 


) 
) 


ee —_ 


v= OO! 


CHANNEL TO PORT MANSFIELD, TEX. 3 


shall be done by the United States within 50 feet of any established 
pierhead line, wharf, or structure, except in the small-craft basin, 
where dredging shall not be done within 30 feet of any structure. 


Project economics 


Dn NE, ooo nebo re eee eee Bae $273, 000 
Annuai benefits: 
ipereaged value.of seafood caten.... ~~ «sc -<cchncomscennshekecs 102, 000 
Reduced cost of transportation of fruit................--  _-_- 4, 000 
Savings in operating costs of fishing vessels___________________- 156, 000 
Savings in operating costs of offshore oil exploration er: aft onbheh i 32, 000 
Reduction in hazards to small eraft_...........______._-_-_-_-- 22, 000 


CRIN DTC i Peete es 316, 000 


ene OOne TACO. =. ccna cet Ue ee ee eee 1. 16 


- 

Benefits: The area tributary to Port Mansfield consists of about 
4,200 square miles, with a population of 108,000, Raymondville, with 
a 1950 population of 9,136, is the largest city in the area, other com- 
munities being small. Most of the tributary area is semiarid but 
portions of Hidalgo and Willacy Counties are irrigated and produce 
cotton, citrus fruit, winter vegetables, and grain. Six oil fields, 
producing at a rate of about 3 million barrels annually, lie within 35 
miles of Port Mansfield. Oil exploration is underway in Laguna 
Madre and offshore in the Gulf of Mexico. Laguna Madre produces 
large quantities of fish and the Gulf of Mexico has important shrimping 
grounds nearby. Terminal facilities at Port Mansfield for barges 
and small craft have been constructed by local interests at a cost in 
excess of $1,100,000. The Willacy County Navigation District owns 
about 3 square miles at Port Mansfield, has sponsored the harbor 
construction, and has extensive plans for future individual and 
recreational development. 

After completion of the project in September 1957, several severe 
storms occurred in November 1957, which caused extensive erosion 
and subsidence of the jetties and shoaling of about 3,000 feet of the 
gulf entrance from 12 to 4 feet, which blocked the entrance channels 
for boats and ships to navigate ‘through the pass, although the inside 
channel and harbor are in good condition. Redredging of the entrance 
channel is necessary and new jetties will be required to prevent 
further shoaling, permit safe navigation and to confine tidal flows 
The navigation district has expended $2,800,000 of local funds for 
the project. It has a taxable valuation of only $12 million, and cannot 
support additional revenue bonds for further improvements. The 
new channel from Port Mansfield to the gulf is badly needed as a 
harbor of refuge, as it is the only opening in the Barrier Island for 
130 miles from Corpus Christi to Port Isabel. This harbor serves the 
fishing, pleasure, and shrimping fleets, and is used by the boats and 
rigs for oil exploration in the tideland and on the continental shelf. 
Development of this area will bring additional revenue to the State 
and Federal Government. Prospective commerce of about 2 million 
tons annually is anticipated. 


DISCUSSION 


The Chief of Engineers recommends modification of the existing 
project for the Gulf Intracoastal Waterway channel to Port Mansfield, 
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Tex., to provide channels, turning basins, and small-boat basins, 
adequate for existing and prospective commerce, generally in accord- 
ance with the plans of the district engineer, and with such modifica- 
tions thereof as in the discretion of the Chief of Engineers may be 
advisable, at an estimated cost to the United States of $3,431,000 for 
construction and $165,000 annually for maintenance in addition to 
that now required, provided that local interests meet certain require- 
ments of local cooperation. 

The existing Federal project at Port Mansfield was completed in 
1949 at a cost of about $92,600. The port was opened in 1950 after 
expenditure of about $150,000 local funds for port facilities. As a 
result of oil exploration and drilling in the Laguna Madre, and for 
expansion of the fishing industry, the harbor area was increased over 
100 percent in 1953 at a local cost of about $200,000. Within 2 years 
the local activities and shipping outgrew the existing facilities, and 
necessitated further enlargement of the harbor and construction of a 
9%-mile channel to the Gulf of Mexico across Laguna Madre and 
Padre Island. This work was completed in September 1957, at a 
cost of about $2,600,000, all with local funds. 

The completed harbor provided facilities to accommodate 400 boats 
and barges of various sizes, including ship and barge docks; shrimp- 
boat docks; commercial fishing docks; covered and open yacht, charter, 
and outboard motor stalls; warehouses; water systems; pile dolphins; 
and marine ways. 

Immediately after completion of the harbor, several storms in the 
Gulf of Mexico damaged the entrance jetties and shoaled the channel 
at the gulf entrance to such an extent that it is now usable only by 
boats with a draft of 4 feet or less. Thus the harbor and inside chan- 
nel and all the port facilities are in excellent condition, but direct access 
to the Gulf of Mexico is not available. Boat traffic to and from 
Port Mansfield must now go through the Intracoastal Waterway, 
which passes down the Laguna Madre. Vessels bound for the gulf 
must proceed southward to Port Isabel or northward to Port Aransas 
to move around Padre Island. 

The committee considers this project to be of an emergency nature, 
as the storm damage has rendered the navigation facilities constructed 
by the Federal Government and local interests to be of limited value 
in their present condition. Local interests have about exhausted their 
financial resources to provide port facilities at Port Mansfield to 
accommodate the needs of commerce, and are unable to repair the 
storm damage at their own expense. 


RECOMMENDATIONS 


The committee recommends enactment of this legislation. It feels 
that the recommended modification of the project is economically 
feasible, that opening the main channel to the Gulf of Mexico is 
extremely desirable, and that expansion of the port facilities to care 
for anticipated needs is believed essential. 

The committee notes that the entire cost of the proposed modifica- 
tion of the Port Mansfield project is to be borne by the Federal 
Government. It believes this procedure equitable because of the 
large expenditures that local interests have made to the existin 
project, because of the widely dispersed general benefits that woul 
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accrue from the project and the difficulty in identifying specific 
beneficiaries, because the local interests now own the necessary lands 
and spoil-disposal areas that will be required during construction of 
the project and subsequent maintenance, and because of the dredging 
adjacent to piers and docks and other work required of local interests, 
that would normally be included as a non-Federal cost. The com- 
mittee is in accord with the present policy of cost sharing on construc- 
tion and maintenance and operation of navigation projects on the 
basis of attributable benefits to identifiable beneficiaries. 


AGENCY COMMENTS 


Favorable reports from the Bureau of the Budget and the Depart- 
ment of the Army on S. 962, and from the Bureau of the Budget on 
Senate Document No. 11, 86th Congress, are as follows: 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGeET, 
Washington, D.C., February 19, 1959. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuatirman. This is in reply to your letter of Febru- 
ary 7, 1959, requesting the views of the Bureau of the Budget on 
S. 962, a bill authorizing the improvement of the channel to Port 
Mansfield, Tex., in the interest of navigation and other purposes. 

The purpose of the bill is to authorize the modification of the Gulf 
Intracoastal Waterway channel to Port Mansfield, Tex., substantially 
in accordance with the recommendations of the Chief of Engineers 
contained in Senate Document 11, 86th Congress. 

The Bureau of the Budget would have no objection to the enact- 
ment of S. 962. 

Sincerely yours, 
Puiturr S. HuGuHes, 
Assistant Director for Legislative Reference. 


DEPARTMENT OF THE ARMY, 
Washington, D.C., April 7, 1959. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate. 


Dear Mr. CuatrMan: Reference is made to your request for the 
views of the Department of the Army with respect to S. 962, 86th 
Congress, a bill authorizing the improvement of the channel to Port 
Mansfield, Tex., in the interest of navigation and other purposes. 

This bill would authorize modification of the Gulf Intracoastal 
Waterway channel to Port Mansfield, Tex., substantially in accord- 
ance with the recommendations contained in the project report of the 
Chief of Engineers contained in Senate Document No. 11, 86th Con- 
gress, and subject to the conditions of local cooperation set forth 
therein. 

The Department of the Army favors the above-mentioned bill. 
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The estimated cost to the United States is $3,431,000 for construe. 
tion and $165,000 annually for maintenance in addition to that now 
required. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wicser M. Brucker, 
Secretary of the Army, 


EXeEcuTIVE OFFICE OF THE PRESIDENT, 
BurREAU OF THE BUDGET, 
Washington, D.C., January 21, 1959. 
The Honorable the SecRETARY OF THE ARMY. 


My Dear Mr. Secretary: Deputy Assistant Secretary Bacon’s 
letter of September 30, 1958, submitted the proposed favorable report 
of the Chief of Engineers on a review of reports on the Gulf Intra- 
coastal Waterway channel to Port Mansfield, Tex., requested by a 
resolution adopted June 17, 1949, by the Senate C ommittee on Publie 
Works, and by the resolutions adopted September 29, 1949, and April 
21, 1953, by the House Committee on Public Works. 

The Chief of Engineers recommends modification of the authorized 
project to provide for a dependable entrance from the Gulf of Mexico 
to Port Mansfield, including jetties, and maintenance and enlargement 
of the improvements constructed by the Willacy County Navigation 
District. In general, the 10-foot project of gulf connecting channels 
and turning basins constructed by the navigation district and the 12- 
foot tributary channel of the authorized project would be deepened to 
14 feet, and new rock jetties would be constructed at the gulf entrance 
channel which would be redredged. All the work is to be accomplished 
generally in accordance with the plans of the district engineer at an 
estimated cost to the United States of $3,431,000 for construction 
and $165,000 annually for maintenance in addition to that now re- 
quired. Specific conditions of local cooperation would be required 
under the recommendation of the Chief of Engineers. 

I am authorized by the Director of the Bureau of the Budget to 
advise you that there would be no objection to the submission of the 
proposed report to the Congress. No commitment, however, can be 
made at this time as to when any estimate of appropriation would be 
submitted for construction of the modified project, if authorized by 
the Congress, since this would be governed by the President’s budge- 
tary objectives as determined by the then prevailing fiscal situation, 

Sincerely yours, 
Cart H. Scuwartz, Jr., 
Chief, Resources and Civil Works Division. 


O 





N 


— 


—-— et 


a a hap 2 an 


Se ee ert Se eee 


ee — Fe wey 


SS OE El 


Calendar No. 282 


§6TH CONGRESS } SENATE Report 
1st Session No. 294 








MODIFICATION OF KAHULUI HARBOR, ISLAND OF MAUI, 
HAWAII 


May 15, 1959.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8. 1632] 


The Committee on Public Works, to whom was referred the bill 
(S. 1632) authorizing the modification of the existing project for 
Kahului Harbor, island of Maui, Hawaii, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill, as amended, do pass. 

The amendments are as follows: 

Page 1, line 3, strike out “Kahuli” and insert in lieu thereof 
“Kahuluv’. 

Page 1, line 8, strike out ‘$964,800’ and insert in lieu thereof 
“$944,500 to the United States for construction.” 

Correct the spelling in the title of the bill from ‘“Kahuli” to 
“Kahului”. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize modification of the existing 
project for Kahului Harbor, island of Maui, Hawaii, to provide for 
enlargement of the turning basin substantially in accordance with 
the recommendations of the Chief of Engineers as contained in House 
Document 109, 86th Congress, at an estimated cust of $944,500 to 
the United States for construction. 


DESCRIPTION OF PROJECT 

Location 
Kahului Harbor is located on the northern shore of the island of 
Maui in the Hawaiian Archipelago, which extends about 1,500 imuiles 
from east to west in the east-central part of the Pacific Ocean The 
island of Maui, with an area of about 728 square miles, is second in 
size of the six largest islands at the eastern end of the archipelago, 
and was formed by two volcanoes which rose from the ocean floor at 
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a depth of about 18,000 feet below sea level. West Maui, the oldest 
mountain geologically, has an elevation of about 5,800 feet and the 
eastern volcano, Haleakala, an elevation of about 10,000 feet, 
Kahului Harbor is 94 nautical miles east of Honolu, island of Oahy 
125 miles northwest of Hilo, island of Hawaii, and 2,037 miles west 
of San Francisco. 

Report authorized by resolution of the Committee on Public Works 
of the House of Representatives, adopted April 21, 1953. The report 
has been transmitted to Congress and is printed as House Document 
109, 86th Congress. 


Existing project 


Provides for a harbor basin 2,000 feet long with a maximum width 
of 1,450 feet, and an entrance channel 600 feet wide between the 
breakwaters, all with a project depth of 35 feet. The east breakwater 
is 2,850 feet in length and the west breakwater is 2,390 feet long. 
The Federal project was adopted in the River and Harbor Act of 
June 15, 1910, and modified by subsequent acts. The project was 
completed in December 1931. The total Federal cost to June 30, 
1958, was $4,155,887, of which $1,778,560 was for new work and 
$2,377,327 for maintenance. Terminal facilities were provided by 
local interests at a cost of $2,615,700. The breakwaters have been 
subject to extensive storm damage in the past. 


Plan of recommended improvement 


Modification of existing project to provide for enlarging the turning 
basin by dredging 9n area 600 feet wide and 2,400 feet long, to a depth 
of 35 feet, in the west end of the harbor. 


Estimated costs (February 1958 price (evel) 


Federa! first cost: Enlargement of turning basin (dredging) -_...---- $944, 500 
Non-Federal first cost: 
Construction of dike and revetment...............-.-......... 175, 300 
Gaal contmuution to Construction. . << .6.66. cin cnadccccuncded 30, 200 
Total non-l ederai cost $ 3G. 205545 O64. Li wabiseliweessied 205, 500 
Estimated cost of annual maintenance: 
I a ani cinccie eel cnet eo sears pecne ca maps ga com sind gh x ws ras ese Me ST OG 5. 000 
ee as ti bee ws ca aos te wilh alow i eels ee 1. 000 


Local cooperation 


(a) Contribute in cash 3.1 percent of the cost of the new work 
dredging, presently estimated at $30,200, to be paid prior to commence- 
ment of construction, or, if an alternative site for spoil disposal is 
provided, pay any increased cost of disposal plus a cash contribution 
based on the relationship of net land enhancement benefits to total 
benefits, the final apportionment of cost to be made after actual costs 
have been determined; (6) provide without cost to the United States 
all lands, easements, rights-of-way, and spoil-disposal areas necessary 
for the construction of the project; (c) hold and save the United States 
free from damages due to the construction and maintenance of the 
project; (d) continue to provide and maintain at local expense adequate 
public terminal and transfer facilities, open to all on equal terms; and 
(e) accomplish without cost te the United States alterations and 
maintenance as required in sewer, water supply, drainage, and other 
utility facilities. 





we, — 


ee SS 


> 


Seo oiood 8 


ow 


al 
ts 
Dg 


ag 
1e 
te 
id 
d 
er 


MODIFICATION OF KAHULUI HARBOR, ISLAND OF MAUI, HAWAII 3 


Project economics 


ND CIE ic 65 dit yin tunis bi apd dale abel eee Aencdiapints that a, 200 
Annual benefits: 
Bedustion in' delays to shippltig. i... ete 6, 800 
Retuction in, marine nctidentes 6. 266c. ccs ccsees sd chicas 3, 700 
Reduction in groundings bine = SRA Ae arias trek cite abate Soke dea 110, 900 
Megucuon 18 MOANeuVeTINg WINE 6 one cnc nc ncunnnnsoninennnsanke 5, 500 
ees COSINE 8 oko cn toe caw oe ee cea tune aoe 8, 300 
Total annual hendiile« 62.2 ceos2 cides 3 Cdk hdd cocckweasieees ” 135, 200 
Benefit-cost ratio, 2.9 to 1.0. 
Benefits 


The principal industries of the island of Maui are the production 
of sugar and pineapples. Commercial fishing, ranching, dairying, 
poultry raising, and truck farming are also importaht to the island’s 
economy. The estimated population of the island was 37,600 in 1956. 
Kahului Harbor is the only deep-water port on the island. The total 
commerce through the harbor in 1956 was 701,925 tons. The principal 
items shipped were sugar, canned fruits and juices, and molasses; and 
the items received were various petroleum products. Barge commerce 
consisted of about 101,000 tons, which was about 50 percent of the 
interisland commerce. 

Sugar has been Maui’s greatest export industry for more than 80 
years. In 1956 the island produced 260,176 tons of sugar valued at 
about $31,221,000. Total production of pineapples in 1956 was 
about 149,000 tons valued at about $22 million. The livestock in- 
dustry products were valued at about $2,300,000, and produce from 
truck farming at about $1,143,000. A small fleet of commercial 
fishing vessels operate from Maui’s small-boat harbors. Nearby 
channels between the small islands are favorite sport-fishing grounds. 
The annual fish catch handled at Maui was about 480 tons in 1956, 
which was about half that of previous years. The tourist industry 
in Hawaii has experienced a phenomenal expansion since 1946, with 
the volume of tourists visiting the islands increasing from about 15,000 
to 150,000 in 1957, with an estimated expenditure of $77 million. 
The volume of tourists visiting Maui is only a portion of the total 
visiting Oahu, as Maui has usually been considered as a stopover for 
tours of people visiting the island of Hawaii. The tours usually 
spend only a day in Maui and take the evening plane to Honolulu, 
with less than a third of the tour groups staying overnight. In 1957 
the number of tourists visiting Maui was estimated at 31,500, who 
spent $844,000. Additional tourist facilities, resort hotels, and 
summer homes are being constructed. 

The approach of Kahului Harbor is on a range due south. Vessels 
entering the harbor area are normally loaded light, which exposes a 
high freeboard to the prevailing northeasterly trade winds. This 
condition tends to force vessels toward the shallow water in the west 
and southerly portions of the harbor. Vessels entering the harbor 
between the two breakwaters must have sufficient headway to insure 
adequate steerageway and control, because once through the entrance 
a hard left turn is required to bring vessels alongside the dock, which 
turn brings the vessels broadside to the wind. The departure of a 
vessel from the dock is more difficult than the arrival, as it is necessary 
for it to back through nearly 180°, turning against the prevailing 
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wind, in order to get into position to head out through the harbor 
entrance. The present limited space in the turning basin imposes 
severe restrictions on the handling of vessels, requiring them to pro- 
ceed at slow speeds and depend more on the use of tugs to turn the 
vessel rather than full use of the ship’s power for steerage, with a longer 
time required to get a ship underway, and the danger of the wind 
setting the vessel down into the southwest corner of the basin, or 
grounding it. 

The recommended plan of improvement will reduce the delays of 
vessel arrivals and departures due to inclement weather by at ‘least 
75 percent; permit vessels departing the harbor to be operated safely 
at greater speeds which would save a minimum of 10 minutes 
maneuvering time for each ship; prevent grounding of vessels in 
shallow water adjacent to the turning basin: prevent 75 percent of 
the marine accidents involving damage to shore facilities and aids to 
navigation; and provide increased safety to seamen and _ possible 
prevention of injury or death due to nav igational accidents. Deposi- 
tion of fill material will create about 32 acres of new land in a presently 
submerged area 

The proposed improvements will provide sufficient maneuvering 
space in the turning basin to care for the present and estimated 
prospective increase in commerce and size of ships using this harbor, 
where waterborne commerce will continue to be the most practical 
and economical means of shipping to the mainland and interisland, 


GENERAL STATEMENT 


The Chief of Engineers recommends modification of the existing 
project for Kahului Harbor, island of Maui, Hawaii, to provide for 
enlarging the turning basin by dredging an area 600 feet wide and 
2,400 feet long, to a depth of 35 feet, in the west end of the basin, 
generally in accordance with the plan of the district engineer and 
with such modification thereof as in the discretion of the Chief of 
Engineers may be advisable, at an estimated cost of $974,700 for 
construction and $5,000 annually for maintenance in addition to that 
now required; provided that, prior to construction, local interests 
agree to provide without cost to the United States all lands, ease- 
ments, rights-of-way, and spoil-disposal areas necessary for the 
construction of the project; hold and save the United States free from 
damages due to the construction and maintenance of the project; 
accomplish without cost to the United States alterations and main- 
tenance as required for sewer, water supply, drainage, and other 
facilities; continue to provide and maintain at local expense adequate 
public terminal and transfer facilities; and contribute in cash 3.1 
percent of the new work dredging presently estimated at $30,200. 
With local interests assuming these costs, the cost to the United States 
for construction and annual maintenance of the recommended plan of 
improvement is presently estimated at $944,500 and $5,000 
respectively 

The Chief of Engineers further recommended that the cash con- 
tribution by local interests be paid prior to commencement of con- 
struction, or if an alternative site for spoil disposal is provided, pay 
any increased cost of disposal plus a cash contribution based on the 
relationship of cost to be made after actual costs have been determined, 
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The commerce of the island of Maui is totally dependent on water 
transportation, and Kahului Harbor is the only deep-draft harbor on 
the island. During recent years, a large number of marine accidents 
and near accidents have occurred in the harbor, due to the inadequate 
size of the turning basin, which was designed many years ago and 
was last widened in 1931. 

The present trend in the shipping industry is toward the use of 
larger ships because of the economy of operation. Due to the pre- 
vailing strong winds in the vicinity of Kahului Harbor, extreme diffi- 
culty in navigating the larger vessels inside the harbor is experienced. 
As a result, shipping interests have suffered, passenger vessels will not 
use the harbor, the economy of the area is.denressed, and the use of 
this harbor to the Department of Defense in the event of emergency 
is drastically reduced. 

The recommended plan of improvement for enlirging the turning 
basin will provide additional maneuvering area for the harbor, thus 
alleviating navigation hazards which would prevent ship groundings, 
eliminate marine accidents and delays, reduce delays in ship arrivals 
and departures during inclement weather, and reduce the maneuvering 
time of departing ships. The project moditication has a very high 
benefit-cost ratio of 2.9, 

DISCUSSION 

The Committee on Public Works held public hearings on S. 1632, 
and received testimony on the emergency nature of the desired im- 
provements to Kahului Harbor, and the large benefits that would 
accrue from such improvements. 

The committee is aware that Kahului Harbor is the only available 
harbor on the island of Maui that can accommodate oceangoing and 
interisland vessels, on which the commerce of the island is dependent, 
since the only other available transportation by air is obviously unable 
to handle the large volume of commerce to and from the island. 

The committee was advised that the width of the present turning 
basin is inadequate to permit the larger ships now regularly visiting 
the port to enter or leave safely under wind conditions usually pre- 
vailing. Serious accidents have occurred and costly delays are en- 
countered. These unfavorable conditions cannot be entirely over- 
come by the service of additional tugs. 

The committee was also advised that the risk of serious accident 
and the economic losses due to delays attributable to the presently 
inadequate turning basin are such that the larger vessels now in 
service threaten to bypass Kahului Harbor, and the island of Maui. 
This move would imperil the employment of many transportation 
workers, dock employees, and longshoremen, and threaten the entire 

economy of the island which is maintained and dependent upon ocean 
transportation. 

As the island of Maui possesses great possibilities for agricultural 
and industrial expansion and continued growth of population, is avail- 
able for use for national defense purposes, and, with the increasing 
number of tourists visiting the island and the expansion of recrea- 
tional facilities, removal of the hazardous conditions in Kahului 
Harbor is essential, to improve economic conditions on the island and 
eliminate frequent and expensive maintenance of the existing jetties 
and harbor facilities. 
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The committee recommends enactment of this legislation. It feels 
that the modification of the existing harbor is economically feasible, 
and that the residents of the island of Maui should not be deprived 
of the best transportation facilities that can be provided for improve- 
ment of their economic life and continued development of the island. 
The committee further believes that the cost-sharing provisions on 
this project, including the cash contribution by local interests, is 
equitable and in conformance with existing policy. 


AGENCY COMMENTS 


The Department of the Navy commented favorably on House 
Document 109, and urged improvement of Kahului Harbor. Favor- 
able reports of the Bureau of the Budget and the Department of the 
Interior are as follows: 

U.S. DeparTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 11, 1959. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 

Dear Senator Cuavez: The Department of the Interior recom- 
mends the enactment of S. 1632, authorizing the modification of the 
existing project for Kahului Harbor, island of Maui, Hawaii, as a 
matter of urgent necessity. 

‘The need for enlargement of the Kahului Harbor turning basin has 
become evident during the past few years from the number of near or 
actual accidents that have occurred. 

The navigable portion of the harbor was designed originally for 
vessels of smaller size than those now in general use. Compared with 
pre-World War II statistics the increase in the size of the vessels using 
the harbor has been 100 feet in ship length and between 18.5 and 20 
feet in beam. Moreover, the trend in the shipping industry is toward 
the use of larger ships because of the ec onomy of operation. Unless 
the harbor, which has not been widened since 1931, is improved, the 
economy of Maui will suffer to a very great degree. 

lhe difficulty with the present harbor turning basin arises from the 
prevailing strong winds and the broadside exposure of lightly loaded 
ships to these winds as they turn sharply past the breakwater into 
the harbor. The present east-west dimension of the turning basin 
(1,450 feet) leaves insufficient leeway for the vessels to maneuver at 
the low speeds necessary inside the harbor without danger of being 
blown by the winds to the shallows at the west edge of the turning 
basin. Additional difficulty arises when the departing ships must 
make a sharp backing turn of almost 180°. 

Freight tonnage moving through Kahului has increased by nearly 
15 percent since 1951 to a total of 766,483 short tons in 1957 without 
significant gain in the number of vessels calling at the port. This 
illustrates the trend toward the use of larger vessels and the increased 
tonnage that can be expected in future years 

For these reasons, the Department of the Interior strongly supports 
the Kahului project. Gov. William F. Quinn fully endorses the 
project and considers it to be a matter of urgency. 
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The Bureau of the Budget advises that it has no objection to the 
submittal of this report. 
Sincerely yours, 
Frep A. SEATon, 
Secretary of the Interior. 





Executive OFrrice OF THE PRESIDENT, 
BuREAU OF THE BupGet, 
April 28, 1959. 
Hon. Dennis CHAVEz, 
Chairman, Committee on Public Works, 
U.S. Senate. 


My Dear Mr. Cuarrman: This is in reply to your letter of April 13, 
1959, requesting the views of the Bureau of the Budget on S. 1632, a 
bill authorizing the modification of the existing project for Kahului 
Harbor, island of Maui, Hawaii. 

The purpose of the bill is to authorize the modification of the existing 
project for Kahului Harbor substantially in accordance with the 
recommendations of the Chief of Engineers contained in House Docu- 
ment 109, 86th Congress, at an estimated cost of $964800. 

It is noted that the name of the harbor in question is misspelled in 
the bill. The correct spelling is “Kahului.” It is noted also that the 
cost estimate of $964,800 specified in the bill includes $18,300 for pre- 
authorization studies and $2,000 for aids to navigation, items normally 
omitted from the estimated cost. Accordingly, “$964,800” on line 8 
should be deleted and the following substituted: ‘$944,500 to the 
United States for construction.” 

The Bureau of the Budget would have no objection to enactment 
of S. 1632 if amended as noted in the preceding paragraph. 

Sincerely yours, 
Puiu S. Hueues, 
Assistant Director for Legislative Reference. 


O 
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WHEAT ACT OF 1959 


May 18, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of May 15, 1959 


Mr. Ectenper, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany 8. 1968] 


The Committee on Agriculture and Forestry reported an original 
bill (S. 1968) to strengthen the wheat marketing quota and price 
support program, with a recommendation that it do pass, 


Sport EXPLANATION 


This bill, with respect to the 1960 and 1961 wheat crops, would— 

(1) Provide price support at— 

(i) 65 percent of parity if the producer elects to plant his 
full allotment, 

(ii) 80 percent of parity if he elects to plant not more than 
80 percent of his allotment; 

(2) Impose penalties on the actual yield of the excess acres (or 
double the normal yield if the actual yield is not shown); 

(3) Increase the marketing penalty to the basic support rate 
applicable to those who elect to plant their full allotment (65 per- 
cent of parity); 

(4) Reduce the 15-acre exemption to 12, and restrict it to 
farms which planted wheat in 1957, 1958, or 1959 and to pro- 
ducers who produce wheat on only one farm; 

(5) Make the 200-bushel exemption inapplicable; 

(6) Prohibit price support (A) outside the commercial area 
and (B) if acreage allotments are not in effect; and 

(7) Restrict to farms complying with their allotments the right 
to withdraw wheat stored from a previous crop to avoid penalty. 

The bill would also permanently weneal authority to support prices to 
noncooperators for wheat, cotton, rice, peanuts, or tobacco. 
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GENERAL STATEMENT 
SUPPLIES OF WHEAT 


The total supply of wheat in the United States rose to a new all-time 
record of 2,352 million bushels for the 1958-59 marketing year. This 
was an increase of 26 percent over the 1,871 million bushel supply for 
the 1957-58 marketing year. This substantial increase in supply was 
a direct result of the alltime record production of 1,462 million bushels 
in 1958. The unusually favorable weather conditions throughout the 
major wheat producing area resulted in a yield of slightly over 27 
bushels per acre, the highest of record and about 10 bushels above 
average. 

The Department of Agriculture estimates a total crop in 1959 of 
about 1,220 million bushels, consisting of a winter wheat crop of about 
966 million bushels and a spring wheat crop of about 254 million 
bushels. <A crop of this size would be the fifth largest of record, 13 
percent above the 10-year average of 1,075 million bushels, but 17 
percent smaller than the alltime record established in 1958. 

Total disappearance of wheat during the 1958-59 marketing year 
is estimated by the Department at 1,076 million bushels, consisting of 
domestic disappearance of 620 million bushels and exports of about 
450 million bushels. On the basis of the supply and estimated dis- 
appearance, a carryover as of July 1, 1959, of about 1,285 million 
bushels is indicated. This is an increase of about 400 million bushels 
over the carryover of July 1, 1958. 


COMMODITY CREDIT CORPORATION HOLDINGS OF WHEAT 


The Department of Agriculture estimates that as of June 30, 1959, 
the Commodity Credit Corporation will have approximately $3,074 
million invested in 1,239 million bushels of wheat. Of this total, CCC 
will own about 1,200 million bushels and will a outstanding loans 
on about 39 million bushels. 

An additional increase is seen for June 30, 1960, when the Depart- 
ment estimates that CCC investment in wheat will rise to $3,469 
million, covering 1,442 million bushels of wheat (both owned and 
under loan). 

COMMITTEE STUDY 


Because of the seriousness of the situation surrounding wheat, the 
committee decided to give priority to consideration of wheat 
legislation. 

As soon as the President’s farm message was received, the Secretary 
of Agriculture was invited to appear before the committee and 
elaborate on the wheat problem. Meetings for this purpose occurred 
on February 16 and 17. After giving his views, he was requested 
by the committee to submit his proposal in bill form. ‘This was 
received by the committee on March 12. Arrangements were im- 
mediately made for hearings which were held during the period March 
20 through 25. All major farm organizations and others interested 
in wheat were heard. The Department of Agriculture officials also 
testified. All appearing before the committee agreed that some 
action was necessary, but presented different and in some cases 
divergent views as to what should be done to reduce the pressure of 
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mounting wheat surpluses; and it was evident that no generally ac- 
ceptable major changes in the program were possible. 

Following these hearings the committee met in executive session 
and decided to hold further hearings on a committee print which had 
been developed as a stopgap measure to correct generally recognized 
deficiencies in the current program. These hearings were held on 
April 22. Again farm organizations, as well as the Department of 
Agriculture, presented divergent views to the committee. Following 
this hearing, the committee held numerous executive sessions in an 
effort to develop a wheat bill which would prevent further accumu- 
lation of surpluses and be less costly to the Government, but, at the 
same time, provide farmers with necessary price protection. 


SECTION-BY-SECTION ANALYSIS 4 


Except for section 3, the provisions of the bill relate only to wheat 
of the 1960 and 1961 crops. 
Section 1 

The first section of the bill requires the Secretary of Agriculture to 
offer each farm operator a choice between (A) price support at 65 per- 
cent of parity if he stays within his allotment, and (B) price support 
at 80 percent of parity if he reduces his wheat acreage to 80 percent 
of his allotment or less. (Under existing law the price support level 
is fixed by the Secretary at not more than 90 percent of parity and 
not less then a minimum fixed at some point from 75 to 90 percent 
of parity on the basis of supply and demand data. Reduction of 
wheat acreage below the farm acreage allotment is not required by 
existing law to qualify for price support. Price support for 1958 of 
$1.82 per bushel, and the announced minimum price support for 1959 
of $1.81 per bushel represent 75 percent of parity.) A producer 
electing choice (B) would not be eligible for any price support on 
wheat raised on the farm if he should knowingly exceed 80 percent of 
the farm acreage allotment. A producer would be required to elect 
the same choice with respect to all farms operated by him, and all 
producers on such farms would be bound by such choice. Choice 
(A) and (B) support prices would be announced before the planting 
season and could not subsequently be increased or decreased. No 
price support would be made available if acreage allotment should 
not be in effect, and no price support could be made to noncooperators 
or to producers outside the commercial area. (Existing law provides 
price support outside the commercial arca at 75 percent of the level 
applicable in the commercial area.) If marketing quotas should be 
disapproved, the support level to cooperators, complying with their 
allotments, would be 50 percent of parity as provided by existing law. 

The additional acreage diverted from wheat production as a result of 
the election of choice (B) would be considered as wheat acreage for the 
purpose of computing future State, county, and farm acreage allot- 
ments. It would be considered wheat acreage of normal production in 
determining whether there has been underplanting or underproduction 
which would entitle the producer to withdraw wheat of a previous 
crop which has been stored to postpone the payment of penalty. 

Commodity Credit Corporation’s minimum resale price for wheat 
during the marketing years beginning in 1960 and 1961 would be 105 
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percent of 75 percent of parity (subject to appropriate adjustments, 
plus reasonable carrying charges). Section 407 of the Agricultural 
Act of 1949 fixes the minimum resale price at 5 percent above the cur. 
rent support price, plus reasonable carrying charges. Since the bill 
provides two support levels for the 1960 and 1961 crops, it also pro- 
vides that a level between these two, or 75 percent of parity, would 
be deemed to be the support level for the purpose of applying ‘section 
407. Appropriate adjustments would of course be made for Tocation, 
quality, and other factors. 

Section 2 contains a number of provisions designed to strengthen 
marketing quotas by tightening up on penalties and exemptions. 


Subsection (a) 


Subsections (a), (c), and (e) redefined the term “marketing excess” 
(the quantity subject to marketing penalties) to make it— 
(1) double the normal production of the excess acres, if the 
producer does not show his actual production, or 
(2) the actual production of the excess acres, if the producer 
does show his actual production. 
At present the marketing excess is— 
(A) the normal production of the excess acres, if the producer 
does not show actual production, or 
(B) the amount by which the actual production for the farm 
exceeds the normal production of the farm acreage allotment, if 
the producer does show his actual production. 
Normal production is computed on the basis of 10-year average yields, 
Since yields have been increasing, the actual production of the excess 
acres may be considerably greater than the normal production on 
which the penalty is computed under existing law, making allotment 
violation advantageous in some cases. On the other hand, if the 
production should turn out to be less than normal, the quantity sub- 
ject to penalty would be limited under existing law to the quantity, 
if any, produc -ed in excess of the normal production of the farm acreage 
allotment. Thus whether actual production is above or below normal, 
the marketing excess subject to penalty under existing law is less than 
the actual vie eld of the excess acres. It is the purpose of this subsee- 
tion to make the quantity actually produced on the excess acres 
subject to penalty. Since it may be difficult to determine actual pro- 
duction in the absence of a showing by the produc er, the penalty 
under the bill would be double the normal production in the absence 
of such a showing. 


Examples OF COMPUTATION OF MARKETING Excess UnpER Existing Law AnD 
UnpeER BILL 


(In each example ~ farm has an allotment of 100 acres and a normal yield of 
15 bushels per acre and plants 120 acres) 


ExampiLe No. 1.—Actual production above normal 


{Actual yield 22.5 bushels per acre] 


Bushels 
(a) Normal production of excess acreage. .....-.-..--.----.---------- 300 
(b) Actual production of excess acreage ---~..------.-------------.---- 450 
(c) Marketing excess under existing law (1 times (a)) (producer would not 
show actual production in this case iy A al is ae 300 
(d) Marketing excess under bill (2 times (a)) (in absence of showing of 
actual production) - ------------ 600 


(e) Marketing excess under bill (1 times (b)) (if. producer shows actual 
PEOdUCION) .. . .--ccnccccecccecennccccceserecccccccccccecccece 450 
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ExampLte No. 2.—Actual production below normal 


{Actual yield 10 bushels per acre] 


Bushels 
(a) Normal production of excess acreage. -..........-------.--------- 300 
(b) Actual production of excess acreage_--..--------.---------------- 200 
(c) Actual production of farm acreage allotment......-.--.----------- 1, 000 
tq) Actual production for the farm... ... =~ - - - oe ence cecwencweee 1, 200 
(e) Normal production of farm acreage allotment__............-.------ 1, 500 


(f) Marketing excess under existing law ((d) minus (e)) 
(g) Marketing excess under bill ((d) minus (c)) (assuming that producer 
would show actual production) 


Subsection (b) 


Subsection (b) increases the penalty rate from 45 percent of parity 
to the choice A support level, or 65 percent of parity. 


Subsection (ce) 
See explanation of subsection (a). 
Subsection (d) 


Under existing law farms planting not more than 15 acres of wheat 
are exempt from quotas. Subsection (d) would reduce this exemption 
to 12 acres, restrict it to farms on which wheat was planted in 1957, 
1958, or 1959, and make it applicable only if none of the producers of 
wheat on the farm also produce wheat on another farm. This sub- 
section does not in any way affect the producer’s right to produce up 
to 30 acres for use on the farm under the feed wheat exemption provi- 
sions of section 335(f) of the Agricultural Adjustment Act of 1938. 
Substantively this subsection, like the other subsections of this section, 
is applicable only to the 1960 and 1961 crops. However, it also 
permanently repeals some language concerning nonallotment farms 
which has not been applicable for many years, has no meaning in 
connection with the current program, and has been a source of con- 
fusion. 


Subsection (e) 
See explanation of subsection (a). 
Subsection (f) 


Section 326(b) of the Agricultural Adjustment Act of 1938, which 
is made applicable to wheat by paragraph (6) of Public Law 74, 77th 
Congress, provides for the withdrawal of wheat stored from a previous 
crop to postpone payment of penalty whenever the actual production 
of the farm falls below the normal production of the farm acreage 
allotment. Subsection (f) limits this privilege to farms complying 
with their allotments. ‘This change conforms to the general purpose 
of the section to tighten up the quota law and put penalties on an 
actual yield basis. With penalties on an actual yield basis the pro- 
ducer would be subject to penalties on the actual yield of the excess 
acres so long as he had any production at all, even though his produc- 
tion might be far below the normal production of his farm acreage 
allotment. Since he would be subject to penalties in such case, it 
would not be appropriate to permit him to withdraw wheat stored 
from a previous crop. In some areas producers consistently overplant 
their allotments and store the excess to insure against recurring crop 
failures. This change would to a certain extent discourage that 
practice. It would not stop it entirely, however, since the producer 


- 
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may adjust his planted acreage prior to harvest in order to come 
within his allotment. 


Subsection (q) 


Subsection (g) makes the 200-bushel exemption provided by section 
335(d) of the Agricultural Adjustment Act of 1938 inapplicable. 
Section 335(d) provides that a farm marketing quota shall not be 
applicable to any farm on which the normal production of the planted 
acreage is less than 200 bushels. This exemption has not been impor- 
tant in recent years because the 15-acre exemption covered most 
cases which would have been covered by this exemption. Since the 
bill makes the 15-acre exemption inapplicable in many cases, the bill 
provides that the 200-bushel exemption shall be inapplicable in all 
cases. 


Section 3 


Section 3 of the bill, unlike the other provisions of the bill, would be 
permanently applicable and would apply to cotton, rice, peanuts, and 
tobacco, as well as wheat. Section 3 would permanently repeal the 
authority to make price support available to noncooperators for 
wheat, cotton, peanuts, rice, and tobacco. 


Section 4 
This section gives the bill a short title, “Wheat Act of 1959.” 


CHANGEs IN Existinc Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


AGRICULTURAL ACT OF 1949 
TITLE I—BASIC AGRICULTURAL COMMODITIES 


Sec. 101. The Secretary of Agriculture (hereinafter called 
the ‘“‘Secretary’’) is authorized and directed to make avail- 
able through loans, purchases, or other operations, price 
support to cooperators for any crop of any basic agricultural 
commodity, if producers have not disapproved marketing 
quotas for such crop, at a level not in excess of 90 per centum 
of the parity price of the commodity nor less than the level 
provided in subsections (a), (b), and (c) as follows: 
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(a) For tobacco (except as otherwise provided herein), 
corn, and wheat, if the supply percentage as of the beginning 
of the marekting year is: 

The level of support shal 
be not less than the 


following percentage of 
the parity price; 


Not more ERAN Wi oo. kode cc Gacec  bemnee ees 90 
More than 102 but not more than 104__.._._..--__. 89 
More than 104 but not more than 106_.......---.-. 88 
More than 106 but not more than 108_.....-...--.- 87 
More than 108 but not more than 110_....--...--.. 86 
More than 110 but not more than 112_....-....___-- 85 
More than 112 but not more than 114_-._......- -- 84 
More than 114 but not more than 116__........__-- 83 
More than 116 but not more than 118__.-__.__.-___ 82 
More than 118 but not more than 120_......-..-._. 81 
More than 120 but not more than 122_.._.__.__ + 80 
More than 122 but not more than 124__._....______ 79 
More than 124 but not more than 126________.___.. 78 
More than 126 but not more than 128_..._...-__. 77 
More than 128 but not more than 130__......-_..-. 76 
Wore. CGO) TB ieee smectic hake eee 75 

* * x * ° 

(d) Notwithstanding the foregoing provisions of this 

sectlon— 
* * « * * 


(3) the level of price support to cooperators for any 
crop of a basic agricultural commodity, except tobacco, 
for which marketing quotas have been disapproved by 
producers shall be 50 per centum of the parity price of 
such commodity; and no price support shall be made 
available for any crop of tobacco for which marketing 
quotas have been disapproved by producers; 

[(5) price support may be made available to non- 
cooperators at such levels, not in excess of the level of 
price support to cooperators, as the Secretary determines 
will facilitate the effective operation of the program. ] 
oe * ~ * > 


(The following paragraph would, in effect, be suspended for the 
1960 and 1961 crops.) 


(7) Where a State is designated under section 335(e) 
of the Agricultural Adjustment Act of 1938, as amended, 
as outside the commercial wheat-producing area for any 
crop of wheat, the level of price support for wheat to 
cooperators in such State for such crop of wheat shall be 
75 per centum of the level of price support to cooperators 
in the commercial wheat-producing area. 

. o * + * 
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Src. 106. Notwithstanding the provisions of section 101 of 
this Act, for each of the 1960 and 1961 crops of wheat price 
support shall be made available as provided in this section. 
The Secretary is authorized and directed to offer the operator 
of each farm for which an allotment is established wnder the 
Agricultural Adjustment Act of 1938, as amended, a choice of— 

(A) complying with the farm acreage allotment deter- 
mined pursuant to the Agricultural Adjustment Act of 
1938, as amended, with price support at 65 per centum of 
the parity price therefor, or 

(B) reducing the acreage of wheat below the farm acreage 
allotment by not less than 20 per centum of such allotment 
with price support at 80 per centum of the parity price 
therefor. 

To be eligible for price support, producers who elect choice (B) 
must not knowingly exceed the wheat acreage for the farm appli- 
cable under such choice. Any person operating more than one 
farm, in order to be eligible for choice (B), must elect such choice 
for all farms for which he 1s ihe operator. The Secretary shall 
determine and announce the support price for producers who 
elect choice (A) and choice (B), respectiveiy, in advance of the 
planting season on the basis of the statistics and other informa- 
tion available at that time, and such support price shall be final. 
As soon as practicable after such announcement, the Secretary 
shall cause the operator (as shown on the records of the county 
commiliee) of each farm for which an allotment is established 
under the Agricultural Adjustment Act of 1938, as amended, 
to be notified of the alternative choices available to him. The 
operator of each farm, within the time prescribed by the Secre- 
tary, shall notify the county committee in writing whether he 
desires choice (B) to be effective for the farm. If the operator 
fails to so notify the county committee within the time prescribed, 
he shall be deemed to have elected choice (A). The choice elected 
by the operator shall apply to all the producers on the farm. 
Price support under this section shall be made available only 
if producers have not disapproved marketing quotas for the crop. 
In case marketing quotas are disapproved, price support to co- 
operators shall be as provided in section 101(d)(3). Whether 
marketing quotas are approved or disapproved, price support 
shall be made available only af acreage allotments under the 
Agricultural Adjustment Act of 1938, as amended, are in effect 
for the crop and only to cooperators. No price support for 
wheat shall be made available to producers outside the com- 
mercial wheat-producing area. The acreage on any farm which 
is determined under regulations of the Secretary to have been 
diverted from the production of wheat in order to be eligible for 
price support as provided in choice (B) shall be considered acre- 
age devoted to wheat for the purposes of establishing future State, 
county, and farm acreage allotments under the Agricultural Ad- 
gustment Act of 1938, as amended. In applying the provisions 
of paragraph (6) of Public Law 74, Seventy-seventh Congress 
(7 U.S.C. 1840(6)), and section 2(f) of the Wheat Act of 1959, 
relating to reduction of the storage amount of wheat, the acreage 
of wheat determined by the Secretary to have been diverted in 
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order to be eligible for price support as provided in choice (B) 
shall be regarded as wheat acreage of normal production on the 
farm. For the purposes of section 407 of the Agricultural Act 
of 1949 the current support price shall for each of the 1960 and 
1961 crops of wheat be deemed to be a price determined on the 
basis of a level of support of 75 per centum of the parity price 
as of the beginning of the marketing year. 


(The changes in existing law shown from this point on would be effective only 
for the 1969 and 1961 crops, except as indicated by footnote. References in 
existing law to corn are no longer effective.) 


Pusuic Law 74, 777TH, ConGress 
a 


That notwithstanding the provisions of the Agricultural 
Adjustment Act of 1938, as amended (hereinafter referred 
to as the Act)— 

(1) The farm marketing quota [under the Act] for 
any crop of wheat shall be the actual production of the 
acreage planted to such crop of wheat on the farm, less 
the [normal production or the actual production, 
whichever is the smaller, of that acreage planted to 
wheat on the farm which is in excess of the farm acreage 
allotment for wheat] the farm marketing excess. [The 
farm marketing quota under the Act for any crop of 
corn shall be the actual production of the acreage planted 
to corn on the farm, less the normal production or the 
actual production, whichever is the smaller, of that 
acreage planted to corn on the farm which is in excess 
of the farm acreage allotment for corn. 

The normal production, or the actual production, 
whichever is the smaller, of such excess acreage is here- 
inafter called the “farm marketing excess” of corn or 
wheat, as the case may be.] The farm marketing excess 
shall be an amount equal to double the normal yield of 
wheat per acre established for the farm multiplied by the 
number of acres planted to such crop of wheat on the farm 
un excess of the farm acreage allotment for such crop unless 
the producer, in accordance with requlations prescribed by 
the Secretary and within the time prescribed therein, estab- 
lishes to the satisfaction of the Secretary the actual produc- 
tion of such crop of wheat on the farm. If such actual 
production is so established the farm marketing excess shall 
be such actual production less the actual production of the 
farm wheat acreage allotment. [For the purposes of 
this resolution, “actual production” of any number of 
acres of corn or wheat on a farm means the actual aver- 
age vield of corn or wheat, as the case may be, for the 
farm times such number of acres.} Actual production 
of the farm wheat acreage allotment shall mean the actual 
average yield per harvested acre of wheat on the farm multi- 
plied by the number of acres constituting the farm acreage 
allotment. 
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(In lieu of the rate provided by the following paragraph, the rate 


would be the choice (A) support rate (65 percent of parity).) 





(2) During any marketing year for which quotas are in 
effect, the producer shall be subject to a penalty on the 
farm marketing excess of corn and wheat. ‘The rate of 
the penalty on wheat shall be 45 per centum of the 
parity price per bushel of wheat as of May 1 of the 
calendar year in which the crop is harvested. 

(3) The farm marketing excess for [corn and] wheat 
shall be regarded as available for marketing, and the 
penalty and the storage amount or amounts of wheat 
to be delivered to the Secretary [of the commodity] 
shall be computed upon double the normal production 
of the excess acreage. [Where, upon the application 
of the producer for an adjustment of penalty or of stor- 
age, it is shown to the satisfaction of the Secretary that 
the actual production of the excess acreage is less than 
the normal production thereof]. Jf the farm marketing 
excess so computed is adjusted downward on the basis of 
actual production, the difference between the amount of 
the penalty or storage [as] computed [upon] on the 
basis of double the normal production and as computed 
[upon the basis of] on actual production shall be re- 
turned to or allowed the producer or a corresponding 
adjustment made in the amount to be delivered to the Secre- 
tary if the producer elects to make such delivery. The 
Secretary shall issue regulations under which the farm 
marketing excess of [the commodity] wheat for the 
farm [may] shall be stored or delivered to him. Upon 
failure to store, or deliver to the Secretary, the farm 
marketing excess within such time as may be determined 
under regulations prescribed by the Secretary, the 
penalty computed as aforesaid shall be paid by the pro- 
ducer. Any [corn or] wheat delivered to the Secretary 
hereunder shall become the property of the United 
States and shall be disposed of by the Secretary for relief 
purposes in the United States or [in] foreign countries 
or in such other manner as he shall determine will divert 
it from the normal channels of trade and commerce. 

(4) Until the producers on any farm store, deliver to 
the Secretary, or pay the penalty on, the farm marketing 
excess of any crop of corn or wheat, the entire crop of 
corn or wheat, as the case may be, produced on the farm 
shall be subject to a lien in favor of the United States for 
the amount of the penalty. 

(5) The penalty upon corn or wheat stored shall be 
paid by the producer at the time, and to the extent, of 
any depletion in the amount of the commodity so stored, 
except depletion resulting from some cause beyond the 
control of the producer. 

(6) Whenever the planted acreage of the then current 
crop of corn or wheat on any farm is less than the farm 
acreage allotment for such commodity, the total amount 
of the commodity from any previous crops required to 
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be stored in order to postpone or avoid payment of 

penalty shall be voduenll by that amount which is equal 

to the normal production of the number of acres by 

which the farm acreage allotment exceeds the planted 

— The provisions of section 326 (b) and (c) of the 
Act shall be applicable also to wheat. 

(7) A farm marketing quota on [corn orJany crop of 
wheat shall not be applicable to any farm on which the 
acreage planted to [the commodity is not in excess of J 
wheat for such crop does not exceed fifteen acres: Provided, 
however, That on farm marketing quota on the 1960 and 
1961 crops of wheat shall be applicable to— 

(1) any farm on which the acreage of wheat exceeds 
12 acres; 

(ii) any farm on which any wheat 7s ‘planted if no 
wheat was planted on such farm for harvest in the 
calendar years 1957, 1958, and 1959; and 

(117) any farm on ‘which any wheat is planted if any 
of the producers who share in the wheat produced on 
such farm share in the wheat produced on any other 
farm. 

{The marketing penalty on corn or wheat shall not be 
applicable to any farm which, under the terms of the 
then current agricultural conservation program formu- 
lated under sections 7 to 17, inclusive, of the Soil Con- 
servation and Domestic Allotment Act, is classified as a 
nonallotment farm if the acreage of the commodity har- 
vested on such nonallotment farm is not in excess of 
fifteen acres or the acreage allotment for the farm, 
whichever is larger. If the acreage of the commodity 
harvested on any such nonallotment farm is in excess 
of fifteen acres and in excess of such acreage allotment, 
the normal production or the actual production, which- 
ever is the smaller, of the acreage harvested in excess of 
fifteen acres or such acreage allotment, whichever is 
larger, shall be taken as the farm marketing excess and 
shall be subject to penalty: Provided, That there shall be 
no penalty on wheat harvested on any such non- 
allotment farm from which no wheat is sold if the acre- 
age of wheat harvested on such farm does not exceed 
such acreage per family living thereon as may be used 
for home consumption without reducing the payment 
with respect to the farm under the then current agricul- 
tural conservation program: Provided further, That for 
the marketing year beginning in 1941, there shall be no 
marketing penalty on wheat with respect to any such 
nonallotment farm if the acreage of wheat harvested on 
the farm is not in excess of the usual acreage determined 
for the farm under the 1941 agricultural conservation pro- 
gram and the county committce determines, in accord- 
ance with regulations of the Secretary, that there will 
not be marketed an amount of wheat in excess of the 
1941 farm marketing quota.]' 


! The changes made in paragraph (7) are permanent, but effect only the 1960 and 1961 crops. The language 
deleted is no longer applicable. 
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* This subsection was made effective for wheat by paragraph (6) o Public Law 74, 77th Cong., ts no 





WHEAT ACT OF 1959 


(8) Until the farm marketing excess of corn or wheat, 
as the case may be, is stored or delivered to the Secretary 
or the penalty thereon is paid, each bushel of the com- 
modity produced on the farm which is sold by the 
producer to any person within the United States shall 
be subject to the penalty as specified in paragraph (2) 
of this resolution. Such penalty shall be paid by the 
buyer, who may deduct an amount equivalent to the 
penalty from the price paid to the producer. 

(9) (Not applicable to wheat.) 

(10) (Appheable only through the 1946 crop.) 

(11) The provisions of this resolution are amendatory 
of and supplementary to the Act, and all provisions of 
law applicable in respect of marketing quotas and loans 
under such Act as so amended and supplemented shall 
be applicable, but nothing in this resolution shall be 
construed to amend or repeal section 301(b)(6), 323(b), 
or 335(d) of the Act. 

[(12) Notwithstanding any of the foregoing provi- 
sions, the farm marketing excess for any crop of wheat 
for any farm shall not be larger than the amount by 
which the actual production of such crop of wheat on the 
farm exceeds the normal production of the farm wheat- 
acreage allotment, if the producer establishes such actual 
production to the satisfaction of the Secretary. Where 
a downward adjustment in the amount of the farm 
marketing excess is made pursuant to the provisions of 
this paragraph, the difference between the amount of the 
penalty or storage as computed upon the farm marketing 
excess before such adjustment and as computed upon 
the adjusted farm marketing excess shall be returned to 
or allowed the producer.] 


The Agricultural Apsustment Act of 1938 


~ * x * * 


Suc. 326. * *'* 

(b) [Whenever, upon any farm, ] Jf a farm is in compliance 
with its farm acreage allotment for any crop of wheat and the 
actual production of [the acreage of corn] such crop of wheat 
on the farm is less than the normal production of the [market- 
ing percentage of the] farm wheat acreage allotment, [there 
may be marketed, without penalty, from such farm an 
amount of corn from the corn stored under seal pursuant 
to section 324 which, together with the actual production 
of the then current crop, will equal the normal production 
of the marketing percentage of the farm acreage allotment. ]? 
; an amount equal to the deficiency may be marketed without 
penalty from wheat of previous crops stored by the producers on 
the farm to postpone the payment of marketing quota penalties. 

* *« as * * 


longer applicable to corn. 
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Bee... 336. ° * * 
* * * * * 
[(d) No farm marketing quota with respect to wheat 
shall be applicable in any marketing year to any farm on 
which the normal production of the acreage planted to wheat 
of the current crop is less than two hundred bushels. ] 


O 
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MILITARY CONSTRUCTION AUTHORIZATION FOR MILI- 
TARY DEPARTMENTS, FISCAL YEAR 1960 


May 19, 1959.—Ordered to be printed 


Mr. Srennits, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H.R. 5674} 


The Committee on Armed Services, to whom was referred the bill, 
H.R. 5674, to authorize certain construction at military installations, 
and for other purposes, having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended 
do pass. 

Purpose oF THE BILL 


The purpose of this bill is to provide construction and other related 
authority for the military departments, within and outside the United 
States, and (in title V) authority for construction of facilities for the 
Reserve components, in the total amount of $1,232,611,000, consist- 
ing of $1,227,882,000 in new authority, and an increase in prior years’ 
authorizations of $4,729,000. 
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ToTaL AUTHORIZATIONS REQUESTED 


srief of authorizations 
Title I (Army): 


Inside continental United States........................ $65, 900, 000 
Outside continental United States... ............<....... 24, 210, 000 
UN a alae ie len de te avec es arena ds ee 81, 830, 000 
PARI GURERIRONON nok i cackdceisccaswcnccwsesouee 10, 000, 000 
I 2 a Scaled an aaw ewe 181, 940, 000 
Title II (Navy): oa 
Inside continental United States_._..............-------. 110, 646, 000 
Outside continental United States. ---------- silat alana alas 29, 550, 000 
NO oe on 6, on eae a a a cree amet meer ativan aw ogee an eke A 18, 495, 000 
NEG Y CONNTEOION 6c ccicnnencananansnadndawkne 10, 000, 000 
DMS bn creatine ha pbedel bain bets aa aaeleeee 168, 691, 000 
Title III (Air Force): a 
Inside continental, United States............-.-.-.-.---- 289, 746, 000 
Outside continental United States........--..---------- 71, 759, 000 
Cl. di fod ha ed de beak Lt oLbAS OAS. .Y 443, 541, 000 
DTG GOUNGTUIIIR 5 ood ncrns cae candeiccesctdacense 15, 000, 000 
PII cco vs van ws Sn ca gales aaa alow We aaa 820, 046, 000 
PUtOtAl .... c.c-hetralees ad we dee eellnk dW greg g4ne cs 1, 170, 677, 000 
Deficiency authorizations: 
DE TAU Soreness a cna cewan ee eaennaae 1, 186, 000 
RINNE ooo aad naman aaa bine a cee 640, 000 
SE POOR Jon tie dicme anciiewi ete ben bt dn omhaa 2, 343, 000 
sic i baie RH Od eateries 4, 169, 000 
Title V (Reserve components) : 
Naval and Marine Corps Reserves_-_....-...-.---------- 8, 300, 000 
IT rN I as as adn vs ee a ara ee 4, 093, 000 
I eI i a a a ks sap ein dn nce aes ic 15, 580, 000 
a ae eeiaeen inset pat fos eben) or erento 20, 916, 000 
Ey OR, CROING Bikinis cccnnacdncdsdénscceuness 8, 316, 000 
ME... 3 cae dai De aaa noma a boa eee 57, 205, 000 
Deficiency authorizations: 
i i i os ae 470, 000 
DEN DEVO ic icccteeuieen cbwowene week wecuesabene=s 90, 000 
OR a ec ccumibausss uSDE Ad hedunc eae 560, 000 
Grand total of all authorities granted by titles I, II, III, 
is con, dunes eek ites anormal «nine eee 1, 232, 611, 000 


Form or CoMMITTEE ACTION 


The bill on which the committee has held its hearings is S. 1086. 
The companion bill, as passed by the House of Representatives, is 
H.R. 5674. Subsequent to passage of H.R. 5674, certain additional 
amendments were approved by the Bureau of the Budget and re- 
quested by the Department of Defense. These changes, together 
with those recommended by this committee, made it desirable to 
report a clean bill instead of amending the House passed bill. 





a ttl 
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SuMMARY OF Miuitary CoNnstrucTION AUTHORIZATION 


So that a review of the status of all military-construction authoriza- 
tion for the active forces through fiscal year 1948 to date may be 
made, the following summary is provided (all figures represent 
$1 million) : 


{In millions] 














Army Navy Air Total 
orce 
Total authorizations, fiscal year 1948 through fiscal year 1959___ $4,7 $4,107 | $13,215 $22, 066 
Less unfunded authorizations repealed and rescinded through 

fiscal year 1958__ : —674 —356 | —1,307 —2, 337 
Less estimated unfunded authorization to be repes aled by sec. : 

507 of Public Law 85-085. Se —142 —182 — 943 —1, 267 
Less appropriations, fiscal year 1948 through fiscal ye ar 1959 —3, 588 —3, 307 | —10, 402 —17, 297 
Less dollar equivalent of counterpart fund pesetas utilized = 

through fiscal year 1959_................ ad vaiiudsedbnainane 0 <0 —72 —122 

a ai authorization to be available at end fiscal year 
Eh Wasa R tintin careinieiasad wodumnaeeie eee eos : 340 212 491 1, 043 
Additional 1 new authorizs ation proposed by fiscal year 1960 bill_- +231 +195 +873 +1, 200 
Increases in prior year’s authorization proposed by fiscal year 
SN Ws naweages csccanceease KSbswee sidieelene +1 +1 +2 +4 
Total of fiscal year 1959 residual and proposed fiscal year 
1960 authorizations...........-. isdigtgs dae belisly naples 57 408 1, 366 2, 346 
Less unfunded authorization to be repealed by secs. 103(b); | 

203(b); 303(b); and 406 of fiscal year 1960 bill..............._.- —100 —86 —227 —413 
Less proposed fise: al year 1960 appropriation..........-... : —dl — 244 —894 —1, 479 
Less counte roe | fund auine eanaltie for utilization in fiseal 

year 1960-- asa a sawn antiel wane hanes 0 —10 0 —10 

Residual authorization to be availabe at end fiscal year 
i ecetocarceranstgeecectndvnicacsabe dian epcueteae se a ta 131 68 245 444 


This tabulation illustrates that the amount of residual authorization 
available to the three military departments is being steadily reduced 
each fiscal year. This means that each year the lowest priority proj- 
ects are eliminated through the annual rescission of unfunded author- 
ization, as provided under section 406 of this bill. Consequently, the 
balance of residual authorization left available consists of both urgently 
needed projects, and other projects for which the requirement has 
changed due to revisions in missions and weapons. The military 
departments are each using part of their annual construction appro- 
priations to assure continued progress on the most urgent of these 
residual projects. The remainder of their annual appropriation is 
applied to essential new project authorizations. It is necessary that 
a proper balance and control be maintained between these two seg- 
ments of the program, so that construction can satisfactorily proceed 
on both residual and new authorization, at a rate which is in proper 
relationship to the entire military construction program, and consists 
primarily of additional increments on Pre already underway, items 


required to support new weapons development, and essential mod- 
ernization of our bases. 


ComMITTEE Review PRocEDURE 


This year, the committee again emphasized the major and special 
policy areas which create the forces that require the facilities author- 
ized in the bill. It is of utmost importance to delve into these areas 
in order to understand and to evaluate the requirements of the military 
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departments. Even so, full consideration was given to each specific 
line item making up the construction program as will be reflected in 
the printed hearings. 

Prior to beginning the hearings, an agenda was worked out with the 
Office of the Secretary of Defense and the three military departments 
as to the major policy areas to be covered in a series of operations and 
special briefings. Witnesses came prepared to discuss in detail the 
following major programs: 


1. Continental air defense. 
2. Ballistic missile. 

3. Strategic Air Command. 
4. Antisubmarine. 

5. Army aviation. 

6. Strategic Army corps. 
7. Troop carrier. 

8. Antiballistic missile. 

9. Oversea bases. 
10. Family housing. 


The committee had the benefit of an excellent briefing on the 
continental air defense program by Gen. Earle E. Partridge, Com- 
mander-in-Chief of the unified North American Air Defense Command, 
and still another special briefing on the activities and missions of the 
various missile ranges. Participating in this briefing in addition to 
representatives of the three military departments were representatives 
of National Aeronautics and Space Administration and the Advanced 
Research Projects Agency in order that the views, opinions, and re- 
quirements of all concerned could be pulled together and evaluated. 

The Office of the Assistant Secretary of Defense for Properties and 
Installations and the military departments are to be commended for 
the careful review of the 1960 military construction program prior to 
its submission to Congress, which has been of considerable assistance 
to this committee. Also of great assistance was the early submission 
of the proposed legislation to the Congress on February 10, 1959, thus 
enabling the committee to give detailed study and consideration of 
the overall military programs necessitating the construction authori- 
zation requests contained in the bill. This enabled the committee to 
complete hearings on the bill at the earliest date in recent years. 

It was significant to note, however, that subsequent to the sub- 
mission of the proposed legislation numerous adjustments were re- 
quested by the military departments, both during and after the hear- 
ings were completed, thus causing confusion to the orderly 
consideration of the bill. It is the desire of the committee that in the 
future more careful consideration be given by the military to firm 
requirements and cost estimates in mabiae up the bill in order that 
subsequent adjustments may be held to a minimum. 
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Finat ComMitTEE AcTION 


As a result of committee action, the bill as reported differs in dollar 
areas from that crigirally presented as indicated below: 












































Authorizations Original Committee Difference 
action 
Active Forces: 
CO ee $231, 252, 000 $181, 940, 000 — $49, 312, 000 
RET cndcécuinnumadstimviibeinawondsnocenneaitgil 195, 284, 000 168, 691, 000 —26, 593, 000 
EF FOG iccaddcccctitictinedpeedndctannesssenidnn 872, 761, 000 820, 046, 000 —52, 715, 000 
SOON... ci cncccncctniedtdihanccqsacessustinein 1, 299, 297, 000 1, 170, 677, 000 — 128, 620, 000 
Reserve forces: 
National Guard. 
DIGNS As cnccnbhdidticinttninncmentiaaienill 8, 316, 000 DBE Ceceacsencetiienee 
BOP FOG canttbctiavdastetmntaiineentiinle 15, 536, 000 15, 580, 000 +44, 000 
oe ciara 
WOU ccc cnddbudssndeedendsnssnsnaa 23, 852, 000 23, 896, 000 +44, 000 
Organized Reserves: Se a 
Army... pocuchbbbndinaastmundeisnaiindineaineal 20, 748, 000 20, 916, 000 +168, 000 
a an ae 8, 300, 000 a 
BE PUB kcccncvbbtutinncsndsctdtidmibnditihidanend 4, 093, 000 COS Coccechadunnnehnnn: 
UE: ons dla. 2 ns seneniaiseneaa 33,141,000 | 33, 309, 000 +168, 000 
————_— — FE 
Gs PRONG Rs. ocodccnecodintinsatintitenndiediins 56, 993, 000 Scales eaten ses alte a een eeae 
elie Cilla. tik Said. kh ehsanneecbaee “$1, 356, 290, 000 | $1, 227, 882, 000 | —$128, 408, 000 


In addition to the above, the committee granted authority for the 
construction of 27,570 units of family housing, broken down as follows: 
461 units appropriated fund housing; 3,444 units to be constructed out- 
side the United States from funds generated through the sale of surplus 
commodities; and 23,665 units of Capehart housing. A limitation of 
21,500 units has been placed on the number of Capehart units that 
may be contracted for during fiscal year 1960. 

The committee’s actions and recommendations are made with 
constructive intent and should not be construed as criticism of the 
Defense establishment. The committee is pleased to note that the 
construction bill proposed by the Department of Defense for fiscal 
year 1960 was well thought out, austere in proportions, and con- 
siderably less than programs of recent years. 








6 MILITARY CONSTRUCTION AUTHORIZATION 


SuMMARY OF DeEFIcIENCY AUTHORIZATION 


The bill also provides additional monetary authorization to correct 
deficiencies in authorization for certain projects authorized under 
previous military construction acts, and in some cases repeals the 
authorization. There follows a listing by individual project and 
public law of the amounts previously authorized and the amounts as 
changed by the bill: 

















| 
Existing |As amended| Section 
Public Law | Section | Installation amount by bill | of bill 
| | authorized 
BREE g ccasuinn 101 | Aberdeen Proving Ground, Md-__._..........| $2, 288, 000 2, 613, 000 105 
Pe aes 101 | New Cumberland General De Dot, Pi cicececss 464, 000 | 597, 000 105 
RE 101 | Fort Huachuca, Ariz..........................}| 1,936,000 2, 276, 000 105 
EET ivecnceen 101 | Fort Leonard Wood, iors sistance anaes: 4, 663, 000 , 051, 000 | 105 
§34/83d_.....-- | 1202 | Classified installations_ eeenitinaenact aon 72) 35, 000 205 
968/S4th....__-| 201 | Naval Air Station, Memphis, ‘Tenn ‘ 511,000 | 664, 000 206 
968/84th......- 2201 Marine Corps Air Station, Cherry Point, N.C. 273, 000 | 330, 000 | 206 
Es a crcevante 201 | Marine Corps Air Facility, New River, N.C 39, 000 52, 000 207 
ea... 201 | Marine Corps Base, Camp Pendleton, Calif_._| 1, 469,000 | 1, 596,000 | 207 
eee 201 | Naval Security Group Activity, Istanbul, 130, 000 320, 000 207 
| Turkey. 
ac 301 | Ladd Air Force Base, Alaska_....---- _| 1,630,000 | 1,895, 000 | 305 
85-685........- | 301 se Air Force Base, Great Falls, | 1,832,000 | 2,182,000 | 306 
Mont. 
85-685........-| 301 | Offutt Air Force Base, Omaha, Nebr... 3, 265, 000 3, 890, O 306 
| | i el 301 | ee Bong Air Force Base, Kansasville, | 15,552,000 | 16, 665,000 | 306 
| is. 
66-685...<..-+>- 603 | Naval Air Station, Denver, Colo...........--- | 652, 000 Nore | 502 
85-685. ...---.- | 603 | Naval Air Station, Niagara Falls, N.Y-.....--- 652, 000 Nor 502 
85-i85......... | 603 | Barnes Field, Westfield, Mass. Stist yet estat 740, 000 1, 030, 000 502 
85-685_........ GOR i Vertis ROCIO iss ki vn ciietding ct tcscunsne | 300, 000 | 480, 01 503 
603 | Army Reserve Center, Canton, Ohio_....-...- 40, 000 | 61, 000 502 
603 | Army Reserve Center, Greenwood, 8.C....... | 85, 000 | 117, 000 | 502 
603 | Army Reserve Center, Johnstown, Pa-.....-. | 99, 000 136, 000 502 
85-685.........] 603 | Army National Guard Armory, Bethiehem, 45, 000 | None | 502 
Pa. | 
85-685.........| 603 | Army National Guard Armory, Carlisle, and 45, 000 None | 502 
85-685_ 603 | Army National Guard Armory, Chester, Pa_-| 206, 000 | None 502 
85-085.-..-----| 603 | Army National Guard Armory, Clayton, | 57, 000 None 502 
N. Mex. } 
85-685. ........ 603 Army National Guard Armory, Hammonton, 175, 000 | None | 502 
85-6°5_........] 603 | Army National Guard Armory, Ligonier, Pa_| 45, 000 | None 502 
85-685...-..-.- | 603 | Army National Guard Armory, Northwest 130, 000 | None 502 
| | §t. Paul, Minn. | | 
85-685.........| 603 | Army National Guard Armory, Pitman, N.J-_} 175, 000 None 502 
85-685. ........ | 603 Army National Guard Armory, Princeton, 175, 000 | None 502 
NJ. 
85-685. .......-| 603 | Army National Guard Armory, Salem, N.J--| 15, 000 None | 82 








1 As amended by Public Law 85-241 and 85-685. 
2 As amended by Public Law 85-685. 


HospitaL CONSTRUCTION 


Again this year, the committee feels constrained to express concern 
over the hospital construction program of the military departments. 
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Originally requested in this bill was authorization for construction 
of nine hospitals as follows: 











Bed Square Cost per Cost per 
Location capacity feet Cost square bed 
foot 
i apttateghndeenreteamadaneaonadsisan tans poaacacenainisiegel t-shirts Ravine ae 
Army: | 
Redstone Arsenal, Ala.t..............- 46 45, 822 $844, 000 $18. 42 $18, 347 
ant UMN ¥ 8. icnwtinbnopspladsadiios 150/300 129,000 | 4,866, 000 37. 72 32, 440 
Navy: | 
Naval Air Station, Lemoore, Calif.3_..| 67 47, 000 1, 949, 000 41.47 29, 089 
Naval Station, Roosevelt Roads, P.R. + 40 18, 900 | 647, 000 34. 23 16, 175 
Air Force | 
Sheppard Air Force B: a | 300/500 222,500 | 6, 934, 000 31. 16 23, 113 
Clinton County Air F asc , Ohio &.| 30/50 40, 870 1, 348, 000 32. 98 44, 933 
George Air Force B eS 50/50 43, 700 | *1, 848, 000 42. 29 36, 960 
Clark Air Force Bast lilippines 7 200/200 108, 868 4, 506, 000 41.39 22, 530 
Lakenheath-Milk jenhall, U nited King- 
dom $ esheh ebiatenan’ cadens 150 85,930 | 3,334, 000 . 38.80 22, 226 
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1 This is a conversion of an existing structure to a hospital. 

2 This is shown in S. 1086 as $4,366,000. Subsequent cost adjustment by the Army increased amount to 
$4,866,9 ) - 

3 Total authorization requested is $2,343,000 which includes a garage for $10,000 and a dental clinic for 
$384,900 


‘This is a 2d increment to existing facilities. The total authorization being requested is $872,000 which 
includes a dental clinie at $225,000 

§ Original cost estimate was $1,983 000 but House committee reduced to $1,600,000 which figure includes 
an additional $251,000 for a dental clinic which was deleted for purpose of this comparison. 


¢ Amount shown in bill is $2,222,000 which includes $324,000 for a dental clinic deleted for purpose of this 
com pari oh . 

1 Estim I ati » in bill is $4,900,000 which includes $394,000 for dental clinic deleted for purpose of this com- 
parison : ; : ae ‘ ce 

§ In addition to figures shown In this table, there is included in total authorization request, $244,000 for a 
6,300 square foot dental clini 


Concerning hospital construction, the Department of Defense has 
this to say: 


Costs of military hospitals cannot be equitably compared 
with published costs of civilian hospitals because of a num- 
ber of variables. Some of these variables include (1) method 
of figuring areas; (2) items included in the reported costs 
such as design costs, equipment costs, administrative costs, 
and costs of donated equipment. 

Military hospitals differ from civilian hospitals in the fol- 
lowing respects: (1) expandable feature; (2) longer treat- 
ment period per patient requires additional facilities such 
as occupational therapy, morale and welfare departments; 
(3) flight surgeon’s department; (4) public health activities; 
(5) larger storage space to provide emergency and mobiliza- 
tion medical supplies; (6) space for instruction of technicians, 

In addition to the above, military construction is subject 
to more stringent procurement regulations which provide 
for more detailed specifications, inspection, and_ testing. 
Also, contracts provide for minimum wage rates set by the 
Department of Labor. Military projects are generally lo- 
sated in more or less isolated areas where suitable labor is 
not easily obtainable, thus causing premiums to be paid. 

With reference to comparable costs of civilian hospitals 
with those indicated in the fiscal year 1960 military construc- 
tion program, Redstone Arsenal is a conversion project and 
as such, a comparative analysis would not be feasible. The 
hospital at Roosevelt Roads, P.R., is in the same category, 
since it is to be constructed on existing foundations. In the 
Air Force listing, Clark Air Force Base and Lakenheath- 
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Mildenhall Area, U.K., are overseas projects and compara- 
tive analyses are impractical. 

For the remaining projects where comparisons might be 
feasible, costs of 28 comparative civilian hospitals have been 
noted. Paradoxically, these vary from $22.60 per square 
foot for a 100-bed hospital to $40.50 per square foot for a 
220-bed hospital. These represent community hospitals 
(built with the aid of Hill-Burton funds) with prices adjusted 
to October 1958 as obtained from Public Health Service 
records. These prices include construction costs, equipment, 
design, inspection, and administrative costs. To make these 
costs comparable with the fiscal year 1960 program, approxi- 
mately 5 percent should be added, but since military hospital 
prices do not include certain items of expendable equipment 
included in the above costs we might consider this a standoff. 


The committee agrees that it is most difficult to compare military 
hospital costs with the costs of civilian hospitals; perhaps for the 
reasons stated above, but also because civilian hospital costs made 
available to this committee include the entire package which includes 
all collateral equipment. In other words, the overall cost of a hospital 
ready to operate. The committee found it difficult to compare costs 
of one military hospital with another. In this regard, the Depart- 
ment of Defense has advised that requirements vary at each location. 
Hospital designs are tailor made to suit each mission and there is no 
consistency in all the features. For example, hospital designs with 
expandible chassis cost more per square foot or per bed than hospitals 
in which all the beds are provided initially. Also hospitals designed 
for special purposes generally cost more per bed and per foot than 
general purpose hospitals. 

The costs per square foot submitted by the military departments 
were based only on the cost of the building structure and did not in- 
clude utilities or movable equipment. For the purpose of the above 
comparisons, the committee included utilities in the overall costs, 
although no provision was made for movable equipment. Certainly 
utilities are an integral part of the original cost of the hospital and 
should be so included. Due to the lack of sufficient information in 
the variance of the type of movable equipment that might be installed 
in a military and civilian hospital, no effort was made to include in 
the above computations the cost of such equipment, which for example 
in the case of the Clinton County hospital amounts to an estimate 
$78,000. 

In order to show as nearly comparable figures as possible between 
the military and civilian hospital costs, the committee has deleted 
from cost computations space and costs allocated for dental clinics in 
military hospitals, even though these costs go to make up the total 
cost of the project. 

Figures made available to the committee from independent reliable 
sources disclose that the New Washington Medical Center in Washing- 
ton, D.C., reputed to be one of the most modern hospitals in the 
country, cost less per bed, exclusive of movable equipment, but 
inclusive of a nurse quarters than several of those requested in this 
bill. Under the Hill-Burton Act, the average construction costs for 
the last 4 months of 1958 for hospital construction amounted to 
$19,500 per bed. By way of explanation, this figure includes every- 
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thing for a complete operating hospital. The range of costs under the 
Hill-Burton Act were from $12,860 per bed to $22,840 per bed. 
The costs per square foot ranged from $14.53 to $34.37. This again, 
includes a complete hospital ready to operate. The committee has 
been informed that most excellent facilities and construction can be 
obtained for $31.06 per square foot. From private sources, it has 
been ascertained that the rule of thumb for hospital construction in 
some Southern States is $10,000 per bed. 

It may be seen from these comparisons that the estimated costs of 
proposed construction of military hospitals are excessive when com- 
pared to civilian hospitals, even allowing for special military require- 
ments. The committee feels that this is attributable, at least in part, 
to the excessive use of refinements, superfluous equipment, and over- 
loading of criteria which are ni t essential to the welfage- of the patients. 
It is the desire of the comn.'ttee that military personnel and their 
dependents be provided the best of medical and hospital facilities in 
every respect; however, hospital construction must be on a more 
modest basis. 

COMMITTEE ACTION 


In light of the above, the committee at this time does not recom- 
mend authorization for the hospitals listed above until more realistic 
cost estimates are forthcoming, with the exception of the hospitals at 
Clark Air Force Base, Philippine Islands, the Naval Station Roosevelt 
Roads, Puerto Rico and the Lakenheath-Mildenhall Hospital in 
England. ‘Testimony indicates that the hospitals at Clark Air Force 
Base and the naval station at Roosevelt Roads are badly needed. 
They appear to be planned on a relatively austere basis and the Clark 
Air Force Base hospital services the entire Far Eastern area, serv- 
ing personnel of the three military services as well as civilian personnel 
of the State Department and other agencies. The Lakenheath- 
Mildenhall Hospital is a Commodity Credit project, and a real need 
exists for this structure. 

The committee does not intend to imply that these hospitals are not 
needed, but simply that cost estimates appear to be entirely unrealistic. 
The question of authorization for these hospitals is open for further 
consideration if more reasonable estimates are forthcoming. The 
committee desires to emphasize however, that if new estimates are 
forthcoming and approved by the committee, the military depart- 
ments will be expected to stay within those estimates and not return 
at a later time for further authorization. 

The committee has, therefore, deleted from title I, the hospitals at 
Redstone Arsenal, Ala., and Fort Eustis, Va.; from title II, the hos- 
pitals at the Naval Air Station, Lemoore, Calif., and from title II, 
the hospitals at Sheppard Air Force Base, Tex., the Clinton County 
Air Force Base, Ohio, and the George Air Force Base, Calif. 


Navat Arr Station, Rota, SPAIN 


The committee has deleted from the bill an authorization request 
for operational facilities at the Naval Air Station, Rota, Spain, in the 
amount of $11,934,000. If granted, this authorization would permit 
the dredging of Rota Harbor to a depth of 40 feet for the purpose of 
permitting large tankers and certain carriers to go alongside a pier. 
Considerable sums have been previously authorized and obligated 
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for facilities at this naval air station, including dredging the harbor 
to a depth of 35 feet. After carefully considering testimony and 
other data relating to this project, the committee is of the opinion 
that it does not have the priority of others that are being deferred: 
Present facilities are sufficient to accommodate large tankers. The 
committee believes that the funds required to accomplish this dredging 
might better be used for modernizing the fleet and other high priority 


requirements. 
NORAD HerapQuaRTERS 


The committee has approved the authorization requested in the 
amount of $10 million for the underground Combat Operations Center 
at the North American Air Defense Command Headquarters, Colorado 
Springs, Colo. The Department of the Air Force has advised that a 
definite site in the area of Cheyenne Mountains has been selected 
and that the center as presently planned will provide the desired blast 
over pressure protection. The estimated cost of the completed 
structure is approximated at $28.5 million. 


Arr ACADEMY 


The committee is greatly concerned over many aspects of the 
construction program at the U.S. Air Force Academy in Colorado 
Springs, Colo. 

The Comptroller General of the United States in a report dated 
April 1959, states that the original authorization of $139 million will 
have been expanded without specific authority from Congress to $269 
million. This seems to be a disregard of congressional authority. 
The Air Academy was not authorized in a general construction bill 
by this subcommittee but by a special act of Congress. The com- 
mittee proposes to investigate the matter and to determine where the 
responsibility rests for this apparent disregard of congressional intent. 
In the meantime, the committee requests that no new contracts be 
let without svecific consultation with the Armed Services Committees, 
The committee further desires that it be distinctly understood that 
no steps be taken to construct airfield facilities at the Academy unless 
line item authorization is first obtained from the committees. 


Bo.LuInGc-ANACOSTIA AIRFIELDS 


For some time now the committee has expressed grave concern over 
the problems arising from multiple utilization of airspace by military 
and civilian aircraft. A ease in point is the Bolling-Anacostia facili- 
ties, Washington, D.C. Considerable funds have been authorized 
and appropriated to enable the Department of the Air Force and the 
Department of the Navy to move their operations from Bolling: 
Anacostia to the Andrews Air Force Base and the John Tower Air 
facility located at Andrews. It is hoped this transition will be com- 
pleted in the near future. ‘The committee expects no further expendi- 
tures to be made for the expansion or conversion of the Bolling- 
Anacostia facilities other than for ordinary and necessary maintenance 


unless specifically authorized by the Committees on the Armed Services. 


Air DEFENSE SYSTEMS 


For several years the committee has emphasized the importance of 
decisive action by the Department of Defense to eliminate wasteful 





MILITARY CONSTRUCTION AUTHORIZATION 11 


overlapping in weapons systems. This is particularly true in the area 
of antiaircraft missiles which have been the subject of extensive dis- 
cussion and deliberation. In an attempt to force a decision in this 
regard, the committee last year reduced the construction authoriza- 
tion for antiaircraft missiles by 20 percent and made the combined 
remainder available for utilization in the systems selected by the 
Secretary of Defense. The committee was desirous that an entire 
reappraisal be made of the air-defense concept solely in terms of 
effectiveness and without preference to individual systems or military 
departments to assure the most defense for the dollar invested. The 
clear-cut decision desired has not been made. The following question 
ing of the Secretary of Defense that occurred during hearings on the 
De »partment of Defense appropriation bill for fiscal year 1960 clearly 
illustrates the current status of the subject: 


Senator Stennis. Now, my question, Mr. Secretary, with 
great deference to you, is this: 

I want to know if you have reached a decision. Appar- 
ently you have not stopped any of these programs; you are 
letting both of them go forward, but both of them on a 
limited scale. 

My question is: Have you reached a decision as to either 
one of them, and why not give one or the other the green 
licht and let it go ahead rather than take two along, NIKE 
and BOMARC, on a Feduced scale? 

‘cretary McE roy. Thereis no question that, asmentioned 
earlier in one of chive hearings, that this is one of the areas 
of our defense work which has been, I suppose, more difficult 
than any I have touched to receive in a way that is at all 
satisfying 

Senator Srennts. You say this is the most difficult matter 
that you have had to deal with; is that right? 

Secretary McE roy. It really is, yes. What is involved 
here, as I also indicated earlier, is that you have a shifting 
of the type of attacking vehicles against which you must 
cle ‘fer id. 

You expect they will continue to be bombers. You think 
as the years go by the bomber coming in will be of lesser 
importance than another type of incoming weapon, which 
while it uses the air will not be defendable against, by the 
same weapon as you use to defend against bombers. 

Now, we have had to say to ourselves—this is what we 
said about our own attacking foree—until we can really 
believe that there is going to be an effective missile attacking 
force against us, we have got to assume that the effective 
force of the enemy is going to be bomber in the same way 
that we say our effective attacking force against him for 
some years to come is going to be the bomber. 

Therefore, our defense must be an antibomber defense. 

Now, coming to your question as to why we need both of 
these, and this has been given immense study, it seems from 
the best views we hav e, including our Joint Chiefs of staff, 
and General Twining may want to comment on this when | 
have finished, that the thing which will happen in the future 
to the bomber will be an increase in speed and also I am 
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talking now about a Russian incoming bomber and also that 
the bomber will have missiles of the HOUNDDOG type, 
just as we expect ours to have missiles of the HOU NDDOG 
type, therefore our job is to push further out with our 
defense, and therefore count less and less on what we thought 
as the point defense. 

With that as a likelihood of the bomber problem against 
which we must defend, we continue our work on the develop- 
ment of the F-108 interceptor, which is mach 3, which is 
long range, it is a very sophisticated aircraft and combination 
system. It is really a combination of an aircraft and missile 
which gives you a system concept. 

That gives your furtherest reach out. Then, for missile 
purposes, it looks very much as if the BOMARC with its, 
we hope, about four to five hundred mile range in the new 
version, will have the greatest backup to the interceptor be- 
cause it does have the ability to reach out. 

Now, we push the interceptor as far as we can north and 
to the east and in whatever direction we think these may be 
coming from. 

But we then have a BOMARC capability flown from the 
interceptor zone where we can have a peripheral protection, 
including the protection that would be supplied to some 
degree by BOMARC’s in Canada. 

Now, you may recall, having read the Canadian Govern- 
ment decided to abandon its high performance interceptor 
and give up the production of this CF-105, but in doing so 
it also decided to buy some BOMARC’s following the de- 
termination of the Canadian Government as to the system it 
would rely on for the alternative kind of air defense. 

So here you have interceptors and the decision of both 
cabinets on a combination of BOMARC and interceptors. 

Now, there is one other factor in this. That is that the 

SAGE ‘system which is the system that directs both the 
BOMARC and the interceptors to their targets can be 
effective in guiding both of those. We have not yet inte- 
grated the NIKE system into that SAGE ground environ- 
ment directional system. 

So to net it down, it looks to me again, with plenty of 
conversation I am afraid still going on in the Defense 
Department before we get it defined, there will be inter- 
ceptors to the north, there will need to be a stream of 
BOMARC sites around the periphery and only a relatively 
small number of additional high priority target areas will 
be considered as further NIKE sites, I believe. 

Senator Stannis. Frankly, I can understand, then, your 
leanings toward BOMARC. Apparently its future being so 
much more extensive, I cannot understand why you keep 
recommending the installations and support a talltionn 
for NIKE. 

Now, if I vote to recommend that to the Congress, I am 
saying to my colleagues and the American people that I be- 
lieve it is more important there than it is to go toward 
modernizing the Army so to speak, with weapons and mod- 
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ernizing the Navy ships and increasing our Marine landing 
teams and Army combat battalions, and I just do not believe 
that that is true. 

I do not want to certify in a bill that I believe that these 
priorities are that when I think just to the contrary very 
strongly. 

As I say, that is no hasty conclusion. It is based on 
testimony. 

I am beginning to think that the Department of Defense 
itself would welcome a congressional decision on this matter 
and then you could move on into a more positive program. 

Secretary McE troy. You certainly have touched us in a 
place where I would call vulnerable. 

Senator Stennis. | do not want to embarrass you. 

Secretary McE.roy. You are not embarrasSing us. This 
is one where we have not done very well in making a decision. 

As far as I am concerned, it would not bother me if you 
held our feet to the fire and forced us in connection with this 
budget. 

Senator SreNNis. | appreciate your attitude tremendously, 
because I frankly think that is what has to be done, Mr. 
Secretary. 

Secretary McE.roy. I[ think it is time. 

Senator Stennis. | think we can assure you a recommen- 
dation along that line, anyway. I do not know what will be 
the outcome of it. 


The NIKE system has evolved through several stages—NIKE- 
AJAX, NIKE-HERCULES, and later, an improved NIKE-HER- 
CULES. These modifications and conversions have entailed large 
expenditures while achieving relatively modest extensions in the range 
at which an incoming aircraft could be detected and destroyed. This 
range capability could be seriously inadequate, particularly against 

“standofl”’ bombers equipped with air-to-surface missiles. 

Although the military construction costs of converting NIKE- 
AJAX sites is relatively minor, the cost in missiles, warheads, and 
personnel is substantial. The committee is disturbed by the dangers 
attending the storage of atomic warheads for these missiles in popu- 
lated areas. Another danger is that which would result from the 
detonation of these atomic warheads at short ranges over the defended 
populated areas. 

It is the committee’s view that intercontinental ballistic missiles 
are becoming the primary threat to bases of the Strategic Air Com- 
mand and that the required missile defense against aircraft should be 
provided by area type weapons that afford multipurpose protection of 
cities, strategic bases, and other vital facilities. 

The committee has concluded that the NIKE-AJAX-NIKE- 
HERCULES system is virtually obsolete and that the further ex- 
penditure of funds to expand the system, except in overseas areas 
where it micht have a tactical value, is unwarranted. It is not the 
purpose of the committee to weaken our defense, but to the contrary 
to strengthen it. The committee recommends that the Secretary of 
Defense give renewed consideration to a reappraisal of the perimeter 
defense concept to assure the best air defense system possible. 
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COMMITTEE ACTION 


To effectuate its views, the committee has deleted $17,332,000 of the 
$22,413,000 requested in the bill as new authority for extension and 
improvement of the NIKE system. The authority granted is for 
improvement of the system outside the United States, for one new 
installation there, and for construction affecting the welfare and com- 
fort of personnel assigned to existing installations within the United 
States. 

The committee proposes to repeal authorization for the construc- 
tion of 50 NIKE-HERCULES batteries at 25 locations within the 
United States and for 8 batteries in Hawaii, and asks the Department 
of Defense for a revised program. ‘This construction was authorized 
in Public Law 85-685 but has not yet been placed under contract. 
Until final congressional action has been taken on this proposed can- 
cellation, the committee expects the Department not to make contract 
awards under this authorization. The committee expects the Secre- 
tary of Defense to come forward with such a master plan in sufficient 
time for the committee to give consideration to such plan before this 
Congress adjourns in order that it may present its recommendations 
to the Congress. 


ORGANIZATION FoR AIR DEFENSE 


The committee still is concerned about the division of responsibility 
within the air defense field. 

The following excerpts from testimony by the commander in chief 
of the North American Air Defense Command is illustrative of this 
problem: 


Senator Stennis. Now going right on one step further that 
I have never been able to understand, this Air Force installa- 
tion for SAC bombers, say it is No. A, and you are in com- 
mand of its defense. If you detect a bomber coming in, you 
send up Air Force planes to intercept it, but if it gets on 
through then you have the Army try to shoot it down. 
Now why do you call on the Air Force at one point and the 
Army on the other? Why is that divided responsibility? 

General Partripcr. That is a very good question. If we 
were going to take a clean sheet of paper and start over again, 
the whole air defense system should be in one service. The 
detection, surveillance, and everything should be in one 
service. It would make it very much simpler. But the fact 
of the matter is that the Army has, by its roles and missions, 
the job of providing weapons for air defense, surface-to-air 
missiles for air defense, and it’s doing so. But the system 
which operates these is the North American Air Defense 
Command. All of these units operate under techniques and 
procedures set down by my headquarters. 

Senator Stennis. This is not a personal question at all, 
but as the commander who has charge of all of it, have you 
ever proposed or do you consider proposing a plan that will 
start to eliminate this situation and bring it in line with what 
you say it should be? 

General ParrripGe. I have never proposed such a plan, 
but I have certainly thought about it a lot of times. 
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Senator Stennis. Well, you might propose it to us. We 
came pretty near putting it into effect. It would help us in 
our thinking, General. ‘This is a most serious concern to us 
as I know it is to you, although you and I have never dis- 
cussed this matter. 

General ParrrinGe. It is to me. Quite seriously, let me 
say if we could get all the air defense activities under a single 
service, it would be a far better arrangement. than we have 
today, and let me give you just one example. 

The Army has the job of developing NIKI-ZEUS. This 
is probably going to be one of the most complicated pieces of 
equipment, most demanding pieces of equipment, ever built 
for military or any other use. At the same time, the Air 
Force has been given the job of providing the early warning 
system. These systems must be completely integrated, and 
it would be ever so much easier, from the commander’s s point 
of view in Colorado Springs, where the systems have to tie 
together, if one service were doing the job. 

I do not know that we can ever bring that about, and I 
would not propose it. But it would be easier that way. 

Senator Srennis. I want to make clear that I think the 
Army, as I understand it, has done an excellent job with 
what has been assigned to them, and they have an excellent 
antimissile missile program and antibomber program. | am 
talking about the system alone, and I think that this is a 
glaring defect. It seems to me this divided responsibility 
is one of the things that is pushing all the services right on 
into one service, one command, and one uniform, it is so 
glaring. 

I saw a news item the other day that 15 Air Force officers 
and 15 Army officers had been in conference with reference 
to a NIKE installation, and that just pointed up the man- 
power, the talent, the time, and everything else, that was 
consumed there. They were cooperating, but they had 15 
officers meeting from each group. 

I do not want to take too much time, but it is a matter 
this subcommittee has been interested in for many years. 


The committee is convinced that the Secretary of Defense has 
adequate authority to provide for an integrated responsibility for air 
defense, and sharply defined areas of responsibility. In the com- 
mittee’s opinion, this authority existed before the Department of 
Defense Reorganization Act of 1958. If there were any doubt how- 
ever about such authority, the 1958 act eliminated it. The committee 
urges the Secretary to devote further attention to the assignment of 
functions in air defense. 


ANNUAL AUTHORIZATION FOR AIRCRAFT AND MISSILES 


Section 413 of the bill would initiate a requirement for an annual 
authorization for the design, development, and procurement of 
aircraft. and missiles. 

Large amounts are being appropriated annually for aircraft and 
missiles on the basis of authorizations that are exceedingly broad in 
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terms. More than $9 billion of proposed appropriations for these 
purposes are contained in the defense appropriation bill for fiscal 
year 1960. 

The authorizations on which these large appropriations are based 
are no more specific than that ‘the Secretary of the Army may pro- 
cure materials and facilities necessary to maintain and support the 
Army * * *’, that “the President may acquire, construct, or manu- 
facture naval airplanes, spare parts, and equipment necessary to 
provide and maintain 15,000 useful naval airplanes * * *’, that 
“the Secretary of the Navy may procure and construct guided mis- 
siles’’, and that “‘the Secretary of the Air Force may procure guided 
missiles and 24,000 serviceable aircraft or 225,000 airframe tons of 
serviceable aircraft, whichever the Secretary considers appropriate.” 

The aircraft and missiles procured under these authorizations, while 
entailing large expenditures in themselves, also generate requirements 
for expenditures in other major budget categories, such as personnel, 
construction, and operations and maintenance. Lack of specificity 
in authorization for aircraft and missile procurement is in sharp 
contrast to the detailed annual authorizations for military construction 
which prescribe locations, categories, and amounts of construction 
authorization to be undertaken. 

The committee has concluded that in the discharge of its legislative 
responsibilities an annual review of the aircraft and missile procure- 
ment programs is needed. A thorough examination of this area of 
activity may serve to reduce the enormous cost of defense and should 
assist the Committees on Appropriations in their consideration of the 
mammoth defense budget. 


Miss1ttE RANGES 


The committee is deeply concerned over the magnitude of expendi- 
tures which have been proposed in the fiscal year 1960 military con- 
struction authorization program for missile range facilities. For the 
three services, these proposed authorizations total approximately $110 
million. 

The Army portion of this proposed program approximates $71 
million for facilities at the White Sands, N. Mex., national range, the 
McGregor and Oro Grande ranges in Texas, at Kwajalein and Johnson 
Islands in the Pacific, and at Ascension Island in the Atlantic. 

The Navy program of $31 million is primarily in furtherance of 
another national missile range, namely the Pacific range, Point 
Mugu, Calif., and segments located at San Nicholas and San Clemente 
Islands, Calif., Eniwetok, Kaneohe Bay, T.H., Wake and Midway 
Islands in the Pacific, and at the Air Force Missile Training Command, 
Patrick Air Force Base, Fla. 

Approximately $8 million will be applied by the Air Force to further 
construction of facilities relating to the third national range at Cape 
Canaveral, Fla., and segments at Ascension Island, Antigua, British 
West Indies; and Santa Rosa Island, Fla. 

A further discussion of the missions of the three national missile 
ranges is contained later in this report. 

Although the vital importance of the missile development program 
which these ranges support is fully recognized, the committee feels that 
greater efforts must be made to reduce expenditures for the continued 
expansion of the numerous ranges which are now in use by the three 
separate Departments, 





MILITARY CONSTRUCTION AUTHORIZATION 17 


It is recognized that both overwater and overland ranges are neces- 
sary, due to special instrumentation, support, and recovery problems 
which are inherent in the missile development field. The committee 
is not convinced, however, that the future ansion which has been 
projected for the various missile ranges would be necessary to the 
extent proposed if each range is given maximum utilization, and joint 
use by the three services is made fully available. It would appear 
that some duplication certainly exists between the Atlantic and the 
Pacifie missile ranges, and the Department of Defense is called upon 
to be sure that duplicate and overlapping capabilities are not provided 
at both of these ranges in support of firing activities which could be 
accomplished at one or the aber separately by better planning and 
scheduling of firing activities. 

The committee will look with disfavor upon further land acquisitions 
to expand existing overland ranges. w- 


Muurrary Famity Hovusine 


In the report on last year’s bill the committee devoted considerable 
attention to the subject of family housing, in recognition of its impor- 
tance for the retention of career personnel, and the magnitude of the 
various programs designed to meet the need. The committee expressed 
its coneern over the possibility of overbuilding, and emphasized its 
desire that care be ahée to relate the size of proposed projects with 
conservative estimates of long-range personnel strengths. 

The requested authorization for housing units originally presented 
to the committee was for 21,701, as follows: 


Number of Number of | Total num- 
appropriated| Capehart | surplus com-/ ber of units 
fund — in| units in bill | mo —. — in bill 


7, 082 
4, 422 
10, 197 


21,701 


Subsequently, however, the Defense Department submitted revised 
requests bringing this total up to 26,310 units. To briefly illustrate 
the magnitude of the family housing problem, from August 1, 1952, 
to February 28, 1959, 103,731 units of family housing were placed 
under contract at a total cost of $1,594,205,000. In addition, if all 
units requested in this bill are placed under contract, a contingent 
liability of $455,202,000 will result, with the total eventual cost of 
$733,854,945. There follows a detailed analysis of the housing 
program. 
PROGRAMING LIMITS 


With regard to the principle domestic program (Capehart), last 
year’s report requested that the Secretary of Defense, prior to adver- 
tising for bids, certify that proposed projects were consistent with 
long-range moos projections, and either would not raise total military 
assets at installations above 55 percent of gross requirements, or 
were exceptions justified on the basis of isolation or unusual military 
conditions. 


59003°—59_ S. Rept., 86-1, vol. 3-13 
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Subsequently, the Secretary of Defense has certified to the com- 
mittees 46 Capehart projects totaling 16,509 units, through February 
17, 1959. Of the projects certified, 21 (10,027 units) were within the 
55 percent limit, and 25 (6,482 units) were justified. as exceptions on 
the basis of isolation or military necessity. 

The various housing programs have been explored at great length 
with family housing personnel of the Office of the Assistant Secretary 
of Defense for Properties and Installations, and the three military 
departments, in order to get a comprehensive picture of the size of 
the need, how it is determined, the accomplishments to date, and 
future planning. 


DETERMINATION OF REQUIREMENTS 


First of all, the committee has been advised that the Defense 

Department’s policy on the provision of family housing is as follows: 

1. Consideration will be given to meeting the housing require- 

ments of military personnel entitled to quarters allowances under 
permanent legislation, and of essential civilian employees. 

2. In programs to meet housing requirements, existing com- 
munity support will be utilized to the greatest racticabled ee. 
Government-owned or controlled housin will be provided for 
personnel required to reside on-station by reason of military 
necessity, and for other personnel for whom it is impracticable 
to obtain adequate private housing at reasonable rentals and 
locations. 

It is noted that the policy makes no provision for family housing 
for personnel of the lower enlisted pay grades. In calculating the 
gross requirements for a particular installation, the servicewide mar- 
riage factors are applied to the projected long-range strengths, based 
on the latest available forecasts for the installation and its component 
activities. The marriage factors currently used for the officers and 
enlisted grades are: Army, 84 and 24; Navy, 75 and 35; Air Force, 
80 and 32. The enlisted percentages reflect the proportion of married 
upper grade enlisted personnel to all cial. personnel, and are 
based on payroll records. 

In determining the size of a proposed project, the gross requirements 
for the installation (including those for a few key civilians) are first 
reduced by all existing and planned adequate assets, both Government- 
owned and private. in addition, a safety factor amounting to at least 
10 percent (20 percent in foreign countries) of the gross requirements 
is deducted; this factor is increased for nonisolated areas. As & 
further precaution against overbuilding in the United States, Terri- 
tories, and possessions, on-post construction is limited to a maximum 
of 55 percent of gross requirements (75 percent in isolated areas or 
where required by military necessity, and even higher in exceptional 
cases, such as extremely isolated Air Force bases in the “northern 
tier’). Field requests for projects are carefully scrutinized during the 
course of review, in order to insure that priority is given to the more 
urgently needed projects. Moreover, large projects are normally 
broken down into two or more increments. 
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MAGNITUDE OF THE NEED 


Defense Department witnesses testified during the hearings that 
overall requirements for officers and upper grade enlisted men totaled 
859,345 units, based on the currently authorized military strength of 
2,520,000. This compared to a requirement of 680,000 units reported 
a year earlier, based on a total military strength of 2,600,000. Two 
reasons were given for this requirements increase in the face of declin- 
ing force levels: a constantly increasing percentage of married per- 
sonnel, and the inclusion for the first time of the requirements for 
Navy fleet personnel (135,750 units). Although some provision is 
now being made in the Navy’s program for housing for dependents 
of fleet personnel in home port areas, these requirements cannot be 
precisely pinpointed to those areas, and therefore are subject to addi- 
tional safety factors in programing. Total assets inGreased from the 
455,800 units reported last year to 542,936 units. A detailed tabula- 
tion is as follows: 


Military family housing requirements and assets as of Dec. 31, 1958 



































Total Army Navy | Air Force 
Currently authorized strength...................-.--.-- 2, 520, 000 870, 000 805, 000 8465, 000 
Projected gross requirements !..._.....-..--------ee-e-- 877,225} 253,300|  285,205| 338,720 
NEE... «.ccrnnsdtcndusadtierapan anes biabséidiedmad 242, 380 78, 790 64, 390 104, 200 
SET GHEIIUUE  cnnccccnctinedbbbindethocededeuenen 616, 945 171, 300 216, 965 228, 700 
Key civilians... cecccsececccgednccececnsecces 17, 880 8, 210 3, 850 5, 820 
——SS | SSS oO —E——— SS EEE 
BR ccctnnctcntncqnacccctggeserendipasminainae 542, 936 164, 778 163, 880 214, 278 
RMBery cumtvelies 5... ..cqscoceepesshscsgebccseene 329, 029 123, 792 58, 804 146, 433 
PuUDUC Guerteld... ocacdcsccedhcboascdentcodnndh (128, 926) (66, 545) (22, 041) (40, 340) 
CEES... nccandeewdghouns Ehitnieeeedsasaian (91, 078) (26, 786) (11, 318) (52, 974) 
Weer ©... .nnsccnctagneaabibtacheamdeitinll (81, 887) (20, 111) (24, 128) (37, 648) 
AE Acdiiicimameiunnt ret thcdamendsanaaaall (6, 431) (5, 700) (66) (665) 
py OS a (15, 169) (2, 498) (1, 251) (11, 420) 
Rental Querenty... ...ds<cthdpisodectsensadneedl (5, 538 (2, 152) (0) (3, 386) 
Oommunity Support... capecdcancoocccdscodacuesed 213, 907 40, 986 105, 07 67, 845 
i es ee A ht ad 334,280 |  88,522| 121,325 | 124,442 
Programed construction (military) 4.................... 25, 718 7,311 4,914 13, 493 
Public quarters (rehabilitation) .................... 1, 517 7 492 946 
Public quarters (new construction) e 461 326 0 135 
SND 2c cenceennoon * 18, 546 6, 199 4, 322 8, 025 
Surplus commodity * 2, 604 557 100 2, 037 
POE aticdcdsctitinise . 2, 500 150 0 2, 350 
BN OUR, ob cdickecncccsdnde others ice 308, 571 81, 211 116, 411 110, 949 








1 Estimated as of June 30, 1962; includes 135,700 for Navy fleet personnel. 
3 Includes existing, under contract and authorized but not under contract, excludes 21,800 Navy rental 
units adequate for junior enlisted men and nonkey civilians. 
4 : — es 1,223 units not planned for acquisition and about 600 units to be Jost in rehabilitation and modi- 
cation. 


‘ All, except public quarters to be rehabilitated, included in military construction authorization bill for 
fiscal year 1960. 


SEVEN YEARS’ PROGRESS 


In order to get a picture of what has been done in recent years to 
provide military family housing, the committee has compiled a list of 
results under the “Appropriated funds, Capehart, surplus commodity, 
and rental guaranty programs.” During the years fiscal year 1953 
through fiscal year 1959 a total of 103,731 units have been provided 
under these programs, at a total cost of $1,594,205,000. 
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As can be seen, principal reliance has been placed on the Capehart 
program to meet requirements in the United States, Territories, and 

ssessions, supplemented by the surplus commodity and rental 
guaranty programs in foreign countries, and by appropriated funds 
programs where none of the first three is feasible. 


THIS YEAR’S BILL 


Authorization requests for fiscal year 1960 ee by the military 
departments to the Office of the Assistant Secretary of Defense for 
Properties and Installations totaled 65,135 units for the MCA, 
Capehart, and Surplus Commodity programs. During the course 
of review by the Assistant Secretary’s Office, these requests were 
reduced to 26,310 units, as set forth in the following-table: 


Military family housing units proposed for the fiscal year 1960 military construction 
authorization bill 


Appropriated fund Capehart units 


Surplus commodity Total 
units 





Re- Re- 
Approved] quested |Approved| quested | Approved 
by OSD by by OSD by by OSD 


Re- Re- 
quested |Approved! quested 
by by OSD by 
































| 
services | services services services 
pam I 470 326 22, 005 37,399 7, 856 577 30, 331 8, 282 
We T dbebticwobincocs- 0 0 6, 804 2 4, 522 634 100 7, 438 4, 622 
Air Force......-. 189 135 21,610 | 2710, 484 5, 567 8 2, 787 27, 366 13, 406 


a 00 | + 461 | 50, 419 * 22, 408 | 44, 067 | 3, 444 65, 135 26, 310 


1 Excludes 12 for Charleston TC depot added by House Armed Services Committee 

7 Includes 3,699 units (1,200 Army, 200 Navy, and 2,299 Air Force) not. requested in 8, 1086, but for which 
DOD seeks authorization; excludes 610 units added for Charleston (350) and Perrin (260) Air Force Bases 
by House Armed Services Committee. 


4§ Includes 140 units for aircraft control and warning sites in Spain and 600 units at classified locations not 
requested in S. 1086, but for which DOD seeks authorization. 


It should be pointed out that in addition to the number of units re- 
quested in the bill, there will be a carryover into fiscal year 1960 of 
some 5,000 units of Capehart housing previously authorized but not 
yet placed under contract. 

Deletions or reductions in the military departments requests were 
made by OASD(P&I) in accordance with the review criteria set forth 
above. An analysis of individual projects indicates that some were 
cut because they exceeded the on-base construction limits, and many 
second or third increments were deferred pending evaluation of the 
impact of previously authorized construction. Mapas projects were 
cut because of uncertainty as to future base manning levels. 

The 461 appropriated fund units consist of 156 units for West Point, 
80 units for Army NIKE sites, 135 units for Air Force radar sites, 40 in 
Alaska, and 50 at a classified Army installation overseas where it is 
infeasible or impossible to build under the Capehart or surplus com- 
modity programs. The 22,405 Capehart units shown above are all in 
the United States, except for 150 in Puerto Rico, and the 3,444 surplus 
commodity units are divided into 700 for Army and Air Force in 
France, 100 for Navy in Bermuda, 1,404 for Air Force in England, and 
1,240 for Army and Air Force at classified locations. 

In addition to the above, this year’s bill would increase the authority 
to lease family housing at tactical sites from 5,000 to’7,500 units. The 
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Defense Department proposes to proceed with additional rental 
guaranty housing, and is continuing to develop a program for off-base 

“sales” housing for essential civilians at research and development 
installations under the provisions of section 809 of the National 
Housing Act, as amendud: The committee recognizes the need for a 
variety of programs to meet the varying types of demand for family 
housing throughout the world; but it is essential in evaluating this 
vast undertaking to consider the major categories of housing, and 
both the initial and eventual costs. 

As may be seen from the below tabulation, the initial cost of the 
26,310 housing units proposed in this year’s bill is $445 million, but the 
eventual cost will amount to $734 million. Although it is estimated 
that this latter sum may be recovered from forfeited housing allow- 
ances in a period of less than 27 years, this analysis is exclusive of the 
costs of maintenance and operation and of furniture, which the 
committee last year estimated would approximate an additional $75 
and $25 per month, respectively. These secondary costs lend support 
to the committee’s view that programing of family housing should be 
held to the absolute minimum consistent with the retention of career 
personnel. 


Cost of family housing items in S. 1086 ! 
Total initial cost $455, 202, 000 


Appropriated funds 2, 457, 000 
Capehart » 380, 885, 000 
Surplus commodity 1, 860, 000 
Total eventual cost 33, 854, 945 


Appropriated funds 725, 790 
Capehart 346, 854, 755 
Surplus commodity 


1 Excludes units to be provided under leasing authority contained in general provisions (which provides 
for leasing units on a year-to-year basis rather than for construction of units). 

2 461 units; estimated cost (authorization requested) for housing and other site improvements, such as 
utilities, landscaping, streets, sidewalks, etc., and offsite utilities and roads. 

3 22,405 units; estimated cost of housing and other site improvements, such as utilities, landscaping, 
streets, sidewalks, etc. ($16,200 per unit) and offsite utilities and roads, site acquisition and/or preparation 
($800 per unit). 

43,444 units; estimated cost of housing and other related site improvements as above ($15,000 per unit 
in United Kingdom, an average of $20,000 per unit elsewhere); excludes cost of community facility buildings 
(hospitals, schools, etc.), for which authorization requested, because these are not strictly housing. 

$ Recovered from forfeited quarters and station allowances in less than 26 years, 8 months. Appropriated 
funds units (461) and Capehart units (22,405) require forfeiture of quarters allowances whicb average about 
$90 per mrontb. Surplus commodity units (2,694) require forfeiture of both quarters and station allowances 
which together average about $120 per month; of this amount, however, about $50 must be paid for main- 
tenance and operation expenses, so that only $70 per month is available for amortization. 

‘6 Initial cost plus $7,268,790 as cost of Treasury borrowing (4 percent over 25-year term). 

? Initial eost plus $265,969,755.as cost of financing and mortgage imsurance over 25-year term. Interest 
on private mortgages, $242, 130, 835 (444 percent or $10,807 per unit). Cost of mortgage insurance, $13,375,785 
(4 of 1 percent on declining balances), Cost of Treasury borrowing of appropriated funds for offsite work, 
$10,463,135 (4 percent or $467 per unit). 

* Initial cost plus $5,414,400 as cost of Treasury borrowing (4 percent over 25-year term) on 15 percent of 
total initial cost to be expended from appropriated funds in lieu of foreign currencies. Foreign currencies, 
which comprise 75 percent or more of initia! cost, are considered as non-interest-bearing loan from CCQ. 


THE CAPEHART PROGRAM 


Under the Capehart program the Federal Housing Administration 
insured mortgage covers all onsite costs, within the project boundaries. 
Appropriated funds are used to cover site acquisition, where necessary, 
utility connections to the site, and, in a few exceptional instances, 
rough site preparation. The maximum average unit cost per project 
cannot exceed $16,500 from mortgage proceeds, and $1,500 from appro- 
priated. funds. Of the 72,713 Capehart units completed or under 
contract on April 20, 1959, the average mortgage was $15,526 and the 
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average appropriated funds expenditure was $794, for a total average 
unit cost of $16,320. The Defense Department recognizes that the 
interest charges under the Capehart program are somewhat higher 
than the cost of long-term direct Treasury borrowing, but contends 
that the size of the housing program, together with competition with 
priority military items for available funds, has precluded a large-scale 
use of direct appropriations for military family housing. 


A more detailed picture of progress under the Capehart program is 
as follows: 


SumMARY OF DEVELOPMENT, PROGRESS, AND Cost or Minitary Famity Hovusine 
UNDER THE CAPEHART ProGrRam, as oF Apr. 20, 1959 


Development and progress 


- 
Air Force Total, all 


Army Navy 
services 








Stage of development 








Project | Units | Project | Units | Project Units | Project | Units 
| } | 









































—_— OO OO _— er i 

Total authorized -_.................. 99 | 27,075 | 29 | 11, 318 113 52, 974 | 241 | 91, 367 
emanates. .5 tii cbiceun chinese 40 | 10,732 4 75 19 | 11,360 63 | 23,067 
Under construction !__.......... 35 | 11,823 12| 6,824 68 | 30,999 115 49, 646 
Ee eee 16 4, 034 ll 3, 442 14 6, 934 41 14, 410 
BO pegeets oo. ih chico cen dicee 8 456 2 77 12/| 3,681 22 4, 244 


1 Includes 5,557 completed units in partially completed projects, 


3 Includes some units which may not be developed at locations authorized, but which may be reprogramed 
to other locations or canceled. 





Cost 
Army | Navy | Air Force | Total 

Total cost of units completed and under con- | 

SE *nisquina-d sinkcistdiipemnatmmemieidemnai $372, 097, 686 | $126, 875,382 | $687, 752, 082 |$1, 186, 725, 150 
Average....... nn iractnetdbliéh Gncteanigeenubainiing 16, 498 16, 268 16, 236 16, 320 
SEE DRDO. <dcnnnqvinsutnmnnmaneetaieniiiieel 351, 468, 752 122, 547,662 | 654,944,239 | 1, 128, 960, 653 
PN Be Mtn Ri bboéeothiennacepeadpeeroee in 15, 583 15, 713 15, 462 15, 526 
UPON E bela tienbbbcocaataeduidddec vidabeduedius 172, 523, 276 91, 600, 910 450, 834, 041 714, 958, 227 
lk Ei 178, 945, 476 30, 946, 752 204, 110, 198 414, 002, 426 
INORG FURIE ww soins wed ndbecuduhbtenentae 20. 628, 934 4, 327, 720 32, 807, 843 57, 764, 497 
BE ihe oc pcdbdebb bette césbvekbioddseadsess ‘ 915 555 774 794 


, 1 Initial contract amounts for privately financed projects under construction and current contract amounts 
for projects financed by FNMA. , 


THE SURPLUS COMMODITY PROGRAM 


In order to meet requirements for family housing in foreign countries 
with a minimum expenditure of appropriated funds, the Department 
of Defense was authorized by section 407 of Public Law 765, 83d Con- 
gress, to construct housing of a total value not to exceed $25 million, 
utilizing foreign currencies obtained from the sale of surplus commod- 
ities made pursuant to Public Law 480, 83d Congress. Subsequent 
amendments increased the total amount of the authorization to $250 
million, obligated the Department of Defense to repay the Commodity 
Credit Corporation from quarters allowances withheld from occupants 
of such housing, and authorized expenditure of a maximum of 25 per- 
cent of the total cost of a project from appropriated funds. 

It has been the policy of the DOD to first explore the use of the 
surplus commodity program in meeting needs for housing in foreign 
countries, because exports of surplus agricultural commodities are 
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stimulated and dollar costs are held to a minimum. This program 
has to date produced in excess of 8,000 units of housing in the United 
Kingdom, Spain, France, Japan, and Italy. Additional construction 
is planned in the United Kingdom, Spain, Italy, France, the Azores, 
the Philippines, Bermuda, Iceland, and various classified locations, 
depending on the availability of foreign currencies. The Department 
of Defense is requesting fiscal year 1960 authorization for an addi- 
tional 3,444 units in England, France, and various classified locations, 

A table indicating the numbers of units completed, under contract, 
and in the current execution program follows: 


Department of Defense, surplus commodity housing program, cumulative report 
(status as of Mar. 81, 1959) 






































Completed and | Under contract! | Current execu- Total 
occupied tion program 
Units | Costs? | Units | Costs* | Units | Costs? | Units | Costs? 
United Kingdom--_-_.......-.. | 1, 509 $15, 130 822 | $11,015 854 $11,443 | 3,185 | * $37, Ses 
PD taiidngrne aces aban tceces oe 493 nie Ea edi , 493 7, 187 
PR dose concdegendbhobcnn 41, 582 8, 500 552 10, 392 747 14, 940 2, 881 5 33, 832 
FED che Stewnndetansgiobctn nenah Mn dled dives 2, 403 50, 000 400 8,000 | 2,903 58, 000 
WOOO te ecccdecsedecubube |------+-]-s-----0-- 140 By OUD Bcecmesalvecwscwnwn 140 3, 602 
SOPIGR SS. .nncdadcsdinapcth|occapabhonnchdhese ap de slsthdbswoes 180 4, 000 180 4,000 
a CT eee Pe ee iene aici 135 2, 000 135 2, 000 
Pe setieescnanionns 1,277 | 13,37 36 WD Tatecnahelsgeccanc: at Sone 13, 778 
CONE nn cancnsononaes|soecns sa] pnts cdads scabs lqudsbnes sy 50 2, 000 50 2, 000 
Puppies cs. ea ad eal 500 | 11.150} 800] 11,150 
See Soe 4,368 | 37,005 | 4.446 | 82,504] 2,866 | 53, 533 | 11,680 | 178, 132 











1 Includes certain units waich are part of a contract but which are completed and occupied. 

3 In thousands of dollars. Includes as much as 25 percent appropriated funds in most projects. 

® Does not include costs of community facilities which total approximately $3,900,000 in the United King- 
dom and $.2M. in Spain. 

4 1,582 units leased for a period of 7 years. 


United Kingdom 

Completed projects include a total of 1,509 units. An additional 
822 units are under construction, and funds have been allocated for 
another 732 units, which should be placed under contract shortly. 
The bulk of the program is for Air Force personnel, with a small 
number of units for Kymy and Navy. Community facilities include 
schools and chapels, for which $3.9 million has been allocated. An 
additional 1,404 units and community facilities at various locations 
in Great Britain have been proposed for fiscal year 1960 authorization. 


ltaly 

The project for 493 units in Italy has been placed under contract 
and it is expected that these units will be completed in the near future. 
A second increment of 133 surplus commodity units and various com- 
munity facilities is planned for execution in Italy in fiscal year 1960 
to be financed from the proceeds of a Public Law 480, title I, sale of 
surplus commodities to Italy. 


France 


The initial program of 2,700 housing units at 19 locations in France 
was financed with the proceeds of a “barter’’ sale conducted by the 
Commodity Credit Corporation under the authority of its Charter 
Act. The number of units was cut in late 1959 owing to a reduction 
of 297 units at Chateauroux. An additional 400 units for France 
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(298 Army and 102 Air Force) were authorized in fiscal year 1959; 
art of the French frances required for these units have been generated 
c Public Law 480 sales, and the balance is expected to be generated 
shortly. An additional 700 units for France (400 Army and 300 Air 
Force) is proposed for fiscal year 1960 authorization. 
Spain 

The total surplus commodity housing program in Spain constitutes 
2,881 units. Of these, 1,582 units of rental guarantee housing have 
been inleased for the Air Force at Madrid, Sevilla, and Zaragoza. 
Although this project was initiated as a rental guarantee project, it 
was later converted to a surplus commodity transaction since a 
repaid lease was executed for 7 years payable principally in Public 

w 480 pesetas. In addition, the Air Force has 92 units virtually 
completed, 80 units under construction, 465 under design, and 271 
units deferred pending reevaluation of need. With Tespect to Navy 
projects, 334 units at the Naval Air Station, Rota are expected to be 
completed by December 1959. In addition, 46 surplus commodity 
units at the U.S. Naval Magazine, Cartagena are presently under 
construction and 11 surplus commodity units at the U.S. Naval 
Magazine, El Ferrol are under design. An additional 140 units for 
7 Air Force aircraft control and warning stations in Spain is proposed 
for fiscal year 1960. 


Japan 

The original project of 1,700 units of family housing to be built 
at Army, Navy, and Air Force installations in Japan was reduced to 
1,313 units as a result of redeployment of U.S. forces in Japan. Of 
these units, 1,277 have been completed and 36 are still under con- 
struction. One hundred and fifty-seven additional units, plus various 


community facilities, are planned during fiscal year 1960 to support 
a specialized Army program. 


Morocco 


The original plan for 500 units of family housing for the Air Force 
and 330 units fbr the Navy in Morocco hag been substantially cur- 
tailed because of local problems. The 330 units for the Navy have 
been canceled and the Air Force program has been reduced to 140 
units, of which 100 units are under construction at Ben Guerir and 
40 units at. Sidi Slimane. The Air Force program involved the 

urchase of 500 prefabricated houses from Austria, paid for with 
Public Law 480 schillings. Manufacture of these houses is virtually 
complete, and in view of the Moroccan cutback, 360 of these prefabs 
will be stored at Trieste for eventual use at other locations in the 
Mediterranean and the Near East. 


Turkey 


The initial increment of 250 units of family housing in Turkey 
was planned for execution as appropriated funds construction pursu- 
ant to the authorization contained in section 301, Public Law 85-685. 
However, since erection of 360 prefab units of housing in Morocco 
has been terminated because of local problenis, it is now planned to 
utilize the above appropriated funds authorization to erect 250 of 
these units, which are being stored in Trieste, at two locations in 
Turkey under the surplus commodity program. (The remaining 110 
units will be erected in Crete under the fiscal year 1960 surplus com- 
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modity program; see below.) An additional increment of 600 units 
of family housing is planned for execution at two locations in Turkey 
during fiscal year 1960, utilizing foreign currencies generated by the 
sale of surplus commodities. 


Crete 


One hundred and ten prefab units, which were obtained originally 
for erection in Morocco, are proposed for fiscal year 1960 authoriza- 
tion in Crete under the surplus commodity program. These units all 
in support of an Air Force program at this location. 

Azores 

The first increment of 135 units of a program of 306 units of surplus 
commodity housing in the Azores is well underway. Design has been 
completed, the project is being advertised for bids, and a contract is 
expected to be awarded during July 1959. This project will be funded 
from the sale of surplus commodities to Portugal. It is anticipated 
that a project for the remaining 171 units will be executed during 
fiscal yore 1960, financed through the proceeds of further Public Law 
480 sales. 


Bermuda 

The initial 180-unit increment of a 300-unit program in Bermuda 
is presently under design and it is expected that a contract will be 
awarded in the very near future. These units will be financed from. 
proceeds of a title I sale of surplus commodities to the United Kingdom, 
Iceland 

The initial increment of 50 units of housing in Iceland is currently 
under design. These will be financed with the proceeds derived from 
the sale of surplus commodities to Finland where prefabs will be 
obtained, with the work of erection and other site costs to be paid 
primarily from the sales of surplus commodities to Iceland. 
Philippines 

A surplus commodity program of 900 units has been authorized for 


accomplishment in the Philippines. Arrangements for fin@hcing the: 


first increment of 500 units is presently being developed and it is 
anticipated that these arrangements will be concluded during fiscal 
year 1960. Because of the limited pesos which can be generated 
through title I sales to the Philippines, it will apparently be necessary 
to develop third country transactions to obtain the balance of the 
currencies required. 


Commodities utilized 


It is almost never possible to say precisely what commodities have 
gone into specific housing projects. Generally, a commodity sales 
agreement with a given country covers the movement of a variety 
of commodities, and provides for a variety of uses of the proceeds. 
Attached is a list of the countries where surplus commodity funds 
have been obligated for housing projects, showing in summary the 
commodities sd the quantity of each, and the price paid by the 
receiving country. 
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Countries where surplus commodity housing projects are programed (through Dec. SI 
1958 









































Commodities Quantities Value 
Reserved for housing: $1,500,000. 
1, Austria (for projects in Morocco): (Millions) 
Whett G00 TOUR... .nacdddcccnnwewuvinanunmmesescassnaces bushels. 4, 092, 000 $6. 
Feed QrQMiO. . 5onn cnn sincsssdscactsdecctsccoasccsnsesecdas Cw 11, 277, 000 15.3 
Otten i oo. 1 esi oo nbtibe iennmbas Seoeeesessennccequanhe bales... 65, 800 10.5 
TRON oo oc nt nenadesnangsiabenatannissessbubtaconeied pounds... 7, 519, 000 4.8 
Wate Oi Wis on 5d sh en attnnitireweennemeemnnnasennd Bicuct 19, 449, 000 24 
Fruits (Grsed Bil Cane) ooo nwisccennwcenwewe nreweweewwwes a 1, 299, 000 2.0 
QOehtl CERRO POIURGIOR .. . cick cc bsstssucsrccwerwdudncsmiewiinrarat ethan abosemmeinacterd 3.3 
BORNE nant oscandudhiudndnguscostininudtiidenpaaantedeindaied tapendinnsanaed 43.4 
Reserved for housing: $8,700,000 
2, Finland (for projects in Iceland) 
es Ge SON... ccedccmetinnniaadaeuineaaabiaiabemd bushels... 6, 097, 000 10.8 
id, ee 1 reer a 1,458, 000 2.3 
Cottam jf sscnccs iis naibibscacccednkendddcdaddsedessanaeees bales... 49, 600 8.6 
TORROBEs 6 sccnddccsdcsesebaudsesecesnnséennesesemmenseeseden pounds_. 20, 802, 000 12.3 
BE cas dzone o--ncares tonnes ccs ttlntscn antics decaalcdpdisdajiadiiteaaedaciansstiadagadegaahlatialainael do... 16, 866, 000 23 
QOCsRN tHRNSHOTIN ION. « ce cares eee wes ewewresseemntinansrweuepetewchwintte 2.6 
Tetels. 3. nan cecdsccndde dbase ae a 38.9 
Reserved for housing: $2,000,000. 
_——————_——_—_=_ 
3, France: 
OgtROR cok in noded bees Slapdsccmebabetssesenebhenntenneine bales... 23.1 
TODROOG .s 6 Sack S50 ccc ccd cbenselcascdbctiscssccteanstoseedbecs pounds 6.5 
Oona tramepertetlen ...ascccessesesccsecccccccowsmwmewewweweeemanmdnsscssicons a 
Total, Pubdie Law 600 caletksccnsccccsccaccanscceccsaneetewewwenniuecectbtesoenn 29.7 
Reserved for housing: $6,000,000. 
ee Re ER eres ee eee 46.7 
Te Otis 5 in 0 de Kcinntnintentcdéieesinbbasecden es, 3.3 
Reserved for housing: $50,000,000. 
_=—=SSSSSSS=sa=~ 
4, Italy: 
IPOS AIIIE IDI cn depeche daeteniieaanaaiin die 1.5 
NS CE ce istsetidip niece eatst 6.3 
COR idk Ah ccbuadodeddbudetouncdsobesndceedsécbquubebuedesd 85.5 
Tobacco._..... 14.9 
Fats and oils... 38.6 
POE chen ck~cdhuchin 1.0 
Ocean transportation 5.3 
Weta sin dma niin Riddick Sn cb dedocucebtennibestbhbotehesttibetbitesianeaa 153.1 
—_———S————— 
Reserved for housing 
6, Japenc 
ME EEE Wines cnannundisasecmheaaasnadnentadaapeee bushels_.| 30, 979, 000 48.6 
RN 6 bik hind bi dnd cdscnsdb pie aedrepebindechhpie} 5656 —_ 11, 325, 000 14.4 
Tiida ctindentand detainee enntatiendmmamaaiil hundredweight-. 2, 142, 000 13.7 
OR 5c Lid cticntbontsbincbsicdoodseltiatbadeedsicidebinctded bales... 319, 300 52.8 
I: ss cccsiioisihteestotiescncoriasadhilicniabsbeib has acasailinimeiitioeiameiaai pounds... 2, 792, 000 7.7 
ese tremaartetian.. ...~ cacocccaqngeccccncagscccanncnssensgsegedsapasl eguebiaaddbiad 13.3 
Eel <n ponepentendencoemespednadiinatdpanssgneqeessenmapnnl emanate 150. 
= 
Reserved for housing: $24,500,000. 
6, Pakistan: 
TOOT nd BRE. ck nso ceil didn cscs ctmeduisboe Wonsdthin she bushels... 72, 657, 000 123.6 
a i a cea ainda ae ini hundredweight_. 10, 225, 000 65.2 
ORS hcp nchuvdubaniddccéncodsbuamidcncsdaseddocehintiseal bales... 174, 400 30.7 
Tobacco... ...... --pounds__ 5, 777, 000 4.8 
BET POO ccc < aupigsnnnanccaqeaiings .--do....| 10,117, 000 4.9 
WE emt GRE i 5d. cbhbciddbhceccdembees tis ---do....| 63, 130, 000 10.5 
Conan tramamortatine. ....accccsccasccanescanccecccetasqucqesscccscceclececcescoqeese 28.6 
SITU « ccasinaiansdscecsiiioeiatanetneiieindaintaanistiealahilateaniaieaiiaaiciiialabietaiaaanniaaaaidenaaae 268. 3 
SSS 
Reserved for housing: $1,700,000. 
% Portugal (for projects in the Azores): 
UNO GENE WOU. «a. .d.dbbccncccchhcocckibboctssbddeubnhhnee bushels. . 6.3 
Qosan transportatiad . ..-.cc<cccnncocncccecenecoccenncecenccnncmecenh|copeccesesbose “ 
PoteB.3 SU LO Billa nbiteetbbitsGecibddbcdbsbhsss4bbhothtieddedet aie see 7.2 
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Countries where surplus commodity housing projects are programed (through Dec. $1 
1958)—Continued 


—_— — — —— 





Commodities 






Quantities Value 


es, 


8. Spain: (Millions) 













IN TORRY... 0), ditnaisis dnitinsiath nibannigiiiiiidieniania tiled: bushels... 2, 508, 000 4.5 
NG. 0s «1 a Se com denubcudsandmmedaumannman do... 11, 673, 000 14.5 
CONN sO BR sh chi eck abébibbtadiectbbediiedt bales_. 341, 600 59.6 
CN TR tah ia ie pounds. 17, 467, 000 11.5 
Gy MONE os. ic Bi ORdcicceaciesidatdasannnneenetiad do_... 4, 723, 000 1.0 
II TU SI I caret Sinaia i al do___.{1, 023, 587, 000 166.6 
Ee ee Ee ee do....| 66, 466, 000 16.8 
eeeee ec ecewececcwceesenensensenesenenencceneeccecceese . 14 
Sercncccccncnccncwccccnccccnccescccccccceccccces|qoeneceeedcoe 8.5 


Reserved for housing: $19,200,000. 
9. Wanted Region: 
T 









































Reserved for housing: $44,500,000. 
10. Yugoslavia (For furniture in other countries): 


PUNT... ccndechusadsewcetessebésdntniunel bushels..| 134, 993, 000 228, 5 
a la a an teen loiaeaneiCan bales_. 431, 500 64.3 
I unds..| 336, 681, 000 4.7 
DIED CORONER. i... ck btiibiaccocecunnceesucecne hundredweight-. 225, 000 1.8 
OGRRR TITER dandcdnanbsnctintntnreeenséctdhdeedar >> yerenanl agemmeanned 49.5 


Reserved for housing: $2,000,000. 
Grand totals: 

Total generated through commodity sales 
nn cc aterdiynsiuais tins ecaromisininw eben diiaeuinnw adebeinsicieiidiateia ed enmeidieidianaineian 






COMMITTEE VIEWS ON THE SURPLUS COMMODITY PROGRAM 


Despite the efforts of the Defense Department, it is evident that 
this program is moving slowly. One example is in Great Britain, 
where further construction is impeded by the reluctance of the Brit- 
ish to agree to additional Public Law 480 sales, a reluctance which 
is doubtless related to the move of the pound sterling toward free 
convertibility. This means that the British can buy such commod- 
ities as they want on the world market without the necessity for 
special international agreements. 

Because of the limited interest of the French in the Public Law 
480 purchases, the Department of Defense and the Commodity 
Credit Corporation jointly developed a “barter” transaction, under 
whieh $50 million of cotton and wheat were sold to third countries 
for various currencies which were largely converted into French 
francs, to produce 2,403 units of family housing for U.S. military 
personnel in France. However, the Defense Department reports 
that further transactions of this sort are not noasililé under revised 
barter rules. 

The committee is also hopeful that the Department of Agriculture 
will revive the barter program with the view that this program can 
be reopened for the barter of surplus agriculture commodities for use 
in construction of military. housing and related items overseas. 

The curtailed program in Morocco involved a resourceful use of 
Public Law 480 Austrian schillings to buy prefabricated houses in 
Austria; and some of these are now scheduled for shipment to other 
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Mediterranean and Near Eastern areas. Similarly, the Iceland pro- 

am involves use of Finnish prefabs purchased with Public Law 480 
te The Defense Department plans to continue use of Aus- 
trian and Finnish prefabs to the extent of the availability of schillings 
and finnmarks, and within the limits of practicality. For example, 
if the proper specifications can be met, and agreements obtained from 
the various governments involved, the Department plans to use 
prefabs in the Philippines, supplemented by “third country” 
currencies, pesos, and dollars. 

The committee appreciates the creasing complexities involved in 
some of the surplus commodity housing programs, but expects the 
Defense Department to continue to exhaust.every possibility in this 
field, prior to resorting to alternative programs. 


THE RENTAL GUARANTEE PROGRAM 


This program was first authorized by section 302 of Public Law 534, 
82d Congress, and since July 1953, produced a total of 7,120 units in 
foreign countries: 4,838 units in France, 700 units in Morocco, and 
1,582 units in Spain (later transferred to the surplus commodity pro- 
gram). The rental guaranty program provides foreign builders with 
guaranties of 95 percent of a stipulated rent schedule for a specific 
term of years, as an inducement to build and make available to U.S. 
military families acceptable housing at acceptable locations. The 

uaranteed rents averaged from $105 to $121 per month for periods 
rom 5 to 7 years in France, and $110 per month for 10 years in 
Morocco. 

The Department of Defense supports continued use of the rental 
guarantee program in areas where there is a highly developed local 
economy, and where the long-range stay of U.S. forces may be un- 
certain. Rents are paid by the individual occupants for housing 
allowances received. To date, the guaranty liabilities actually in- 
curred by the United States have been relatively small ($486,000). 
A tabulation of the salient information on this program, projected 
through May 1959, is as follows: 
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It will be noted that the bulk of the rental guarantee housing was 
built in France. There it has produced units which are small and 
relatively austere; but the committee is informed that they are gener- 
ally far superior to anything available on the local economy. The 
program -has provided sound, adequate shelter for thousands of 
American families. 

The Defense Department proposes to use this program in areas 
where the surplus commodity program will not work, and has cited 
as examples Great Britain, where the commodity program is slowing 
down (as noted above), and Germany, where the deutsche mark is so 
strong that the Government has virtually no interest in international 
agricultural sales agreements. Several thousand units are urgently 
needed in Germany, and it is believed that local interests would build 
them on the basis of a short-term (5-year) guarantee: 

The Defense Department requested not only that the $100 million 
rental guarantee authorization continue to be exempted from recission, 
but.also that rental guarantee projects be included, with leased housing 
at tactical sites and Wherry acquisitions, in the exemptions from the 
requirement for line item authorization in an annual MCA act. The 
Department pointed out that these projects are built with foreign 
capital, are maintained and operated by foreign owners, and (except 
for the housing allowances which would be payable in any event) 
represent no cost to the United States, unless occupancy falls below the 
guaranteed level. It was stated that the projects therefore did not 
represent military construction. The Department further stated that, 
although first consideration is given to the surplus commodity pro- 
gram, it is not always possible to anticipate where the commodity 
program might fail and the rental guarantee program succeed, in view 
of the many complexities in both. In requesting an exemption from 
the line item requirement, the Department noted that rental guarantee 
projects are always cleared with the House and Senate Armed Services 
Committees in advance of execution of contracts, however there is no 
statutory requirement that this be done. In granting this exemption, 
the committee proposes to place a limitation on the number of such 
units that may be contracted for within the next 5 years. 


LEASED HOUSING AT TACTICAL SITES 


Public Law 161, 84th Congress, approved July 15, 1955, contained 
authority to lease 1,000 units of private housing in nearby communities 
for assignment as public quarters to military personnel stationed at 
tactical sites. Actually this legislation was proposed and supported 
by the Army and was intended for use for Nike launching sites of the 
Army Air Defense Command (ARADCOM). It was desigiiéd pri- 
marily for use in metropolitan areas where housing rents are apt to 
exceed by a substantial amount the quarters allowances of personnel 
assigned, and where continued availability of adequate (with respect 
to price and proximity to duty station) housing could be assured only 
by having such housing under lease. Leases are limited to 1-year 
terms. 

This authority has been extended annually so that it now runs 
through fiscal year 1961 and the number of units was increased to 
3,000 by Public Law 84-968, and to 5,000 by Public Law 85-241. As 
of December 31, 1958, 4,850 units were allocated to the Army, 25 to 
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the Navy and 125 to the Air Force. During the 3 months ending on 
that date, the Army had 4,285 units under lease at a cost'of $1,698,465 
for the quarter; recovery in the form of quarters allowances forfeited 
amounted to $1,147,660 or 67.5 percent of cost. Leases* may not 
exceed $150 per month. ; POS vied 

This leasing authority has proven to be in the best interests of the 
Government in that it permits requirements for family housing at 
tactical sites to be met by utilizing existing private housing to the 
greatest practicable extent, thereby reducing the necessity for econ- 
structing military quarters under appropriated fund or Capehart pro- 
grams. (It should be noted that where there is no suitable housing 
and where no housing exists, it is still necesary to build housing under 
these programs, and authority for 575 Capehart units at Nike sites, 
as well as for 80 appropriated fund units, is requested in S. 1086). 

Section 407 of this year’s bill would extend this most beneficial 
authority through fiscal year 1962 and would increase the number of 
units from 5,000 to 7,500 in order to permit even further utilization at 
—— installations of the Navy aap Air Force as well as those of the 

my. 

RENTAL OF INADEQUATE QUARTERS 


Section 407 of the Military Construction Authorization Act of 1957 
(Public Law 85-241, Aug. 20, 1957) authorized the Secretary of 
Defense to make a determination as to the adequacy of public quarters 
under the jurisdiction of the armed services and to operate such quar- 
ters found to be inadequate on a rental basis. It required that rents 
be determined on a basis of comparability and that the difference 
between such rents and quarters allowances be paid in cash to the 
military occupants. It also required that such inadequate quarters 
be brought up to acceptable standards, or demolished or otherwise 
disposed of prior to July 1, 1960. Subsequently, section 516 of Public 
Law 85-685 (Aug. 20, 1958) extended the date for improvement or 
deactivation to July 1, 1961. 

The military departments have virtually completed their review of 
potentially inadequate public quarters; of the more than 71,600 units 
evaluated, over 52,000 units have been determined to be adequate and 
are being continued as public quarters, while about. 19,000 or 27 percent 
were found to be inadequate. Reasons for inadequacy were (1) 
deteriorated conditions, (2) structural and design defects, and (3) in- 
adequate bathrooms, services or equipment; practically all of the 
inadequate units were found to be deficient under all three categories. 
Of the 19,000 units found to be inadequate, determinations of action 
to be taken have been made for 5,572. Of these, 1,641 units are to be 
rehabilitated and converted to permanent public quarters, and the 
remaining 3,931 units are to be demolished, sold, or converted to other 
use. It is expected that during the next year, determination will be 
made in regard to the rehabilitation or demolition of the remaining 
13,500 units currently considered inadequate. A breakdown by 
services is as follows: 
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Substandard quarters (as of Oct. 31, 1958) 


Units sub- | Units deter- | Units deter-| Units re 
ade- | mined inade-| maining to 


ject toreview | mined 
for adequacy quate 








WueErry ACQUISITION 


Of the total of 83,727 units in the Department of Defense Whe 
program, there have been a total of 54,176 units acquired as of Marc 
31, 1959: Army, 14,409 units; Navy, 8,387 units;~Air Force, 31,380 
units. 

In addition, the Army plans to acquire 2,443 units and the Navy 
4,152 units prior to the end of fiscal year 1959 for a grand total of 
60,771.. During fiscal year 1960 the Army plans to acquire 2,038 
units and the Navy plans to acquire 2,995 units. The Air Force has 
no further plans to acquire Wherry units. Rehabilitation and modi- 
fication of acquired Wherry units is being accomplished as expedi- 
tiously as possible to make these units reasonably comparable to other 
public quarters. Funds for this work as well as for acquisition of 
new projects are made available from the Wherry revolving fund 
established for this purpose. The revolving fund is replenished from 
quarters allowances withheld from the occupants. 


WHERRY TAXATION 


Senate Report No. 1982, July 28, 1958, discussed in some detail 
the problems which were then being faced by DOD with respect to 
local taxation of unacquired Wherry projects. The DOD had initi- 
ated a survey of all erry tax problems in order to evaluate the 
effectiveness of the program and determine the need for additional 
legislative authority. 

he survey mentioned above was completed and the following data 
was reported by the military departments: 





Number of | Accepted by }Contested by 
tax determi- | local taxing | local taxing 
nations 


oe wwe + ees eee eee wn eee eee ee cece eee emeesenssee= 





As additional Wherry projects were acquired, the number of 
contested cases has diminished, and it has therefore been determined 
that no new legislative authority is required in this area. 


59003°—59 5S. Rept., 86-1, vol. 314 
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FUTURE PLANS 


Referring again to the tabulation of military family housing require- 
ments and assets included above, it will be seen that the projected 
worldwide deficit, after allowing for projects in. the fiscal year 1960 
authorization, is on the order of 300,000 units. However, the Depart- 
ment of Defense has emphasized that this figure does not. represent 
a programing objective. -A large portion of it (about 175,000 units) 
represents the various safety factors already discussed; and it is hoped 
that the supply of adequate private housing will increase as time goes 
by. The Defense Department expects that a continued program of 
about 25,000 units a year (worldwide) for fiscal year 1961 and fiscal 
year 1962 should meet the most essential requirements. 

In these times of changing weapons systems and deployments, the 
committee indorses the concept of proceeding on the basis of con- 
servative annual increments, for it is most likely that some of the 
projects which have been deferred for future programing may prove 
eventually to be unnecéssary.. In view of continued heavy military 
expenditures it is vital to eliminate all but the most essential charges. 

The committee notes with approval Assistant Secretary of Defense 
Bryant’s statement: ‘“To a degree, therefore, our emphasis has shifted 
from meeting a known sizable deficit to a more intensive screening of 
additional requirements.” At the same time, it appears that emphasis 
should also be given to establishing uniform procedures for the manage- 
ment of the growing inventory of military-owned housing, and to 
identifying and (insofar as practicable) reducing the costs of mainte- 
nance and operation. Consideration should be given in future pro- 
grams to planning and locating marginal projects (i.e., those which 
approach the top percentages) off base, with a view to maximum 
civilian use in the event they should become excess to military needs, 


HOUSING COST COMPARISON—-CAPEHART AND APPROPRIATED FUND 
PROGRAMS : 


In computing the cost of Capehart housing (time payment plan), 
consideration must be given not only to the cost of initial construc- 
tion, but also to the cost of interest and mortgage insurance premiums 
over the 25-year amortization term. ‘To compute the cost of appré- 
priated fund housing on a comparable basis, consideration should be 
given to the cost of money to the Government, since it is fair to assume 
that Treasury borrowing would be increased to the extent that author- 
ized housing is built with appropriated funds rather than under the 
time-payment plan. Moreover, expenditure of appropriated funds is 
required in connection with Capehart housing and the cost of borrow- 
ing such funds must also be considered. 

If we assume that initial construction costs were identical under the 
two programs, then the total cost of Capehart housing would be 
greater than the total cost of appropriated fand housing because of the 
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difference in financing costs. This is shown in the following hypo- 
thetical unit comparison: 











Cost items Capehart |Appropriated 

housing ‘| fund housing 

Total development NG Li dhibildithetsdpoengunsenpannaebonscedspocnghllll $27,010 
DRED GI ass can ccbnctiterpetd-ctetiabibadaiphiendéesesndaiticstadal 16, 200 
REE Ge URIIIUEE ©... . noi ntetrmntlinnni lemipanineimememnaaienaaamiiadiecenpiadi 9, 543 
Mortgage insurance premium ®.........................-...-...-.-..---- 0 

OG -dite 00008 §.. ......caccocsscccosuhbititileg Meeenasccocensitndsnaeh 800 
pS A «Si A ES 2 ok me hs 467 





1 Covers house, including range and refrigerator, and all on-site improvements, such as streets, sidewalks, 
landscaping and utility distribution systems. . 


2 Computed on the basis of 300 monthly payments over a 25-year term; rate for Capehart is 44 percent as 


specified by current FHA rules and regulations; rate for appropriated fund is 4percent, the current cost 
of long-term Treasury borrowing. a 


3 Based on one-fourth of 1 percent of d balances. 


4 Covers site acquisition and preparation and off-site utilities and access roads. 
§ Based on 4 percent rate, the current cost of long-term Treasury borrowing. 


Thus, the additional cost of a Capehart housing unit is shown to be 
$1,861—$1,264 for interest and $597 for mortgage insurance. Of 
course there are other minor differences, but these are compensating 
to some extent and the net effect is not significant in relation to the 
total development cost. 

Under existing statutory cost limitations and DOD regulations and 
development procedures, however, a comparison of construction costs 
for Capehart and appropriated fund housing cannot be realistic. 
While an accurate estimate of the cost of a typical Capehart unit 
can be made, a comparable evaluation cannot be made under the 
appropriated fund program, which in recent years has been used only 
under exceptional circumstances, such as.where small projects in iso- 
lated locations are required, where title is not adequate for Capehart 
mortgaging, where housing for higher rank officers is needed, and in 
certain overseas areas. Moreover, there are marked differences in the 
division of cost segments under the two programs. 

Under the Capehart program, for example, the cost of dwellings 
and other improvements, such as streets, sidewalks, landscaping and 
utility distribution systems to the boundary line of the project site, 
are limited by statute to $16,500 per unit (Public Law 84-1020, sec. 
505); the costs of site acquisition, rough site preparation and off-site 
utilities are limited by statute to an average of $1,000 per unit (Public 
Law 82-155, sec: 505). 

On the other hand, under the appropriated fund program, the costs 
of the dwelling and utilities to a line 5 feet from the house are limited 
by statute from $13,200 for enlisted men to $22,000 for general and 
flag officers (Public Law 85-852, sec. 610); the costs of utilities and 
improvements beyond the 5-foot line and rough site preparation are 
not limited by statute and sites may be acquired under separate 
authorization and funding. 
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These differences are shown by ‘the following chart: 


CAPEHART HOUSING APPROPRIATED FUND HOUSING 
Limited to average of $16,500 per unit: Various limits: ! 
Dwelling costs: Dwelling costs: 
Construction Construction 
Heating system Heating system 
Cooling system (if any) Cooling system (if any) 
Range Range 
Refrigerator Utilities to 5-foot line 
FHA commitment fees No limit: 2 
Other improvement costs: Other improvement costs: 
Streets, sidewalks, curbs and Streets, sidewalks, curbs and 
gutters Sr 
Utility distribution Utility distribution 
Landscaping Landscaping 
Limited to average of $1,000 per unit: Site preparation 
Site preparation (rough) Off-site utilities 
Off-site utilities Access roads 
Access roads No limit (site acquisition) 


Site acquisition 
1 Limits are: Generals or equivalent, $22,000; colonels or valent, $19,800; lientenant colonels and 
majors or equivalents, $17,600; captains, lieutenants and second lieutenants or equivalents, $15,400; enlisted 
men, $13,200; in Alaska and oversea locations, maximum cost per unit is $40,000 with average cost of $32,000. 
Typical distribution of 1 general, 5 colonels; 30 lieutenantcolonels and majors; 164 captains, lieutenants and 
second lieutenants; and 300 enlisted men; in a 500-unit , costs based on fied maximums for the 
continental United States would average $14,270 


t. 
2 These costs usually approach $3,000 per unit See large project, and run considerably more for smaller 
ones, 


CONCLUSIONS AND RECOMMENDATIONS OF THE COMMITTEE 


1. As previously stated, maximum dependency should be placed on 
community support for housing requirements equaling 45 to 50 per- 
cent. This may be judged by considering local conditions in light of 
the size and mission of the installation in question. Experience has 
indicated that in approximately 50 percent of all instances, the com- 
munity can supply support to the extent indicated. In establishing 
this 55 percent benchmark, the committee does not intend that it be 
considered either ® maximum or minimum criteria, but a guide for 
or scrutiny when requirements exceed 45 to 50 percent of estimated 
need. 

2. In no instances should combined community support and pro- 
graming exceed 90 percent of estimated requirements, even in isolated 
areas, 

3. In absence of unusual circumstances, additional housing units 
should not be approved until prior increments are substantially com- 
pleted in order that the impact on the local community can be 
appraised. This is particularly important in urban areas. 

4. No approval should be granted for housing units where there is 
doubt about the continued use of the base in question. 

5. Oapehart housing.—The $16,500 limitation per unit for Capehart 
housing should be considered @ maximum limitation to permit con- 
struction of suitable housing in high-cost areas, and not as a standard 
for all units. The committee is concerned over the fact that the cost 

er unit is not always scaled downward where construction is in & 
ow-cost area, but rather a more elaborate house is built. The com- 
mittee feels all units should be as comparable as possible as to accom- 
modations irrespective of location. The committee further desires 
that more care be taken to maintain a reasonable balance between 
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the unit (square foot) cost of housing for senior grade officers and 
housing for junior grade officers and enlisted personnel, in order to 
avoid penalizing the accommodations provided for the latter. 

6. In the report on the construction bill last year (fiscal year 1959), 
it was estimated from facts available that maintenance and operations 
costs for Capehart housing for the Department of Defense as a whole 
would probably average $75 per month. It is understood that for 
housing projects operated by private industry, $35 to $40 per month 
is considered more than sufficient for this purpose. The Secretary of 
Defense should give this matter close scrutiny to assure that mainte- 
nance and operating costs are reduced to an absolute minimum. 

7. The committee has authorized 23,665 units of Capehart housing, 
which includes all such units approved by the Department of Defense 
and the Bureau of the Budget. However, the committee has serious 
doubts as to the firmness of many of these requirements. The Secre- 
tary of Defense should carefully review the entire program to assure 
that only essential requirements are met, with preference being given 
to requirements in isolated areas. 

The committee therefore desires that not more than 21,500 units 
of Capehart housing authorized in this bill be contracted for during 
fiscal year 1960. The Secretaries of the three military departments, 
or their designee, shall report to the Armed Services Committees of 
both the Senate and the House of Representatives which units are 
selected for construction. In arriving at this conclusion, due con- 
sideration has been given to the carryover of an estimated 5,000 units 
which were authorized in prior years but have not yet been placed 
under contract. 

8. Appropriated fund housing.—The committee has long contended 
that it is more economical to build appropriated fund housing than 
Capehart units if such units are built on a comparable basis, using the 
same criteria and ground rules. As is clearly indicated above, there 
would be an ultimate savings of $1,861 per unit in interest and mort- 
gage insurance. alone. 

y simple division it can be seen from the tabulation appearing 
earlier in this report that the 19,301 units of appropriated fund hous- 
ing built since July 1, 1952, have cost.on-an average of $17,200 per 
unit as compared to $16,292 per unit for Capehart. While it is recog- 
nized that appropriated ratid Noueltiy has been reserved primarily for 
exceptional circumstances such as for small projects in isolated loea- 
tions, it can also be seen from the above comparison that there is a 
considerable difference in ground rules relating to these units. 

The committee is of the definite opinion the Secretary of Defense 
should have the appropriated fund housing program closely scrutinized 
to see that it is brought more closely in line with the unit cost of the 
Capehart program. If additional legislation is necessary to. accom- 
plish this, the committee wishes to be advised. 

9. Likewise, a close scrutiny should be made to assure that the same 
criteria for heavy construction is not applied to housing construction 
which in effect is unnecessary and runs up the cost factors, and that 
the projects are not overburdened with overhead charges of the con- 
struction agency. In summary, the committee is of the opinion that 
im part, the cost of appropriated fund housing is increased due to ex- 
cessive overhead costs, refinements, and overloading of criteria. 
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10. Rental guarantee housing.—While the committee has not looked 
with favor on rental guarantee housing, it recognizes that in some 
countries where the need is greatest, it is not always possible to arrange 
for commodity credit housing and the uncertainty of occupancy pre- 
cludes the use of appropriated fund housing; therefore, it is necessary 
to utilize the rental guarantee program. At present, some guarantee 
periods run from 5 to 10 years. It is the desire of the committee 
that no further contracts be entered into where the guarantee period 
exceeds 5 years, or not more than the period equaling the base rights 
agreement, if for a lesser period than 5 years. 

The committee agrees that a degree of administrative flexibility is 
necessary in the development of nonappropriated funds programs in 
foreign countries, but has some reservations about the contention 
that rental guaranty projects are not military construction. Certainly 
they are built in support of military activities, and the guaranty 
liability, though minimum and contingent, would represent an actual 
cost to. the United States if the related activities are sharply curtailed. 
Moreover, the requirement for Armed Services Committee clearances 
is contained in the legislative history of the program, and not in any 
specific legislative language. Accordingly, in order to maintain con- 
gressional control over what is built, the committee has added to 
section 408 of the bill a proviso limiting the number of units that may 
be contracted for during the next 5 years to 5,000. 


Rea Estate 


A summary of the real estate acquisitions proposed in titles I, II, 
and III of the bill is shown in the following tabulation: 





Fee acquisi- Easement Easement 
tion (acres) Fee cost uisftion cost Total cost 
acres) 
DEE cncetieehipeetoannneeneee 1, 147.2 $294, 000 0 0 
Petites danedanbiigdapectmend 1, 864. 31 1, 085, 000 704. 00 000 1, 147, 000 
Bir FORGO So dheabtleinkinns abe 1, 363. 11 850, 000 583. 47 24, 000 1, 064, 08 


1 Landvand dollats, in additior?-tothat shown above, willjbe required for SAGE, and missile epnstruction 
at various locations where the exact acreage and cost have not yet been established. 


The real property acreage under mili control in the United 

States as of June 30, 1958, consists of the following: 
Acres 

Pasowned.) . ihe Al Geib. Bia) .40i.10.6. seins 7, 014, 760 
Pubite dosaehtes isso 6h 2aakkk> oWbis Wed ols ds ned C4 SONS Meo wed< 16, 673, 234 
RT TOIT ons nel doa) beens enone panied ne denercebrnerent anm se 1, 151, 147 
I hee a nn | adi besiassaee bekuebheoaeee dandbeoas 1, 871, 640 
EOCENE ne ee eee a A eee tee ts Re 85, 628 


The above total of approximately 26.8 million acres reflects a decrease 
of 2 percent, or about 550,000 acres less than reported for the period 
ending June 30, 1957. 

The Department of Defense during the first cycle of its real prop- 
erty review program (August 27, 1955 to March 1, 1959) has deter- 
mined as excess within the meaning of the Federal Property and 
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Administrative Services Act of 1949, as amended, a total of 531 
installations, or portions thereof, consisting of 1,921,311 acres of land, 
representing an acquisition cost of $1,005,839,000. The committee 
understands that altogether, the property so determined and that 
which is currently being examined within the Department of Defense 
consists of 6,063,000 acres of land on 699 separate installations, which 
represent an acquisition cost of $1,673,857,842. Eighteen installations 
were transferred to other military departments for use as a result of 
the review program. The foregoing compares with land acquisitions 
for fiscal years 1956-58 and approved land acquisition expenditures 
for fiscal years 1958 and 1959 (to March 1, 1959) of only $102,633,157. 
This comparison is proof of the effectiveness of the real property 
review program as it.is administered by the Assistant Secretary of 
Defense (Properties and Installations). This accomplishment is due 
in large part to coordinating the review program-with approved 
national policies and objectives, unified long-range military plans, 
and authorized force levels. This approach insures, insofar as is 
possible, that true operational requirements are given priority over 
marginal ones and that additional facilities are not acquired for obso- 
lescent weapons systems. 

The committee concedes that it is most difficult to realine our 
military installation complex to meet requirements during periods of 
rapid technological change. This is‘understandable when it is recog- 
nized that a majority of our installations were acquired to meet World 
War II and prior era requirements. A result of this is that a number 
of installations have beconie obsolescent and because of physical and 
functional limitations do not lend themselves to conversion for new 
missions. Whenever it is feasible and economical, however, installa- 
tions which are no longer required or which are not suitable for as- 
signed missions, are converted to other long-range utilization. 

The committee is pleased that, in order to insure maximum use 
of existing assets, the Assistant Secretary of Defense (Properties 
and Installations) has assembled under his cognizance a pool of in- 
stallations not in active use. ‘This assemblage of installations is being 
augmented by a listing of all outgranted land and vacant or unpro- 

permanent and semipermanent building space located on 
active installations. Screening of this assemblage by the Office of the 
Assistant Secretary of Defense (Properties and Installations) and by 
the military departments should assure that existing facilities are 
utilized to the maximum extent possible in lieu of new land acquisition 
and new construction. Actually, this screening process has been con- 
ducted by the Assistant Secretary’s office since 1955, through use of 
the “Inventory of Military Real Property,” however, the method 
described herein should result in a more precise and thorough process 
in the future. 

The committee is pleased to note the results being obtained in using 
existing facilities in lieu of new land acquisition and construction. 
Some examples of these results are: Existing installations will be 
used as oo facilities for all new missile projects in this year’s 

rogram; through transfer of Parks Air Force Base to the Army the 
tter department was enabled to excess Camp Stoneman which not 
only required heavy maintenance costs, but was located on extremely 
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valuable real estate; Navy use of Vincent Air Force Base eliminates 
the necessity of constructing, by increments, what would ultimately 
have become a new naval air station at Mojave; Campbell Air Force 
Base, Ky., is being transferred to the Army, reducing the Army’s 
requirement for airfield and supporting facilities at Fort Campbell; 
the Naval Industrial Reserve Aircraft Plant, Bronx, N.Y., is being 
utilized by the Army in lieu of constructing a new 1,400-man reserve 
armory; land at Fort Custer, Mich., is being transferred by the Army 
to the Air Force to provide a site for Capehart housing; the Naval 
Industrial Reserve Plant, Mineola, N.Y., is being utilized by the 
Navy in lieu of constructing new facilities for the Naval Training 
Devices Center; portions of Twin Cities Arsenal at New Brighton, 
Minn., and the Elwood Ordnance Plant at Joliet, Ill., are being 
converted from conventional ammunition manufacturing and loading 
to the production of warheads for missiles. 

Although each inactive installation is screened thoroughly as to 
suitability for new activities, it must be recognized that a certain 
number do not lend themselves to economic and eflicient conversion 
and must be closed or excessed. In addition, changing requirements 
and new weapons systems generate a need for the acquisition of 
additional real estate for operations even though existing installations 
are utilized for support activities. During fiscal year 1960 the length- 
ening of existing runways and the construction of missile launching 
sites will be the principal reasons for new land acquisition. 

While the committee is pleased with the progress that has been 
made in disposal of surplus real estate and the utilization of existing 
facilities in lieu of new land acquisition and construction, it urges that 
this vital program be accelerated in every possible way to ensure that 
all real estate holdings, surplus to military requirements, will be 
returned to the tax rolls at the earliest opportunity. 


CONSTRUCTION CONTRACTS BY BID 


Except under unusual circumstances, all contracts are being awarded 
on a competitive basis to the lowest,responsible bidder, and during fis- 
cal year 1958, 96 percent of all work placed under contract was handled 
in this manner. The committee is pleased to advise that every effort 
will be made to continue the practice of advertising for bids on the open 
market. Reports on this important aspect of our contracting activity 
will continue to be made to, the committee semiannually, as. outlined 
by section 405 of this bill, and by similar provisions in previous legis- 
lation, Placement of contracts, by negotiation will be utilized only 
where such procurement is in the interest of national defense. 
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Comparative percentage of competitive bid contracts versus negotiated contracts for all 
Department of Defense military construction during the past 5 years 





Percentage of work per- 
formed by— 


Competitive-| Negotiated 
bid contracts contracts 





93 
80 
91 
91 
96 


= 
aooSa 





we rn ww oo os oo oo on en nn os ene n | eee eee wenn ns [eee eneeeeeeeee 





1 The high percentage is mainly due to the DEW line construction contracts ~ 

* The data covering contract awards for the first half of fiscal year 1959 will not be received from the various 
worldwide field commands until Mar. 31, 1959. At that time, the customary report on contract awards 
for the first half of fiscal year 1959 will be submitted to the Congress, as required by sec. 506 of Public Law 
85-685. 


Tirte I—Army 
Title I (Army): 


Inaide continental United States... sn... -<cccccmcucccecce $65, 900, 000 
Outside continental United States. ...........-...-.-..---. 24, 210, 000 
PUNE LC ACCU aaa ees Ge veok sta bicaap net sabe 81, 830, 000 
Emergency construction... .. 2... ee eee ce 10, 000, 
OCA iat GrtOME RE. 6 cedennna nao 6h wile < dshows<dent 181, 940, 000 
Deficiency authorization (prior years)............--.-------- 1, 186, 000 
Total authorisstion.. coc ssi eset sek ese 183, 126, 000 


SUMMARY OF THE ARMY PROGRAM 


The Army’s fiscal year 1960 construction authorization request, as 
ori may submitted to the Congress, totals $231,252,000 which was 
reduced by the committee as indicated above. This authorization is 
to a great extent a direct reflection of the importance and the scope 
of the Army’s missions today. The most important of the Army’s 
tasks include the maintenance of forces overseas in support of our 
national policies and international commitments with our allies, 
furnishing of surface-to-air missile defense for the United States and 
our forces deployed overseas, and provision of a mobile combat ready 
strategic force here in the United States for rapid reinforcement of 
our deployed forces in time of need. The Army’s request within the 
budgetary limitations current for this fiscal year is designed to place 
the major emphasis on those areas of the Apaiy’s greatest national 
a. 

roadly, the Army’s requested authorization can be separated into 
11 major classes of facilities, including the classified projects, con- 
tained in section 102 and the unspecified or emergency type general 
authorization contained in section 103. 
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A summarization of the authorization requested for each of the 
subdivisions follows: 
Program by categories 


[In thousands} 














Continental 
Category United Overseas Total 
States 

1, Operational and training facilities...............-.......... $13, 757 $6,772 $20, 529 
2. idatntenance and production facilities...................... 5, 542 1, 302 6, 844 
3. Research and development and test facilities............... 4, 180- |.....055522556 4, 150 
Ry EE SIE, .00« 1-00 -dnainiengdmubbplradienaimunal 3, 689 3,991 7, 680 
5. Hospital and medical facilities. .....................-....-.- 7. 499 4 7, 503 
ee a ee ee es 207 340 7 
7. Housing and community facilities_............. aiid 14, 223 7, 543 21, 766 
8. Utilities and ground improvements--.....................-- 11, 825 4, 168 15, 993 
©.” FEGRT CBO ccccanccccne cette usvdaidesl edad dtivpcadasens 204 90 

Rte sedate i i ibd cibincteis 61, 186 24, 210 85, 306 
CMOS, 2h iin 8S EA ash Th dies 29, 026 99, 330 128, 356 
Rid, BEG: OUCERIRAROMR.... ba Gend dob cidcbconbivesshscececcddfcetdesssdescssloadececesevecs 17, 500 

Qrond total... 2.52.0 AS 90, 212 | 123, 540 231, 252 





Contained within the 11 categories comprising the total authoriza- 
tion requested are facilities supporting certain functional activities 
which represent some of the Army’s major missions. Among these 
are the surface-to-air missile program, support of overseas armies 
and task forces, and Army aviation activities. The weight of these 
programs, both in their relative importance among the Army’s roles 
and missions as well as their propertionate dollar value in the total 
authorization requested, merits special emphasis in this report. 
Surface-to-air missile program, $116,984,000 

In the field of surface-to-air missile defense, the Army has been 
assigned a broad and vital role in the maintenance of an effective air 
defense complex which will protect our industrial and , population 
centers, as well as our retaliatory forces and the field Army Forces 
at home and overseas. To reinforce its capabilities in this field and 
to expand them, the Army has devoted $116,984,000 of the total 
authorization requested. A major portion. of this requirement, $67.5 
million, is devoted to research and development and test facilities for 
the NIKE-ZEUS antiballistic missile defense system now under 
development. 

To combat the bomber and air-to-surface missile threat the Army 
is making use of the three systems now in being or in production, 
These include the NIKE-AJAX, the NIKE-HERCULES, and _ the 
HAWK. ' 

Additionally, there is now in process of development a third genera- 
tion member of the NIKE family which promises to be the, most 
formidable ‘of our missile systems for defense of our industrial and 
population centers as well as our retaliatory forces. This weapon the 
NIKE-ZEUS is the only one active antiballistic missile defense system 
presently under development. For facilities in support of research 
development and test activities on the NIKE-ZEUS program the 
Army is requesting some $67,520,000. This sum coupled with 
$49,464,000 requested for constructioa of NIKE-HERCULES 
HAWK, and missile master facilities in both the continental United 
States and overseas represents 50.6 percent of the total Army request. 
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The committee has deleted from this program some $17 million for 
further expansion of the NIKE-HERCULES program within the 
United States for reasons indicated earlier in this report. 


Army aviation, $7,829,000 


This year as last, the Army is making substantial contribution to the 
advancement and expansion of its aviation facilities. This field of the 
Army’s activities is playing an increasingly important part in contrib- 
uting to the Army’s ee capabilities. The new and lethal missile 
systems which are rapidly becoming the backbone of the Army’s strik- 
ing power today require much more timely and far-reaching methods 
of target acquisition and designation than did the conventional artil- 
lery of World War II. In addition, in modern warfare enemy forces 
are expected to be highly mobile and fluid in their dispersion. Accu- 
rate, up-to-the-minute reports on enemy forces locations are therefore 
critical to the success of the field commanders fire missions. The Army, 
within limitations is developing a family of Army aircraft which ful- 
fills missions of observation; airlift of troops and combat supplies in 
the battle zone, communications and battlefield surveillance, and 
battlefield casualty evacuation. These missions are separate and 
distinct from the broader responsibilities of the Air Force. Addition- 
ally, the Army is developing and testing new forms of aerial transport, 
including such projects as ‘tilt-wing aircraft and the flying jeep. 
Even though the Army’s aircraft are capable of operating in the field 
and continuing their missions from unimproved facilities; a higher 
degree of training facilities, housiig and airfield facilities are required 
in peacetime to insure the maximum degree of combat readiness. 
‘These facilities provide for efficiency and economy of maintenance and 
gomneine, as well as reducing maintenance requirements and safety 

azards. 

In order to broaden and strengthen its capabilities in this field, the 
Army is requesting some $7.8 million in the fiscal year 1960 authoriza- 
tion request. This sum ineludes facilities for runways, taxiways, 
aircraft hardstands and apron, field-lighting systems, fueling facilities, 
maintenance hangars, and other auxiliary flight facilities. Army in- 
stallations at which aviation facilities are requested in this year’s 
construction request include Fort Belvoir, Va.; Redstone Arsenal, 
Ala.; Fort Rucker, Ala.; Fort Sill, Okla.; Fort Bragg, N.C.; Fort Sam 
Houston, Tex.; Fort Ord. Calif.; and Fort Huachuca, Ariz. In 
addition, the Army is requesting aviation facilities in support of the 
Southern European Task Force in Italy, the 8th U.S. Army in Korea, 
and at three Army installations in Germany. 

Support of overseas armies and task forces, $35,582,000 

In carrying out its assigned missions overseas the Army today is 
maintaining some 40 percent of its Active Army Forces in various 
areas of the world. To support these units in their tasks the Army 
is requesting, exclusive of surface-to-air missiles requirements, some 
$35.6 million or 17.8 percent of its total request. 

The Army’s authorization request for its forces overseas includes 
six major geographical or functional areas. These are: 


(a) U.S. European Command, $12,451,000 


The largest pa of this overseas: request is devoted to sores 
of U.S. Army Forces in Germany. This total of $12,451,000 includes 
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$10,338,000 for U.S. Forces in Germany, $1,973,000 for U.S. Forces 
in Italy, and $140,000 for training facilities for U.S. Forces in France, 
A large portion of facilities required in Germany is designed to aug- 
ment the dependent school facilities in that area. A separate com- 
ment on this requirement is furnished elsewhere in this report. The 
remainder of the facilities requested in France, Germany, and Italy 
include aviation facilities, field training facilities for the installations 
of train fire ranges, additional tank and automotive maintenance 
facilities, ammunitions storage, basic utility improvements, and sub- 
stantial additions to tactical reserves of petroleum, oils, and lubricants 
for the 7th U.S. Army. In Italy, where the Army maintains the 
Southern European Task Force, a large part of the total requirement 
of $1,973,000 is designed to improve missile maintenance facilities and 
to augment ammunitions storage facilities necessary for the support 
of the weapons system assigned to that command. Additionally, a 
substantial part of the request is required for aviation facilities to 
support the Sky Calvery Battalion assigned as a supporting unit of 
the U.S. Army Missile Command. 
(b) Korea, $5,372,000 

In Korea where the Army maintains forces in support of its com- 
mitments to the United Nations and to guarantee the independence 
of the Republic of Korea, the Army is requesting some $5,372,000 
in facilities. These facilities include various classified facilities re- 
quired for the tactical deployment of units in that area, additions to 
petroleum reserve installations, maintenance and storage facilities, 
some medical and dental facilities including a hospital laboratory 
facility, and an aircraft maintenance center, plus bachelor officer 
quarters with a total capacity of 150 men. 


(c) Army Security Agency, $5,573,000 

An additional segment within the overseas portion of the Army’s 
request is tained th the facilities requested to support operations 
of the Army Security Agency overseas. New or additional facilities 
are requested for this agency at five locations. These requests include 
$3,531,000 for installation of a triservice processing center in Okinawa 
together with ancillary operating facilities necessary to the accom- 
plishment of the mission of the station.. Included among the facili- 
ties requested for this location are a triservice processing center 
building, an addition to the operations building, motor pool and post 
engineer facilities, a general purpose warehouse, barracks and mess 
facilities, and a headquarters building. At another Army Security 
Agency location in Asmara, Eritrea, $1,458,000 is requested to pro- 
vide enlisted men’s barracks for 222 men plus 50 sets of family quar- 
ters requested for construction using appropriate funds. Appropri- 
ated funds financing of the family housing is required inasmuch as 
the isolated character of this location makes utilization of any other 
type of funding impracticable. 

At location 12, another Army Security Agency station in Japan, the 
Army is requesting $289,000 to finance the construction of vehicle 
storage sheds and a headquarters building. At location 321 in Korea 
the Army is requesting $185,000 for construction of an operations 
building and 3 enlisted men’s barracks. The 5th Army Security 
Agency station for which facilities are requested is at location 276 
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a classified installation where the Army is requesting $110,000 to 
provide an access road to an existing airfield. 


(d) Army communications systems overseas, $4,392,000 

Another major segment of the Army’s overseas construction request 
comprises $4,392,000 required to construct facilities in support of the 
Army’s worldwide communications net. Five locations are involved 
in this request including four locations in classified areas, and the 
Army Strategic Communication relay station at Asmara, Eritrea. 
These facilities are all designed to reinforce and strengthen the de- 
pendability of the Army’s worldwide communications system. Typical 
facilities included in this request are enlisted men’s barracks with mess 
for Pacific Scatter System Station No. 2, additional FPIS electronic 
ee and power for Pacific Scatter System Station No. 10, and 
additions to transmitter tape relay and communications center 
buildings at Aamara, Eritrea. The largest portion of this segment of 
the Army’s request for installation of a new Pacific scatter station at 
location No. 12. This authorization request is in the amount of 
$2,799,000 and includes a communication equipment building, a 
barracks with bachelor officer quarters and mess, a terminal power- 


house, a utilities system, and emergency electric powerplant and 
vehicle storage facilities. 


(e) Pacific and Caribbean Commands, $1,794,000 
In the Pacific and Caribbean Commands the Army is requesting a 
total of $1,794,000 to permit installation of the modern small arms 
training ranges, trainfire, at locations in Panama, Hawaii, and Oki- 
nawa. The only other construction requested for these areas and con- 
tained within the total, is a chapel at Fort Schofield, T.H., where a 
pressing need exists for such facility. 


(f) Overseas forward depots, $6,000,000 

The last major segment of the Army’s request for overseas construc- 
tion is contained in projects to support construction of two forward 
depots, one in the European and one in the Pacific areas. These 
depots for which authorization is requested in the amount of $3 million 
each are designed to provide the establishment of two forward depot 
areas prestocked with relatively few but highly selective items of 
equipment and strategically located to provide prompt issue of supply 
in event of hostilities in the most potentially troublesome of the 
world’s unsettled areas. The wisdom of establishing such depots has 
been amply demonstrated during the last year in the case of the 
Lebanon and Taiwan incidents. 

With the exception of the classified authorization contained in sec- 
tion 102 and $17,500,000 of unspecified authorization requested in 
section 103, the remainder of the Army’s request can best be distrib- 
uted generally into nine broad construction categories, which by their 
titles epitomize the functional activities for which the facilities are 
required. Total and individual dollar values for these categories is 
contained in the preceding tabular summary of the total authorization 
requested by the Army. A résumé of the major facility requirements 
contained in these categories follows: 

1. Operational and training facilities, includes various types of build- 
ings, pavements, and ranges required either in military operations or 
training of individuals or units. This category totals $20,529,000, 
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distributed $13,757,000 in the continental United States and $6,772,000 
overseas. Of this request $5,800,000 is’ for ‘airfield pavements): taxi- 
ways, and airfield hardstands and aprons,’ Of this. eategory $3,379,000 
are. communications, navigational. aids, and airfield lighting. .The 
balance of the category is composed of operational communication and 
aiming facilities. in support of the. Army’s missions throughout the 
world. 

2. Maintenance and production, facilities, includes buildings and 
facilities from maintenance of all types of equipment and plant used 
by the Army including aircraft, missiles, tanks, guns, motor vehicles, 
electronic devices, and buildings.. No industrial production-type facil- 
ities are included in this program. The total of facilities requested 
in this category is $6,844,000. Of this request $5,542,000 is within 
the continental United States and $1,302,000 in overseas installations, 
Within the United States the request includes $1,147,000 for five tank 
repair shops and facilities at Fort Knox, Ky., three missile battalion 
equipment parks at Fort Sill, Okla., in the amount of $748,000, and 
three missile maintenance equipment shops at Fort Sill, Okla., in the 
amount of $691,000. Additionally, the request contains facilities for 
a special weapons ordnance support battalion at Fort Sill, two bat- 
talion motor repair shops at Fort Bragg, and four motor repair shops 
at Fort Benning. Overseas the request includes maintenance facilities 
in support of 7th Army activities at 13 locations. Representative 
facilities included are aviation hangar with shop, a missile mainte- 
nance building, radio repair shop, parachute shop, post engineer shops, 
a tank maintenance shop, and various other maintenance facilities. 

3. Research, developmené and test facilities.—This includes structures 
required for research and development programs of the Army. The 
total of this category is $4,150,000 and all of this construction is within 
the continental United States. . Typical facilities included within this 
request are animal breeding buildings at Fort Dietrick, Md., radar and 
electronics test and instrumentation buildings at Fort Huachuca, 
Ariz., modifications to a rocket motor casting line at Redstone Arsenal, 
Ala., and a drone test facility and target simulation range at Fort 
Huachuca, Ariz. 

4. Supply facilities —These are defined as ammunitions storage 
liquid fual storage, open and covered storage areas, and refrigerated 
or cold storage facilities. The total of the facilities requested in this 
program is $7,680,000. Of this total $3,689,000 is within the con- 
tinental United States and $3,991,000 is at overseas installations. 
Representative facilities within the United States included in this 
request are special weapons support facilities at Letterkenney Ord- 
nance Depot, Pa., and Savanna Ordnance Depot, Ill., supply and 
storage buildings at Fort Bliss, Tex., Fort Rucker, Ala., Fort Ord, 
Calif., and Aiea hardstands at Fort Knox, Ky. Overseas 
the requested supply facilities include petroleum tank storage in 
Germany in the amount of $2 million, ammunition storage facilities 
in Germany and Italy in the amount of $1,508,000, and cold storage 
facilities in the amount of $287,000 in Italy. Additional general 
purpose warehouse area and vehicle storage sheds in the amount of 
$196,000 are requested at two Army Security Agencies locations 
overseas. 

5. Hospital and medical facilities —This category totals $7,503,000 
and includes $7,499,000 within the continental United States and 
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$4,000 overseas. The principal items within the United States in- 
cluded in this category are construction ‘of 150 bed hospital at Fort 
Eustis, Va:, in the amount of $4,366,000; air conditioning of the Fort 
Belvoir Hospital at Fort Belvoir, Va:, in the amount of $748,000; and 
conversion of a building at Redstone Arsenal, Ala., to hospital use 
in the amount of $844,000. Authorization for the construction of 
certain hospital facilities has been held in abeyance by the committee 
for lack of realistic cost estimates. Additionally, funds have been 
requested for the construction of a recovery ward at ' Fitzsimons 
Hospital at Denver, Colo., in the amount of $110,000; alterations 
and additions to a hospital mess at Fort Leonard Wood, Mo., in’ the 
amount of $180,000; and construction of a medical laboratory at 
Fort Meade, Md., in the amount of $1,251,000. The medical proj- 
ect requested overseas is for construction of a dispensary at Army 
Security Agency Location 03 in Okinawa in the amount of $4,000. 

6. Administrative facilities —This category comprises those build- 
ings necessary for the administration of companies or larger units. 
The total of this category is $637,000, one of the smallest amounts of 
any of the categories included within the Army’s request. It repre- 
sents a commendable effort on the part of the Army to reduce their 
needs for this type of facilities to the minimum; $297,000 of this 
request is within the continental United States and $340,000 is re- 

uested for facilities in overseas areas. The facilities required within 
the United States are battalion headquarters and supply buildings 
at Fort Bliss, Tex., conversion of one additional floor of the Mart 
Building for the St. Louis Support Center at St. Louis, Mo. Over- 
seas, the requested administration facilities are confined to two head- 

uarters buildings required at Army Security Agency locations in 
kinawa and Japan. 

7. Housing and community facilities —This includes all types of 
housing, family quarters, bachelor officer quarters, nurses quarters, 
enlisted mens barracks and all types of community facilities for morale 
welfare, and recreation. This category including such a broad 
spectrum of facilities as it does, totals $21,766,000. Of this request 
$14,223,000 is within the continental United States and $7,543,000 is 
requested for overseas installations. Included within the total in the 
United States is $9,045,000 for family housing. The largest single 
segment of this family housing request is for 156 units of family housing 
at the U.S. Military Academy in the amount of $5,588,000. Addi- 
tionally, $1,646,000 is requested for construction of 80 family housing 
units at various locations within the United States in support of the 
Army Air Defense Command tactical installations. Another 40 units 
of family housing is requested for Fort Greely, Alaska, in the amount 
of $1,811,000. Overseas the Army is requesting $1,117,000 to provide 
4 units of family housing at Location 4 an Army Security Agency 
installation in Asmara, Eritrea. That portion of the request devoted 
to troop housing totals $6.2 million for troop housing in the continental 
United States and overseas. This sum includes $233,000 for per- 
manent barracks to accommodate 56 enlisted women at Fort Lee, Va., 
and $1.2 million for permanent bachelor officer quarters spaces to 
accommodate 130 officers. The remaining $4.8 million will provide 
2,109 semipermanent barracks spaces and 34 semipermanent bachelor 
officer quarter spaces at temporary installations in the continental 
United States and in overseas areas. It is to be noted that the com- 
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munity facilities, morale, welfare, and recreation structures represent 
a relatively small proportion of this request, The total of this ¢ 
facilities requested by the Army is $5,336,000 both in continanta 
United States and overseas, Of this sum only $931,000 is requested 
for the continental United States with the bulk of the request, 
$4,405,000 being programed for overseas installations where such 
facilities are notably lacking. Within the continental United States 
the Army is requesting a chapel at Fort Greely, Alaska, in the amount 
of $584,000 and a post office at Fort Knox, Ky., in the amount of 
$347,000. Overseas the major portion of the program, in excess of 
$3 million, is devoted to extension or additions to the Army’s de- 
pendent school systems, mainly in Germany, In addition to those 
vitally needed facilities the Army is requesting a chapel, service club, 
theater, and post eoNeaES in Okinawa for an Army Security Agency 
installation, a chapel at Fort Schofield, T.H., and a fire station at 
US. installation in Italy. 

8. Utilities and ground improvements.—The total of this request is 
$15,993,000. Of this sum, $11,825,000 is requested for installations 
within the United States and $4,168,000 for oversea installations, 
This category is comprised of such projects as electric power facilities 
heating plants, sanitary sewage systems, water supply systems, storm 
drainage, and roads and streets. Within the United tates the Army’s 
requesting $1,039,000 for extension or provision of electrical facilities 
at Fort Meade, Md., and Fort Leavenworth, Kans., $4,612,000 for 
expansion and rehabilitation of heati systems at Columbus General 
Depot, Ohio and the U.S. Military Academy at West Point, N.Y., 
$572,000 for the installation of sewage treatment plants at the Presidio 
of San Francisco, a storm drainage system at Fort Bliss, Tex., and 
an incinerator at Fitzsimons Army Hospital, Denver, Colo. The 
remainder of the program request is for the installation of water 
systems, roads net streets, and storm drainage systems at various 
locations within the United States. Overseas the sum of $4,168,000 
is divided as follows $1,584,000 for electrical systems at Army com- 
munications stations throughout the world and at one installation in 
Germany ; $1,696,000 for the installation of heating systems at three 
stations in Germany and one location for the Army Security Agency 
Overseas; and $888,000 for miscellaneous utilities, roads, and streets 
at various locations. 

9. Real estate—Acquisition of real property and real property site 
improvements. Land acquisition in the Army’s fiscal year 1960 pro- 
gram has been reduced to the minmum. side from land required for 
antiaircraft NIKE installations in the continental United States there 
are only three land acquisition projects included. Two of these are in 
the United States and one in Hawaii. The total acreage proposed 
to be acquired by these projects is 1,147 acres at a cost of $294,000. 
The two projects within the United States are a proposal to acquire 
600 acres at Fort Rucker, Ala., for construction of a stage field in the 
amount of $60,000 and a second project to acquire 487.2 acres in the 
amount of $144,000 at Baywood, Calif. Overseas the single land 
eeceneneren roject proposed is that to acquire 60 acres of land at 
Halimano, T.H., in the amount of $90,000. 
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WHITE SANDS MISSILE RANGE 


Within the Nation’s arsenal of missile ranges is the White Sands 
Missile Range, administered by the U.S. Army for use of all three of 
the military departments. Formerly known as the White Sands 
Proving Grounds, this range is the only one of the three national 
missile ranges which is completely over lain It is located between 
El Paso, ‘Tex., and Albuquerque, N. Mex., and encompasses an area 
some 40 miles wide by 100 miles long, Its missions include provision 
of facilities and range support for research and development test, 
evaluation, and training firings for short and medium range surface- to- 
surface missiles, short and medium range air-to-air missiles, short and 
medium ran ge surface-to-air and air-to-surface missiles and such early 
research and development portions of longer range missile systems as 
may be assigned. 

The multiplicity and increasing complexity. of ah current missile 
programs within the three services demands the most comprehensive 
of long-range planning to avoid duplication of similar facilities. The 
White Sands Range has evolved a complex of flexible general purpose 
test facilities which assure range capabilities on a national require- 
ments pattern. Overall planning and coordination should insure 
maximum joint utilization of facilities and interrange compatibility, 
plus reducing to a minimum the possible duplication inherent in 
special purpose test facilities. 

“xamples of the surface-to-surface missiles which have been tested 
at White Sands Missile Range are the LITTLE JOHN and HONEST 
JOHN rockets, the CORPORAL, SERGEANT, and REDSTONE 
guided missiles, Surface-to-air missiles include NIKE-AJAX, NIKE- 
HERCULES, and HAWK. 

For the Air Force, firings at White Sands Missile Range include 
air-to-air firings and air-to-surface firings with ranges of less than 10 
miles; they also fire, however, some surface-to-surface, high altitude 
test vehicles and drone and decoy missiles. Representatives of these 
are the FALCON air-to-surface missile, the AEROBEE hypersonic 
test vehicle and the MATADOR surface-to-surface missile. 

Navy firings at White Sands Missile Range have included surface- 
to-air missiles such as the TALOS, the high altitude research vehicle, 
AEROBEE, and the POGO target. 

Some measure of the increasing triservice capability and perform- 
ance of this national missile range can be interpreted from the volume 
of the test firings now conducted there and the division of that work- 
load within the three services. In 1951 when the Nation’s missile 
capabilities were in a relatively elementary stage, less than 200 firings 
were conducted at the range. During fiscal year 1958 this load had 
increased to approximately 2 2,150 and is forecast to increase to an esti- 
mated 3,000 firings per year by 1961, Approximately 45-55 percent 
of the sonido. | is Air Force, 40-45 percent Army and 5-10 percent 
Navy. 

The committee notes that the development of the NIKE-ZEUS 
anti-[CBM missile by the Army will utilize to the maximum extent 

racticable the current assets at the White Sands Missile Range. 

Hhile the longer range aspects of the NIKE-ZEUS system will 
understandably require utilization of the ocean ranges, many other 
phases of the research and development of this weapons system will 
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be evolved and tested at White Sands Missile Range. The Army 
is requesting some $4,020,000 in the fiscal year 1960 military ublix 
works authorization program to install facilities to accounplial this 
work. 

Titte [l—Navy 
Title II (Navy): 


Inside continental United States.........-..--..-....-.-. $110, 646, 000 
Outside continental United Statese-......----..-.------- 29, 550, 000 
REG loot, 2 sue sCc.s Cob ca detdewsancadee 18, 495, 000 
Emergency construction. -_.......-....-.--...-.--------. 10, 000, 000 

Total new authorisation cic25 «cen docs Uae euee nds usc 168, 691, 000 
Deficiency authorization (prior years)........-...---.---. 640, 000 

III UT etn etal 169, 331, 000 


SUMMARY OF NAVY PROGRAM 


The Navy’s fiscal year 1960 construction authorization request as 
originally submitted to the Congress totaled $195,284,000, but was 
reduced by committee action as indicated above. 

Several years ago the Navy, with encouragement by this committee, 
instituted a 5-year plan for the development of its “Shore Establish- 
ment. Lone- -range planning is not unique nor new to the Navy. 
Nevertheless, its utilization with regard to military construction and 
further refinement with each new program, have enabled the Navy 
to procure facilities for which it has had most urgent need. 

The Navy’s military construction is not a program per se. Rather, 
it has as its sole purpose the support of other Navy programs. All 
of these programs and, consequently, military construction, are re- 
quired to improve the combat readiness of the operating forces of the 
Navy, including the Marine Corps. In the committee’s analysis of 
the Navy’s military construction program we have taken an objective 
approach, and have examined their expressed requirements from a 
policy viewpoint. This attack of the problem has not stayed the 
committee’s close scrutiny of the details of each line item. Testimony 
has been taken on these and is on record in the transcript of the 
hearings. 

The committee has recognized that many outside influences affect 
military construction. Action by a foreign country, or a combination 
of countries, may create an unpredictable situation bearing on military 
construction. This is only one example of numerous factors whic 
may influence the program. Despite our acknowledgment of the 
effect of such actions over which the Navy has no control, we believe 
they affect only details, leaving the ov verall pattern of the ‘Navy plan- 
ning relatively stable. 

This belief is confirmed by an analysis of the program. As orig- 
inally submitted to the Congress, subject to subsequent service adjust- 
ments, each of the 195 specific line items for the 66 stations included 
in the program supports 1 or more of 4 broad objectives. A brief 
of these objectives and the support which they are provided by 
military construction are outlined in the following paragraphs. 


1. Support of fleet operations, $123,101 ,000 


The first major objective is to support fleet operations. Included 
for this purpose are 102 line items at 46 stations. This objective has 
the following components: 
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(a) Support of the carrier striking force, $41,706,000 


There are 29 line items at seven station which support this sub- 
objective. These are naval air stations at which operational aircraft 
are based. The proposed facilities are required for the efficient and 
effective operation of high performance jet aircraft. Carrier aircraft 
squadrons are based ashore on a rotational basis. This system has a 
number of benefits, among which are the opportunity for the pilots 
and crews to become indoctrinated in the operation and maintenance 
of new weapons and equipments, to become proficient in improved 
techniques; to sharpen their flying, bombing, and gunnery proficiency; 
and, in some cases, to live ashore with their families after prolonged 
tours at sea. Stations in this category are at.Lemoore and Miramar, 
Calif., and at Oceana, Va., three of the Navy’s master jet fields; and 
four strategic overseas stations. ae 


(b) Support of antisubmarine warfare, $8,804,000 

There are five line items at three continental and two overseas 
stations which support this subobjective. A major project in this 
category is the proposed breakwater at the Naval Station, Newport, 
R.I. Construction of this facility was planned only after extensive 
study by the Massachusetts Institute of Technology and the Navy 
showed conclusively it is an economical and effective method of 
providing a safe harbor. By this means, ships moored at the two 
new piers will be protected from damage by waves whipped up during 
the frequent windstorms in the area. The ships may then shut down 
their powerplants for uninterrupted performance of needed mainte- 
nance. The thousands of man-hours thus saved will improve the 
combat readiness of these ships, the principal destroyer force of the 
Atlantic Fleet, enabling them to utilize these saved hours for patroling 
the seas. 

Of the remaining four line items, two are for construction of facilities 
at classified locations for storage, assembly, and maintenance of ASW 
weapons. The committee has been apprised of the full details of these 
proposals. ‘The other two line items are at naval air activities. One 
is at the Naval Air Station, Patuxent River, Md.; the other is at an 
active overseas station. Both are to support operational aircraft 
used for reconnaissance and patrol missions. 

(c) Continental air defense, $20,638,000 

This category includes seven line items at two important overseas 
stations, one being at the Naval Station, Argentia, Newfoundland, 
Canada, the other being at a classified location about which the 
committee has been fully informed. Both of them are so-called 
barrier stations, being parts of the distant early warning system. 
Specifically, the line items will provide support for the airborne portion 
of the system. 


(d) Training, $23,015,000 

The most modern ships and aircraft and the most powerful weapons 
in the world would be of little avail to our country without the highly 
trained and skilled officers and enlisted men who make our Navy 
preeminent. Young men are commissioned or enlisted in the Navy 
or Marine Corps from all walks of life, from our colleges and high 
schools and from urban and rural areas of the country. They are 
trained in the various aspects of naval operations, from the elements 
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of seamanship to the complex science of naval warfare. Personnel 
who operate and maintain the equipment and weapons employed by 
a modern navy first gain knowledge and skills at training centers 
ashore. 

To provide new facilities for this purpose or to modernize wornout 
existing facilities, there are included in this program 36 line items at 
10 of the training stations. For example, facilities are to be pro- 
vided at the Submarine Base, New London, Conn., where crews will 
receive team training in the operation of nuclear-powered submarines, 
Projects are in the program for the naval auxiliary air stations at 
Meridian, Miss:, and Whiting Field, Fla. Here, at these two sta- 
tions, aviation cadets will receive basic training in the T2J, the jet 
trainer aircraft which will be introduced into the Navy training sys- 
tem in the near future. Another major project will provide for re- 
placement of deteriorated barracks at the Naval Training Center, 
Great Lakes, Ill. The new barracks will give adequate living and 
studying space for naval recruits who will be gaining their first im- 
pression of the Navy in this environment. Additional facilities will 
be built at the Naval Station, Roosevelt Roads, P.R. This is the 
Navy’s “east coast” training station where the fleet engages in guided 
missile operational training. 

(e) Logistics, $28,938,000 

This category embraces the broad field of support of the fleet, 
including the furnishing of supplies and services. There are 25 line 
items at 22 stations included in the program for this purpose. One 
of these line items will provide facilities at the Naval Supply Center, 
Pearl Harbor, T.H., for the underground storage of aviation fuel. 
Other projects are at the Naval Shipyards, Portsmouth, N.H.; Boston, 
Mass.; and at Brooklyn, N.Y., where repair and replacement work 
will be done on existing facilities in order that naval ships may be 
drydocked for maintenance and overhaul, or, in the case of the Ports- 
mouth yard, where new, nuclear-powered submarines may be built 
and moored. Other projects in this group are to provide facilities 
at a number of important communication stations, including Norfolk, 
Va.; Winter Harbor, Maine; Okinawa; and Londonderry, North 
Ireland. 

2. Support of air and ground forces of Marine Corps, $8 380,000 

The second major objective is to support air and ground forces of 
the Marine Corps. The program includes 18 line items at eight sta- 
tions in support of this objective. A single line item at each of three 
air stations will provide facilities needed to furnish breathing oxygen 
to the Marine aviators operating from these fields at Beaufort, S.C.; 
El Toro, Calif.; and Kaneohe Bay, Oahu. Another of the stations 

roviding support of the air forces of the Marines is at Yuma, Ariz. 
This former Air Force base, built during World War II] for the opera- 
tion of lighter, propeller-driven aircraft, is to be repaired and modern- 
ized for safe operation of the heavier and faster, high-performance jet 
aircraft. Facilities being provided for support of the Marine Corps 
ground forces are at three Marine Corps bases. _ A line item is included 
for improving the water supply system in the Yermo area at the 
Barstow, Calif., supply center. In addition, an atomic assembly and 
checkout structure. together with attendant magazines, are to be 
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rovided at the Marine Corps bases at Camp Lejune, N.C., and at 
Shentynire Palms, Calif, 


$. Support of guided missile program, $34,466,000 


The third major objective is to support the guided missile program. 
This objective has two parts. ‘The first part relates to the develop- 
ment of the Pacific missile range. Last year, the first increment of 
construction was authorized for approximately $14 million. The 
second increment is for 47 line items totaling $30,050,000.. The 
project will provide for construction of various facilitics at the head- 
quarters at Point Mugu, Calif.; at Point Arguello, Calif., the naval 
missile facility; and at various Pac ifie islands from San Nicolas Island, 
approximately 60 miles off the California coast to Wake Island, 

approximately 5,000 miles westward. Further discussion of the 
Pacific missile range is contained elsewhere in this report. 

The second part of this objective relates to the POLARIS weapon 
system. Nine line items at three stations in this program are required 
for POLARIS suppo rt. Two of the line items will provide facilities 
at two classified locations for direct support of the accelerated devel- 
opment of the POLARIS fleet ballistic missile. Another classified 
facilitv is at the Submarine School, New London, Conn. The 
remaining line items will provide communication facilities in Maine to 
be utilized in the overall POLARIS weapon system. 

4. Support of research and development of the Navy, $9,022,000 

The final major objective is to support research and development of 
the Navy. ‘Nineteen line ttems at eight stations are included in the 
program f ; support of this « piece: Among these are line items at 
the David Taylor Model Basin, Carderock, Md., te provide facilities 
needed in the stu dy of acoustics, leading to the reduction of noises in 
nuclear-p were d submarines and other Navy ships; at the Naval Air 
Materiel Center, Philadelphia, Pa., where a line item is to be provided 
for research in the fie!d of aircraft catapult ma arrest components. 
A line item is also preposed for the Naval Air Station, Patuxent 
River, Md., to install an arresting gear test facility. This facility 
is to utilize recently developed gear in order to test the capability of 
new carrier sitcral to withstand the stress and strain of abrupt 
deceleration. A major project in this group is for the development of 
base facilities at the isolated Naval Radio Research Station, Sugar 
Grove, wy Va. This will furnish living and working accommodations 
for tue scientific and technical personnel assigned to this activity to 
operate the unique communication research facility now under con- 
struction. 

PACIFIC MISSILE RANGE 


The Navy’s program includes a project of 47 various line items for 
the second increment of construction of the Pacific Missile Range. 
The first increment for development of the PMR was authorized 
last year in the amount of approximately $14 million. Planning for 
the foreseeable future calls for annual increments of $30 to $40 million 
for the next 5 or 6 years for construction of additional facilities. 

The headquarters of the Pacific Missile Range is at Point Mugu, 
Calif. It is under the management of the Navy. It is being built to 
augment the Nation’s capability for fulfilling test and training require- 
ments of the IRBM, ICBM, satellite vehicles, and a host of other 
guided missiles and special devices. 
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Each of the three national ranges has unique capabilities which are 
complementary. 

When the Secretary of Defense, in December 1957, approved the 
Navy proposal to expand the Naval Missile Center, Point Mugu, into 
a national range, the Pacific Missile Range began. At that time, the 
Secretary of Defense approved the transfer from the Army to the 
Navy of approximately 19,000 acres of land in the vicinity of Lompoe, 
Calif. This is the southern portion, approximately one-third, of the 
former Army Camp Cooke. The proposal to establish this national 
range resulted from the increased emphasis: on missile and satellite 
projects during the past 2 years, and recognition of the necessity for 
adequate national range resources. 

The newly acquired land was designated as the Naval Missile 
Facility, Point Arguello and, in June 1958, the Pacific Missile Range 
was officially established as a national facility with the Navy as 
executive agent. The mission is to provide range support for Depart- 
ment of Defense and other designated Government agencies in guided 
missile, satellite and space vehicle research, dev elopment, evaluation, 
and training programs. 

In planning the development of this range, the Navy has reviewed 
all firm missile programs, all available information on plans for 
satellite and space vehicles and plans for the next 10 years. With 
this study as a basis, a long-range plan for future devlopment of the 
range was prepared. It envisages the establishment of a complex of 
ranges capable of supporting the various types of missiles and satellites 
to be developed. The complex would encompass the following six 
ranges: Sea Test Range—the sea areas adjacent to the west coast 
extending seaward for 500 miles. It will support the development of 
air-to-air, air-to-surface, and short range surface-to-surface missiles 
and fleet training with these missiles. IRBM Range—a sector extend- 
ing westward to sea from the Naval Missile Facility, Point Arguello, 
for a range of 1,500 miles for IRBM training firings. Polar Orbit 
Range—to provide a capability to launch satellites southward from 
the Naval Missile Facility, Point Arguello, into polar orbit. This 
range is suitable for this purpose as no land mass exists southward from 
this facility. Equatorial Orbit Range—to provide a capability for 
launching satellites eastward from a vet undetermined island in the 
vicinity of the equator into an equatorial orbit. Antimissile- 
Missile Range—to provide a capability for launching antimissile- 
missiles from some yet undetermined Pacific islands against ballistic 
missiles fired as targets from the west coast. In addition, the range 
complex will include the Naval Missile Center, Point Mugu; the 
Naval Missile Facility, Point Arguello; various Pacific island installa- 
tions, and instrumented range ships. Vandenburg Air Force Base is 
to the north and adjacent to the Naval Missile Facility, Point Arguello, 
but is not a part of the Pacific Missile Range. It is the northern 
two-thirds of the former Army Camp Cooke. It is an operational base 
under the Commander in Chief, Strategic Air Command. It is planned 
to have the capability of launching ICBM’s against enemy targets. 
In addition, [RBM and ICBM training missiles can be launched from 
this Air Force Base into impact areas in the Pacific Missile Range. 
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Trrte Il1J—Arr Force 
Title III (Air Force): 


Inside continental United States...................---._- $289, 746, 000 
Outside continental United States__............._-_-__ 71, 759, 000 
Caneified. 3 iG 2 See 21 Oa JO a ee 443, 541, 000 
Emergency construction. ............-.-.222- 22 eek 15, 000, 000 

Total new authorization. _........----.--------------- $820, 046, 000 


lbs bia Rate R ate 2, 343, 000 
ik som cheb a sh co dese badass ighlh do ti lbs hi Sil $822, 389, 000 


SUMMARY OF AIR FORCE PROGRAM 


Military construction is basic to all Air Force programs. In fact, 
for many of the major operational programs, it is the initial phase in 
the programing and budgetary actions because of the4ong leadtime to 
produce completed usable facilities. In addition, because of the na- 
ture of new weapon systems and operational concepts, base facilities 
are increasingly an integral part of the weapon systems as in the case 
of the missile force and in the case of dispersal and alert for the bomber 
forces. 

The bill as originally submitted to the Congress for the Regular 
forces, adjusted to reflect changes requested by the Air. Force, 
amounted to $886,574,000. This amount was reduced by committee 
action as reflected above. 

Authorizations are also requested i in the bill for the construction of 
family housing in the United States under title VIII of the National 
Housing Act, and family housing and certain community facilities at 
oversea locations under the surplus commodity program. 

Although primary emphasis in this fiscal year 1960 construction 
authorization program has been directed to the satisfaction of opera- 
tional type requirements, it also continues at a slow rate the programs 
for improvement in personnel facilities and for replacement of sub- 
standard facilities. 

The Air Force advises that military construction program is care- 
fully integrated with the procurement, weapons, personnel, and oper- 
ating programs. The authorization request has been developed with 
a realistic consideration of a required level of operational readiness, 
the need for continued modernization of the forces and their support- 
ing base facilities, and the importance of maintaining a sound balance 
between immediate and long-term objectives. 

According to the Air Force the development of the program has been 
controlled by several major considerations. First 1s support of the 
vital immediate and continuing need to maintain a cope baity, with 
bases in being, for immediate response to an aggression against the 
United States or its allies. This capability is the principal factor in 
achieving the deterrent objective of the Air Force. 

Second, is the establishment of operational bases throughout the 
world from which the threats of limited wars can successfully be 
countered. 

Third, is the integration into the Air Force of new weapons systems 
and capabilities for superior defense posture in the future. This must 
be accomplished within available and foreseeable resources, without 
an unacceptable degradation of current capabilities to deter or counter 
the opposing military threat. 
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Fourth, is the continuing and essential need, concurrently with the 
satisfaction of operational requirements, to alleviate existing defj- 
ciencies in the physical plant and to establish an adequate standard of 
living for personnel. 

Last, is the relationship of base facility and construction require- 
ments to future force and program objectives. It must be insured 
that facilities constructed are adaptable to long- -range requirements 
or that the planned period of use is sufficient to warrant their con- 
struction. 

To aid implementation of these construction considerations and as 
part of overall Air Force program, foree, and budgetary considerations, 
a weapon-system approach has been applied i in the analysis of require- 
ments and programs. By this method, total costs for each of the 
various systems or program objectives are analyzed in respect to the 
capabilities produced by the respective systems or objectives. This 
type of analysis provides a more realistic method for selecting the 
most effective and efficient combination of forces and systems attain- 
able within available resources, and for minimizing imbalances be- 
tween weapons and their supporting components. 

Program summary.—The following table summarizes the Air Force 
fiscal year 1960 military construction authorization request. 


Inside the United States (666. Sul)... ~ - So ccc cc nce anne cucwn- $329, 536, 000 


Outside the United States (sec. 301)___...--..---2-- ele 75, 997, 000 
Missiles and missile detection (sec. 302). .........--.. 2... 443, 541, 000 
Unforeseen construction (sec. 303)_..........------- 2 ee ee 17, 500, 000 
OGL WOR POO TOC isk he ascidde okabanest > eotonseubow se 866, 574, 4, 000 
Public Law 85-241 authorization increase (sec. 305)............_- 265, 000 
Public Law 85-685 authorization increase (sec. 306)..........-.-- 2, 078, 000 
Total prior authorization increase_...........-.------.--- 2, 343, 000 
Total increase in Air Force authorization._...........-.-- ” 868, 917 7, 000 


The total increase in Air Force authorization proposed for fiscal 
year 1960 is $868,917,000, which was reduced by the committee to 
$822,389,000. 

Of the $866.6 million of new authorization requested in the bill, 
$329,536,000 represents projects at bases inside the United States and 
$75,997,000 are for projects outside the United States. In addition 
the major portion of the missile and missile detection authorization of 
$443,541,000 will be utilized inside the United States. 

Of the $76 million shown for outside the United States, $5 million 
are in U.S. Territories and possessions, and over $22 million are for 
projects on the North American Continent which directly contribute to 
continental defense. This leaves only $49 million, or less than 6 
percent of the total program, for projects in foreign countries outside 
North America. 

Sections 305 and 306 of the bill amend 2 prior years’ authorization 
acts to increase authorizations granted therein for certain projects 
by a total of $2,343,000 to cover authorization deficiencies reouleatie 
from increased costs and low initial estimates. 





ae oS 


vs ar 


MILITARY CONSTRUCTION AUTHORIZATION 57 


The request for new authority provides for construction at 153 
major installations, of which 104 are inside the United States and 49 
are outside the United States. In addition, the program provides 
facilities at a number of other sites and locations, ieckadion aircraft 
control and warning network projects, facilities for the development, 
testing, and operation of missiles, and classified facilities at various 
overseas locations. 

To accommodate adjustments being made in the composition of the 
forces and in base deployments, existing bases are being adapted to the 
extent that no new major bases will be initiated with fiscal year 1960 
construction, although there are several new unmanned radar gap 
filler sites in the program. 

Major command summary.—Following is a summary of the authori- 
zation request by major Air Force commands: 








- 
Sec: 301: 
Inside the United States: 
Air Defense Commands -.<< o5-sssesecsesccssesce lw $31, 927, 000 
Ns FAUT SORT i 20, 881, 000 
Ait - Gameerees: CAUINGI «oS s ero cmvamunendbisncmanaue 21, 162, 000 
Air Research and Development Command_________-___- 13, 870, 000 
Als Teaming: Conmmane:*< Cui ies er ie 16, 328, 000 
Dit RIOT, ss | 4.5 oss diahhen bagpchiaeaditish hele tetaietiawekialbon 2, 306, 000 
Headquarters Command__-__-.....----..------------- 21, 087, 000 
Military Air ‘Transport Service....-........._-...-«,. 3, 617, 000 
Biratemss AirCiommsann. . so a 87, 215, 000 
section A tlommaend: 3. ous -Geeilins oe, tt ry 14, 306, 000 
Aircraft control and warning system__-.__....________- 96, 837, 000 
Total, inside the United States.__._.........__._.____- 329, 536, 000 
Outside the United States: 
Military Air Transport Service_............--.-------- 2, 249, 000 
py EI dane amacetanstop piacomats: ct Shaye ne acd peregtilogne 26, 143, 000 
STIG IN) Sn nn cases 8, 679, 000 
U.S, Ait POreee Te Bere a 16, 926, 000 
U.B: Seourtby Bervwiee.. Sica es. 20; Shad. asa oe. cis 4, 908, 000 
Spedinl faaibitiees: 6 suis adbdaow seein Lewd asi, aos 26 105, 000 
Aircraft control and warning system........._....-..-- 16, 987, 000 
Total, outside the United States__._...._...________-_ 75, 997, 000 
Sec. 302: 
ARERR Orlane eh 374, 085, 000 
SUUCOUENS CUNEO eer eg ee ee ee 10, 000, 000 
POPES TETIIRETCNE CER EOSE FREE ae seaeee eae Ue Ole 2 oti aw SS 26, 000, 000 
BDMEWS. Loud e1  AO  Fe SEE, Dh See 33, 456, 000 
I I lh ii lel etcetera eee Kee ee 443, 541, 000 
Sec. 303: Unforeseen construction, total.............-.-_-______ 17, 500, 000 
Total, new authorisatiemg. . oot ee ee cle ee let kk 866, 574, 000 


Program objective summary.—Following is a summary of the authori- 
zation request by the major Air Force program objectives and weapon 
systems which the construction will support. 
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Arr. Force 


Summary by program objective 


Oe 

















Amount Percent of 
total 

I ada tinss: antenna tints nocicetpttainndibadeibighan tiehidiinctiaimst bende $483, 928, 000 55,8 
ete ee on didh ds dein be bpentianconirtechipdubessebbamisinbohed 342, 991, 000 39.6 

"8 no ac tnnaenecuepoeditesmendannanscammaanediaannm 33. 180, 000 3.8 
Aietorguriace Maigsiles.s sn. 65 jag es edbi sd Oillded Het e debs bes dsclsee 10, 000, 000 1.2 

hE chnctinntebogettretich}sunbebdbaliininbeiamanktnnmne 69, 199, 000 7.9 
Tanker Trine 13 ie su sikh hhh i eee ed 8, 309, 000 1.0 
IE it ceiweiinttiheh di cabiiebeabbsititcediidcddltcgbiiiiel 20, 249, 000 2.3 

Be GOR 2 a a kc ldca de dicedbacbeachtbaveintaiiedidsci tool Eten 229, 213, 000 | 8B 
Pibthtiets rotibdthed (3 555 h.2s B e 26, 874, 000 3.1. 
SROGrepter AGU. ~.65 5 ~ <n ceti dd ccmeeteeisc ibid lnlnmbsiindiande 23, 173, 000 2.7 
ee SS COREY Re oe nats ccc cacnceusnbeecotnnenteese topen 33, 456, 000 3.8 
TUTETy GRIT Ol SRG WIRED, 2a cc cdodlendutisaneu bekscatucsavoutede dened 32, 548, 000 3.9 
I a i la alte acta a i 90, 661, 000 10.4 
nS STO nn on oa cn ntuaipenaie enue eemanmeeaaaeaene: 10, 000, 000 1.2 
BARRIO 6. 6. ..cincnnccdanibedcetinecdssdhsisiacbiieein 12, 501, 000 14 
Peblioh! teréth: occas saccesceccst wb tstds natant 25,769,000 3.0 
ine ent ee ey a mnolauatl bee 10, 206, 000 | “L2 
Ueto iets ab ncccccccadioididicdsidiihdcivalihsie~ ciedtphsidied eid 10, 315, 000 1.2 
I SOON fa ech on Seen ie Gin teen cao setnaenanasenaneane | 5, 248, 000 .6 
PER MIO, nccccnccrennsqsanprstencneqscensnceshthithettGeahd 10, 240, 000 | — 
Seas G6U0OR ic as cure ee aon Seclutcuelcowscnspeecoveennoesp 1, 032, 000 il 

Se NOE icc asteeescetiatiqmatligingendintmmnctithizihnpainnscimsbabaenae 9, 208, 000 1.1 
Se IINEL Lio o1. 5155200 sao chin elaindimretn tenemaaieepedestananaieds 117, 424, 000 | 13.5 
Research, development and test. ............-.-.-cncncncocccocccncecess | 23, 601, 000 2.7 
GN GIORGIO... cece ccc cccscces tess wcll | 12, 806, 000 | 1.5 

I nc a ical eaeigiplenithameaiinesatensieiasstaunebaaenabahiaaiate 7, 625, 000 9 
Overseas theater forces. _.........--- " lint inne dite I oan catia 35, 797, 000 4.1 
Move of Air Force flying activities from Washington, D.C., area_........ 19, 990, 000 2.3 
EE, MEIRIUIOR no nca¢cncccngunecounaoaeoumsanansiliie pape sitstektds% de | 105, 000 Ol 
Irae nnn", SURI duran ands atientec ib nibeleeneanidiaibiaineaisinaeneinaaaians | 17, 500, 000 2.0 
——— — —————__—_—_—_—=sB 

REI 'sist scnnctarealtineisinimaatnnoninnciakideaiielatnsii aman a eine: 866, 574, 000 | 100.0 


Construction for strategic forces.—The largest portion of the program, 
$484 million or over 55 percent of the total program, provides facilities 
in direct support of the strategic strike forces. This total consists of 
facilities for manned bombers and their supporting tanker aircraft, 
ballistic and air-to-surface missiles, and space satellite programs. 

Ballistic missiles —Over two-thirds of the facilities requested for 
the strategic forces, or $343 million, are for ballistic missiles. In the 
fiscal year 1959 and prior years’ programs, construction was provided 
for research, test, and training facilities at various locations for both 
the intercontinental and intermediate range ballistic missiles; develop- 
ment of the first six operational sites for the ATLAS ICBM; and 
initiation of construction for hardened operational TITAN ICBM 
sites. 

The authorization requested in the fiscal year 1960 program will 
construct facilities for additional squadrons of the ATLAS ICBM, 
These sites will be constructed in a configuration which provides an 
increased degree of dispersal and protection and capability for rapid 
launch in event of an attack. 

The ballistic missile authorization also provides construction for 
additional TITAN ICBM squadrons in a fully hardened configuration. 
In addition, certain technical support items will be provided at 
operational ICBM sites initiated under prior years’ programs. 
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Also included in the ballistic missile amount are authorizations for 
the construction of test and prototype launching facilities for the 
MINUTEMAN solid-propellant ICBM. 

Satellite programs.—$33 million are requested for facilities support- 
ing various satellite programs for attack warning, reconnaissance, 
communications, and global weather surveillance. These facilities 
consist of launching sites, tracking and information acquisition sites, 
and control and data interpretation centers. 

Air-to-surface missiles.—$10 million are included in the program to 
construct facilities for the HOUNDDOG and the QUAIL air-to- 
surface missiles carried by the Strategic Air Command bombers to 
provide them with gr eater penetration ‘capability. This amount pro- 
vides assembly, checkout, and engine test facilities at 15 B-52 bases 
inside the U nited States. 

Bomber facilities —Fiscal year 1957 construction aut! horization ini- 
tiated a program of construction to adapt existing Air Force bases 
for dispersal of the squadrons of the SAC heavy bomber force. 
Through the fiscal year 1959 program, construction has been com- 

pleted or is underway providing 22 of these B-52 dispersal bases. 
Added to the 11 bases which had been the homes for the original 
B-36 wings, these 22 additional bases would permit full dispersal by 
squadron of the then-plannred 33 squadrons or 11 wings of B-52’s. 

The currently planned B-52 force has been increased to 14 wings 
and additional dispersal bases are needed. ‘This authorization re- 
quest proposes the provision of four additional B-52 dispersal bases 
by the conversion of existing B-47 installations (Homestead, Fla.; 
McCoy, Fila.; Larson, Wash.; and Schilling, Kans.) and ineludes $18.2 
million for construction of facilities for that purpose. 

By adjustment of the forces and attrition of B-47 units concur- 
rently with the increase in the number of B-52 wings, a substantial 
degree of dispersal also is being achieved for the medium bomber 
wings. The bomber force facilities in this year’s construction pro- 
gram includes a third major increment of construction, $21.5 million, 
at Richard Bong Air Force Base, Wis., at which one of the first 
operational B-58 wings will be deployed. 

The balance of $29.5 million for bombers principally provides opera- 
tional types of facilities at 8 rsal bases previously programed to 
improve the capability and alert posture of the B-52 squadrons at 
those locations. 

SAC tanker facilities—In the fiscal year 1958 supplemental and 
fiscal year 1959 programs, authorization and funds were provided 
for construction which would permit the relocation of KC-97 tanker 
refueling squadrons from southern bases in the United States to loca- 
tions in northern areas from which they can operate without delay 
in support of strike missions by the B-47 medium bombers. Under 
those programs 10 KC-97 squadrons are being relocated on 8 existing 
Air Force bases; $6.7 million are requested in this program to provide 
additional facilities to increase operational effectiveness of the KC-97’s 
at 6 bases; $1.6 million of the tanker facilities amount provides addi- 
tional construction at 1 KC—135 tanker base. 

Strategic support.—The balance of $20.2 million for strategic support 
is distributed among a number of bases and consists of various opera- 
tional and support facilities which directly support the strategic effort 
but are not associated solely with a single strategic system or objective. 
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Air defense.—F acilities for air defense, including both active defense 
and warning and control functions, amount to $229.2 million; or 26.5 
percent of the total program. 

Defense missiles —A significant package within this defense group- 
ing is that for the BOMARC missile, amounting to $26.9 million, 
Construction of facilities for this missile was initiated in the fiscal year 
1958 construction program at four locations. Fiscal year 1959 authori- 
zations provided facilities at 10 additional locations. This fiscal year 
1960 request includes $26 million to construct 5 additional sites and 
$900,000 for support facilities at a previously programed site. 

The BOMARC missile squadrons are being placed on or near exist- 
ing Air Force or other military installations, with the main base 
providing the major portion of necessary support facilities, including 
housing. 

Interceptor facilities—The $23.2 million for interceptors provide 

rincipally operational and maintenance facilities at a number of 
Canes to improve the readiness capability and effectiveness of fighter 
interceptor aircraft. A major portion of the items consists of shelters 
for the calibration of the interceptor weapons and shops for the 
maintenance of the extensive and sensitive armament and electronies 
equipment on the newer improved types of Century-series interceptor 
aircraft. 

Ballistie missile early warning.—The Soviet advances in ballistic 
missiles have emphasized the need for a system to provide immediate 
warning of a surprise ballistic missile attack against this country, 
This is essential to the protection and response of our deterrent and 
active defensive forces. The Congress recognized this urgent need 
last year and authorized $189 million in the fiscal year 1958 supple- 
mental construction program to proceed with development of a 
ballistic missile warning system. Construction of the system now is 
well underway. ‘This fiscal year 1960 program contains $33.5 million 
of additional authorization to provide the balance of the facilities 
needed for the first operational sites. 

Aircraft control and warning.—$32.5 million are requested to provide 
for expansion and improvements in the radar warning system. Almost 
$20 million of this amount is for the provision of increased electric 
power generating capacity at primary radar stations in North America. 
This increased power is required for the operation of new types of 
more powerful and longer range radar equipment being installed in 
the system. Also included in the warning and control package are 
27 units of family housing at each of 5 radar sites inside the United 
States where community housing is not available for lease; 19 un- 
manned automatic gap filler sites in the United States; and freight 
terminals at several principal resupply stations on the DEW line to 
provide logistic support improvements determined necessary after 
experience gained in the first year’s operation of the DEW line. 

SAGE.—A substantial amount, $90.7 million, is requested for the 
SAGE (semiautomatic ground environment) system which provides 
the speed and accuracy necessary for air battle analysis and control 
and coordination of intercept actions with our defense missiles and 
interceptor aircraft. The major portion, $76.3 million, of the SAGE 
authorization amount will be utilized for the construction of a number 
of hardened facilities for the installation of solid-state (transistor) 
computers in super combat centers. Construction of these super 
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combat centers will substantially reduce the vulnerability of the 
SAGE system and will provide much greater capacities for air sur- 
yeillance and weapons control. These tremendous improvements in 
air defense capabilities are possible as the result of recent developments 
in solid-state electronic elements, or transistors, and the application 
of transistors to computers, together with better computer techniques. 
They are the direct outgrowth of our research and development 
program and the application of commercial developments to the 
resolution of military problems. 

The balance of the facilities requested for the SAGE system pri- 
marily provides communications receivers and transmitters and oper- 
ations buildings additions at existing radar sites to tie them into the 
SAGE direction and control centers. 

NORAD headquarters.—$10 million are requested to initiate con- 
struction of a hardened combat operations center in the Colorado 
Springs, Colo., area, from which the NORAD Command will direct 
and control the air defense of the United States and Canada. In this 
facility, the NORAD component force commands will perform their 
various functions which are directly related to tactical operations in 
support of the NORAD mission. The initial increment requested in 
this program generally will provide for necessary real estate acquisi- 
tion, site preparation, rock excavation, and utilities and access roads. 
Subsequent increments will complete excavation work and construct 
the basic operations center structure and supporting facilities. 

Air defense support.—The $12.5 million for air defense support, as 
in the case of the strategic support package discussed earlier, includes 
various types of facilities related to more than one weapon system. 
These projects, generally, consist of operational, aircraft maintenance, 
and personnel support facilities, and include $4.3 million for facilities 
needed to support the Air Defense Command fighter intercepter 
weapons employment center at Tyndall Air Force Base, Fla. 

Tactical forces —The program directly supporting the tactical forces 
amounts to $25.8 million, or 3 percent of the total authorization 
request; $10.2 million is devoted to facilities for tactical missiles, 
the major portion of which will provide hardened facilities for the 
MACE missile at oversea locations. Other projects for the tactical 
forces include $10.3 million for operational and aircraft maintenance 
facilities in support of tactical fighter, tanker, and transport aircraft, 
= $5.3 million for various support facilities at Tactical Air Command 

ases. 

Military air transport.—Projects for military air transport activities 
total $10.2 million and consist of operational and support facilities 
related to MATS transport aircraft operations. 

Research, development, and test—$23.6 million are requested for 
facilities to support Air Force R. & D. programs. The principal 
projects include $5.7 million at Arnold Engineering Development 
Center to provide increased capabilities for development work 
associated with supersonic aircraft and missile engine components 
under such conditions as orbital speed, and $7.3 million for a labora- 
tory at Wright-Patterson Air Force Base for research in sonic effects 
on flight vehicles. 

Training and education.—The training and education package of 
$12.8 million includes $10.8 million for operational, training, and 
support facilities at bases of the Air Training Command and $2 million 
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for personnel and support facilities at the Air University at Maxwell 
and Gunter Air Force Bases, Ala. 

Depot operations.—$7.6 million are included in the program for 
various operational, maintenance, supply and support facilities at 
Air Materiel Command depots inside the United States. 

Oversea theater forces—Facilities for forces stationed in oversea, 
theaters include $15.6 million for classified activities of the U.S 
security service; $13.8 million for Pacific area bases; and $6.4 million 
for bases in the European and Middle East area 

Move of Air Force flying activities from the VV ‘ashington, D.C. area.— 
$20 million are included in the program for construction at Andrews 
Air Force Base, Md., to provide a:second increme i. of facilities needed 
by the Air Force to implement plans for phasing Air Force and Navy 
flying activities out of Anacostia Naval Air Station, Bolling Air 
Force Base, and Washington National Airport. Air Force construe- 
tion authorized in fiscal year 1959 at Andrews provided the long 
leadtime airfield construction plus support facilities to accommodate 
the Air Force flying activity to be moved from Washington National 
Airport. The additional facilities in this fiseal year 1960 request. will 
accommodate the flying activities to be moved from Bolling Air Force 
Base. 

Unforeseen construction.—$17.5 million of authorization is requested 
in this bill for construction of unforeseen projects, without identifica- 
tion to specific construction items or locations. This authorization 
will provide the Secretary of the Air Force authority to construct 
urgently required facilities for which requirements are not now known 
or firm but which must be initiated prior to the next military con- 
struction authorization act. 

Changing international conditions and operational concepts, 
changes in Air Force missions, new weapons developments, improved 
production schedules, and new or unforeseen research and development 
requirements often create new and additional facility requirements on 
which construction must be initiated promptly and provided in 
short periods of time in order that the weapons and systems may be 
effectively utilized at the earliest possible dates or by specified 
requirement dates. 

Unused balances of this type of emergency authority available under 
Public Law 85-685 will expire as of the date of enactment of this bill. 
Similarly, any unused balance under the emergency authorization 
requested in this bill will expire on September 30, 1960. 

Categories of construction.—In the preceding sul amar of the pro- 
oT am by weapon system and program objectives, each of the program 
packages discussed includes facilities that fall under the various stand- 
ard construction categories. The following table shows the distribu- 
tion of the authorization request by major construction category: 
Category: Amount 

Cherstional Gad tenitied. FOU bose. . eee ens sk eo 947, 000 


Dinirieeiibite ite tel ei ling odd wile eu bemmewstew «da 166, 000 


Research, deve hopmneets OU het 1st mc nttaeh ee 146, 000 
I et incline bneahene HNn Aen eethn onthe teen ae 3. 924, 000 
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Motdines atulieopemitioite igo ases< os Lp ooo cc nnd dew 33, oe 000 
Utilities and ground improvements-_-._-.------------------- 46, 270, 000 
a a 6 19 O00 
Unircrencen UOnerucnen- onc ees Ae eb eu 17, 500, 000 
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Over two-thirds of the operational and training category which 
represents about 75 percent of the total program, is composed of 
missile and satellite facilities. 

Hospital and medieal.—The hospital and medical facilities category 
of $17.5 million consists of four Reriaale: five dispensaries, and an 
outpatient facility. The hospitals, which are the predominant portion 
of this category, include a new hospital at.Clinton County Air Force 
Base, Ohio, where none currently exists, and three hospitals to replace 
facilities at Sheppard Air Foree Base, Tex.;-George Air Force Base, 
Calif.; and Clark Air Force Base, Philippine tslands. The committee 
has held some of these hospitals in abeyance, as indicated earlier in 
this report, until, more realistic cost. estimates are forthcoming. 

Utilities ‘and ground improvement. —Almost.half of the U tilities’ 
category, which makes up 5,3;percent of the total program, is for fl 
provision of increased electric_power capacity at aircraft control and 
warning sites on the North,American continent. .The balance of the 
utilities items include the second increment of a program to provide a 
waterborne sewage system at Thule Air Base in Greenland and utility 
system extensions and additions at various bases required to support 
the new facilities to be constructed in this program. 

Real estate. —$700,000 are requested in the program for the acqui- 
sition of various types of identified real estate interests. These 
interests include 924 acres of fee purchase at a cost of $450,000; 526 
acres of clearance easements at a cost of $152,000; and 25 acres of 
right-of-way easements at a cost of $47,000. These interests are re- 
quired primarily for the installation of runway overruns and approach 
lights, navaids and communications facilities, and to establish clear- 
ances for flight safety in runway approach zones. In addition, certain 
real estate interests, not vet firmly identified, will be acquired under 
the authorizations requested in section 302 for the missile programs, 
and for the SAGE supercombat centers and the NORAD combat 
operations center, 

Increases in prior years’ authorizations.—The deficiencies, in prior 
years’ Air Force authorizations which have developed during the past 
year are substantially less than those for which increased authoriza- 
tions were requested in previous years. The amount of increases 
requested in this bill total only $2,343,000 as compared with last 
year’s total of $13.4 million and the previous year’s total of almost 
$115 million. 

This gratifying reduction in authorization deficiencies has resulted 
primarily from better estimates as additional experience is gained 
from awards on newer types of facilities, initiation of advance planning 
at earlicr dates, and advancement of the dates for application of the 
automatic authorization rescission provisions 

The requested increases, which are identified by authorizing public 
law and installation in sections 305 and 306 of the bill, involve four 
separate installation project authorizations contained in two prior 
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years’ authorization acts. Following is a summary of the increases 
for each public law. 





Current au- | Authoriza- | Revised au- 








Authorization thorization, | tion increase | thorization, 
amount requested amount 
Public Law 85-241 (fiscal year 1958). ...............2....-..... $607, 460, 000 $265, 000 | $607, 725, 
Public Law 85-685 (fiscal year 1959)........-.-.-...-.-.-<-+--- 952, 415, 000 2, 078, 000 954, 493, 000 
OCR 69s ons hen beso een peduntdgabsocinotessewasp Sed to ckidabme suai 2, 343, 000 





Status of authorizations —Continued progress is being made by the 
Air Force to reduce the former high balances of unfinanced authoriza- 
tions. Based upon the amounts of new authorization and appropria- 
tions being requested for fiscal year 1960, the effective unfinanced 
authorization balance at the end of fiscal year 1960 will be down to 
$239 million as compared to $491 million at the end of fiscal year 1959, 
$1,200 million at the end of fiscal year 1958, and almost $1 400 
million at the end of fiscal year 1957. 

This substantial reduction in the unfinanced authorization balance, 
which primarily is the result of the committee’s action in advancing 
the effective dates for automatic rescission of unused authorizations, 
permits a more effective management and control of the construction 
program and a reduction in accounting and reporting workloads. 

It is considered that the amount of currently inactive authorizations 
are the minimum amount required to provide the flexibility needed 
for orderly progress in the large Air Force construction program. 

The following table summarizes the status of Air Force military 
construction authorizations. 


In millions of dollars; 


Total authorization available, fiscal year 1948 through fiscal year 1959_ 13, 315 
Less: Reserve for overseas rental guarantee family housing_..._.-_-- — 100 
Less: Estimated rescissions through July 1, 1958. ...........-.--... —1, 307 

Net authorization available through fiscal year 1959.._.....-. 11, 908 
Less: Total funds available through fiseal year 1959___......._.---- —10, 474 
Less: Estimated automatic rescission by sec. 507, Public Law 85-685- — 943 

Total residual authorization at end of fiscal year 1959_._._.__- 491 
Plus: New authorization proposed for fiscal year 1960__........_---- + 867 
Plus: Increases in prior years’ authorized by fiscal year 1960 author- 

SUNU0O BUR. satis wcsiaie ii dcaadd ese dledoscies Suusesihee +2 
Residual and proposed authorization available through fiscal year 1960_ 1, 360 
Less: Proposed fiscal year 1960 military construction appropriation__ —894 
Less: Estimated automatie rescission by sec. 303(b) and 406, fiscal 

year 1960 authorization bil. 2.4 6 occe steer cecs ses ceccpenccee ce — 227 

Effective residual authorization at end of fiscal year 1960_.____ 239 


ATLANTIC MISSILE RANGE 


The Atlantic Missile Range is operated by the Air Force Missile 
Test Center (AFMTC) under the Air Research and Development 
Command. The headquarters of AFMTC is at Patrick Air Force 
Base, and its mission is to develop, maintain, and operate the range 
and to provide support for the DOD and NASA missile and space 
programs. The primary purpose of the range is to conduct the 
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research, development, and testing of long-range missiles and space 
vehicles. ‘The range is composed of the launch area at Cape Canav- 
eral, headquarters and support facilities at Patrick AFB, port facili- 
ties, and instrumentation sites on the mainland of Florida and 11 
island locations down to Ascension Island off the west coast of Africa. 
In addition, the ground sites are supported by aircraft and picket ships. 

The current active missile and space vehicle programs include 
REDSTONE, JUPITER, THOR, POLARIS, ATLAS, TITAN 
SNARK, BOMARC, PIONEER, and THOR-ABLE. Scheduled 
future programs include MINUTEMAN, SATURN, MERCURY 
PERSHING, DYNASOAR, and MIDAS. Due to its geographical 
location, this range enjoys a unique capability for the conduct of 
research and development tests on the systems listed above. Since 
the launching facilities are located on the U.S. cqast, a 5,000 mile 
overwater range is available. It is a relatively simple matter to con- 
trol shipping in the range area during firings so that the possibility 
of accidents is slight. Also, since the launchings are to the south- 
east, the effective length of the range is increased due to the rotation 
of the earth on its axis. 

The AFMTC is operated by a joint staff composed of representa- 
tives of the Army, Navy, Air Force, and NASA. In addition to 
being a part of the center staff, the Army, Navy, and NASA repre- 
sentatives act as a point of contact for their respective organizations. 
Certain of the facilities at Cape Canaveral and at the range stations 
are operated under contract with the Air Force by Pan American 
World Airways and the Radio Corp. of America. 

The instrumentation required for the Atlantic Missile Range oper- 
ation consists of extremely complex and precise types of equipment 
and includes metric cameras, tracking radar, impact predictor, long- 
range tracking telescopes, meteorological sounding stations, testing 
systems, and telemetry ground receiving equipment. Precise instru- 
mentation in large quantities is needed for research and development 

urposes in order to measure accurately the perfomance of the missiles 

eing tested. Such complexity and sophistication is not required for 
launching of developed missiles, either for a training firing or as a 
proven booster carrying a payload into orbit. The AFMTC has sited 
new facilities required for testing the PERSHING, MINUTEMAN, 
and SATURN systems, and has set aside ample room for boosters up 
to 1.5 million pounds thrust in one area and has reserved the prime 
launch area at the tip of the cape for boosters in excess of 2.5 million 
pounds thrust, when, and if, they are programed. 

A relatively low rate of expenditures for construction of facilities 
was required for testing air-breathing missiles which were developed 
in previous years, whereas the ballistic missiles presently being tested 
have required the outlay of considerably larger sums in recent years. 
The total capital assets of the Atlantic Missile Range facilities as of 
January 1, 1959, are valued at $467.2 million. 

The facilities of the range are a function of the performance of the 
vehicles under test, i.e., the less sophisticated systems require less 
complex launching and tracking equipment. As speeds, altitudes, 
and missions are extended, the instrumentation capabilities must be 
improved to keep pace and the required new launch facilities must 
be provided. 


59003’°—59 5S. Rept., 86-1, vol. 3———_16 





MILITARY CONSTRUCTION’ AUTHORIZATION 


Titte IV 
GENERAL PROVISIONS 


These follow,the pattern established in prior military construction 
acts, and a description of each is outlined below: 


Section 401 


This section is general authorizing language which has appeared 
for several years in military construction bills. -It will be noted that 
the authorities eranted may be exercised without regard to certain 
sections of the Revised Statutes and two sections of title 10, United 
States Code. The laws which will have no application to the con- 
struction authorized by this bill are as follows: 

Section 3648 of the Revised’ Statutes as found in title 31, United 
States Code, section 529, provides in part'as follows: 


No advance of public money shall be made in any case unless 
1uthorized by the appropriation concerned or other law. 
And in all cases of contracts for the performance of any serv- 
ice, or the delivery of articles of any description for the use 
of the United States, payments shall not exceed the value of 
the service rendered, or of the articles delivered previously 
to such payment. 


There are situations in connection with public works projects where 
it may be necessary to advance money prior to the actual receipt of 
the service or the property to be obtained. For example, where 
utilities such as power, gas, or water lines are required to be installed 


and it is necessary for a private utility company to extend its lines to 
the military installation, the military department ofttimes must 
pay for the costs of such extension. These payments are eventually 
recouped by deductions from the periodic payments made for the 
service to the utility company. However, in the strict sense, such 
initial payment for installation costs are advance payments for the 
service rendered. 

Section 3734 of the Revised Statutes, as found in title 40, United 
States Code, sections 259 and 267, provides as follows 


Sec. 259. No money shall be paid nor contracts made for 
payment for any si ite for a public building in excess of the 
amount specifically appropriated therefor. 

Suc. 267. No money shall be expended upon any public 
building until after sketch plans showing the tentative de- 
sign and arrangement of such building, together with outline 
description and detailed estimates of the cost thereof, shall 
have been made by the Administrator of General Services 
(except when otherwise authorized by law) and said sketch 
plans, and estimates shall have been approved by the head of 
each executive department who will have officials located in 
such building; but such approval shall not prevent subsequent 
changes in the design, arrangement, materials, or methods 
of construction or cost which may be found necessary or ad- 
vantageous: Provided, That no such changes shall be made 
involving an expense in excess of the limit of cost fixed or 
extended by Congress, and all appropriations made for the 
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construction of such building shall be expended within the 
limit of cost so fixed or extended. 


In regard to that part of Revised Statutes 3734 as found in title 40, 
United States Code, section 259, the committee feels that the key to 
the analysis of that provision are the words “specifically appropriated 
therefor.” It will be noted that the bill permits a 5-percent (United 
States) and 10-percent (oversea) variation for projects authorized 
by the bill in order to provide necessary elasticity. It is entirely 
possible that this elasticity would be lost were the construction sub- 
ject to this section of the Revised Statutes. 

With respect to the second part of Revised Statutes 3734 found in 
title 40, United States Code, section 267, regarding the making by 
the General Services of sketch plans, outline descriptions, and detailed 
estimates of the cost of any public building, it is fot believed that 
such was intended nor should apply to the varied and multitudinous 
projects authorized by the military construction authorization acts. 
Such a requirement wou!d place a great administrative burden on the 
General Services Administration which could only result:in serious 
delay. 

Section 9774(d), title 10, United States Code— 


(d) Except when built by members of the Air Force, no 
permanent barrack, quarters, building, or other permanent 
structure may be built unless a detailed estimate of its cost 
has been submitted to Congress and a specific appropria- 
tion has been made therefor. No one may build such a 
structure without specific authority of Congress if the cost 
is more than $100,000. 


It is pointed out that detailed estimates of cost are not available in 
many cases until the project has been authorized by Congress and an 
architect and engineering contract has been let and performed. 

It will be noted also that the authority granted by this section may 
be exercised before title to the land is approved under section 355 of 
the Revised Statutes. This provision of law provides in pertinent 
part as follows 

Section 355, Revised Statutes— 


No public money shall be expended upon any site or land 
purchased by the United States for the purposes of erecting 
thereon any armory, arsenal, fort, fortification, navy yard, 
customhouse, lighthouse, or other public building of any kind 
whatever, until “the written opinion of the Attorney General 
shall be had in favor of the validity of the title * * *. 


It should be clearly understood that the exception from the require- 
ment that title to land be approved by the Attorney General prior to 
the exercise of the authorities granted in this bill does not mean that 
the opinion of the Attorney General will not be obtained. It means 
merely that urgent construction can proceed prior to the rendering 
of such opinion by him. 


Section 402 


This is the normal authorization language that customarily appears 
in each annual Military Construction Act, and corresponds to the 
equivalent section (No. 502) in last year’s bill (Public Law 85-685), 
except that the dollar amounts are of course different. 
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Section 403 


This provision is identical to language in prior acts with the excep- 
tion that “Alaska” has been written in because it is now a State, In 
Alaska it is desired that projects may exceed 10 percent as has been 
the case previously. 

The committee denied a request to further amend this section to 
include the word “Hawaii.” 

Section 404 

Section 404 provides that whenever the President determines that 
compliance with section 2313(b) of title 10, United States Code, would 
' Interfere with the authorizations granted ‘for construction in foreign 
countries, and the Secretary of Defense and the Comptroller General 
have agreed upon alternative methods for auditing contracts for this 
construction, the President may exempt those contracts from the 
ne uirements of that section. The provision of law referred to is as 
follows: 


Section 2313(b), Trtte 10, Unrrep States Cops 


(b) Each contract negotiated under this chapter shall pro- 
vide that the Comptroller General and bis representatives 
are entitled, until the expiration of 3 years after final pay- 
ment, to examine any books, documents, papers, or records 
of the contractor, or any of his subcontractors, that directly 
pertain to, and involve transactions relating to, the contract 
or subcontract. 


Section 405 

This section relates to the awarding of contracts on a competitive 
basis, and to the requirement that the military department shall 
report to the Congress with respect to contracts awarded on other 
than a competitive basis. The law referred to is the Armed Services 
Procurement Act. 

This section was amended by the committee to provide, in effect, 
that except under unusual conditions, contracts for construction made 
by the United States for performance within the United States under 
this act shall be executed under the jurisdiction and supervision of 


the Army Corps of Engineers or the Navy Bureau of Yards and 
Docks. 


Section 406 


This section corresponds to the equivalent section in last year’s act 
(No. 507), and continues in effect . established policy of repealing 
long-standing military construction authorizations that have not been 
used by the military departments. As a result, after July 1, 1960, 
only those authorizations, with certain specified exce ptions, w hic h are 
contained in public laws enacted subsequent to August 31, 195 57, would 
continue to be available. Under this section, unused authorization 
that has been in effect 3 years will be automatically rescinded. ‘The 
reasons for exempting various projects from recision are as follows: 

(1 and 2) These provisions exempt from rescission those projects 
which have been authorized in the general provisions of previous 
military construction authorization acts, and those projects which 
have been started prior to July 1, 1960, by obligation of funds for 
construction or for acquisition of land. 
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(3) This $100 million authorization must be retained for guarantee- 
ing rentals on rental guarantee housing. ‘This subsection is the same 
as previously included in Public Law 968, 84th Congress, Public Law 
85-241, and Public Law 85-685. 

(4) This exempts unused authorization in the amount of $10 million 
for the development of the line of communications, France, the bulk 
of which is contemplated to be obligated during fiscal year 1960. 
Under section 507(5) of Public Law 85-685, the amount exempted for 
line of communications, France was $30 million. 

(5) This exempts unused authorization in the amount of $6,439,000 
for the development of communications facilities originally scheduled 
for South America, but now planned for installation in Puerto Rico. 

(6) This exempts the authorization for projects covering con- 
struction of facilities at various locations. Due to reyisions in plans, 
or site difficulties, the construction of these facilities has been delayed. 
Details covering each project are as follows: 

(a) This covers 114 units of family housing ($2,234,000) at Army 
Security Agency Site 23. 

(6) This covers a dependent school ($201,000) and a commissary 
($168,000) at Army Security Agency Site 23. 

(c) This covers that portion of the authorization for development 
of line of communication, France ($5,617,000), that has been repro- 
gramed from Germany to France, and depot facilities ($1,308,000) at 
Sandhofen, Weisbaden, and Nahbollenbach, Germany. 

(d) This covers the construction of the Panama sewage-disposal 
system ($1,060,000) for Army, Navy, and Air Force installations at 
five locations in the Canal Zone. 

(e) This covers the final increment ($6,300,000) for construction at 
the Alternate Joint Communication Center. 

(f) This covers land acquisition and obstruction removal for flight 
clearance ($754,000) at Naval Air Station, Cecil Field, Fla. 

(qg) This covers impact range facilities ($700,000) in the Ocala Na- 
tions! Forest for Naval Air Station, Jacksonville, Fla., as hereinafter 
itemized: 


SOOO SA OSS? ANN TGS, UR ee $540, 000 
S steel towers, 100 feet high. with bases. . o-oo et 30, 000 
Officer and crew quarters, 1,200 equare Teete: Leos it bulewise. 14, 000 
> mies roads and bréageee. oc eos cwcadls j eww i web dediddd secs buded 80, 000 
Communication facilities a I ee 20, 000 


rG miles fencing’ and ‘WArRiINe SIMMS. osocn nh cocen ec bwmechewaesuene 16, 000 


ON i a i a a a , 000 
(hk) This exempts from repeal the authorization for family housing 
at eight locations which was enacted by Public Law 85-685, but which 
would otherwise be rescinded on July 1, 1959, by repeal of all of the 
acts cited in section 504 of Public Law 85-685. 
(i) This covers authorization in the amount of $5 million for a hos- 
pital at Camp Jackson, S.C. The committee extended this authoriza- 


tion with the understanding that the unit cost per bed shall not exceed 
$16,000. 


Section 407 

This section will extend through fiscal year 1962, and increase from 
5,000 units to 7,500 units, the leasing authority for housing at tactical 
installations now contained in section 515 of Public Law 161, 84th 
Congress, as amended by section 509 of Public Law 85-685. This 
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will permit NIKE and other tactical site housing requirements to be 
met by utilizing existing private housing to the greatest possible ex- 
tent,. thereby reducing the necessity for construction of military 
quarters. 
Section 408 

Section 408 corresponds to section 512 of Public Law 85-685, and 
would amend section 406 of Public Law 85-241 so as to exempt one 
additional category of family housing—i. e., rental-guarantee housing, 
from the present requirement for inclusion in the annual Military 
Construction Act. The reason advanced by the Department of 
Defense for this additional exemption is that rental-guarantee 
housing is, in reality, not military construction. Rental-guarantee 
projects are constructed with foreign capital and are maintained and 
operated by foreign owners. Defense interest in them is simply the 
guarantee of a certain level of rental income for a limited period of 
time, in order to encourage the foreign investors to construct the 
housing and to reserve the houses for U.S. personnel. The rental- 
guarantee program is now planned for use only in areas where it is 
infeasible to build family housing projects with foreign currencies 
generated by the sale of surplus agricultural commodities. Defense 
Departme nt contends that because of the many complexities involved 
in both programs, it is not possible to anticipate where the latter 
might fail and the former succeed; but a degree of administrative 
flexibility is necessary in the development of programs in foreign 
countries. It should be noted that rental-guarantee projects custom- 
arily are cleared with the House and Senate Armed Services Com- 
mittees in advance. However, this is not a statutory requirement. 

In order to maintain congressional control over what is contracted 
for, the committee amended this section to place a 5,000-unit limitation 
over the next 5 years 


Section 409 

This section was added by the committee to enable the Depart- 
ment of Defense to acquire needed land in the Ryukyu Isiands by 
lease for indefinite periods of time and to pay in advance substantial 
sums against the lease. Previously the Department of Defense has 
acquired such land by what is known as a ‘determinable estate.’ 
However this method has been discontinued since such methods of 
acquisition infringed upon Japan’s residual sovereignty. 


Section 410 


This section amends the limitations on net floor areas of military 
family housing, contained in title 10, United States Code, to provide 
that not more than 10 percent of the units built for company grade 
officers may be four-bedroom units and may exceed present floor area 
limitations (1,250 square feet) by 150 square feet. This is necessary 
because families which are large enough to require four bedrooms 
also require additional space in the living, dining, and cooking areas. 


>) 
Section 411 
This section provides that housing authorized to be built in foreign 
countries with appropriated funds under Public Law 85-685, or this 
act, may be built under the surplus commodity program with foreign 
currencies generated by the sale of surplus commodities. 
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Section 412 

This provision was added by the committee to limit the number of 
units of Capehart housing that may be contracted for during fiscal 
year 1960. 
Section 413 


This section would initiate a requirement for an annual authorization 
for the design, development, and procurement of aircraft and missiles. 
Section 414 

This section was added by the committee since recently attention 
has been drawn to the fact that the rectification of the Houston ship 
channel will require certain areas which lie within the San Jacinto 
Ordnance Depot. In order that the improvement in operation of the 
Houston ship channel will not be interfered with, it js- felt that this 
amendment to Public Law 85-685 is necessary. 

Section 415 

The purpose of this section is to eliminate the practice of purchasing 
title search and insurance for Capehart housing projects built on 
property owned by the Government. The provision will require this 
service to be performed by the Department of Justice as it is on all 
other Government property; authorize the Secretary of Defense to 
guarantee the mortgages in all respects and prebipas the use of mort- 
gage funds for the payment of fees ior title search and insurance. 
Section 416 

Section 411 corresponds to section 514 of Public Law 85-685, and 
prescribes the customary cost limitations on certain common and 
repetitive categories of construction. 

Section 417 

Section 412 amends Public Law 85-365 so as to increase from 
$500,000 to $900,000 the authorization for activities which the Armed 
Forces are providing wn support of the Olympic winter games. 
Section 418 

This section corresponds to section 515 of Public Law 85-685, and 
is required to differentiate between the Military Construction Act 
and the Reserve Forces Facilities Act, which is included under title 
V of this bill. 

TitLteE V 


RESERVE FORCES FACILITIES 





meen 9 Tebteree. ba ge el ae et ioe. wean enue $20, 916, 099 
Army National Guard. i... 22) cn le ete 8, 316, 090 
Naval and Marine Corps Reserves_.............-...-.--------- 8, 300, O00 
ee CNT OU is in bce, cos a bad oh np ae cn anes ee 4, 093, 609 
Bar National Guard. ..<. once ebecccenbecencupedumaasee. Vee 15, 580, 000 
"LOtal MEW BULHONINBEION.. . ou ~~ oto k ke Ube a 57, 205, 000 
Deficiency authorizations (prior ye: urs): 
Army I 90, 000 
aor ees Ce ee eee 470, 000 


"rebal anthobicntion.. oa. casisntl. iidelin ans cisdbben tick 57, 765, 000 


Title V of the proposed legislation would provide specific line-item 
project authorization for fiscal year 1960 for each of the Reserve com- 
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ponents: Army Reserve, Army National Guard, Naval and Marine 
Corps Reserves, Air Force Reserve, and Air National Guard. I[n 
addition, the proposed legislation provides for the correction of de 
ficiencies i in cost estimates for several items authorized by the Reserve 
Forces Facilities Act of 1958 (title VI of Public Law 85-685) and for 
the rescission of certain authorizations granted in that same act for 
locations which since have been deleted from the programs of the 
respective Reserve components. The authorizations contained in the 
proposed legislation, and, in fact, the administration of the whole 
broad facilities program for all of the Reserve components, are sub- 
ject to the provisions of chapter 133 of title 10, United States Code, as 
amended, which constitute the codified version on the permanent pro- 
visions of the original National Defense Facilities Act of 1950 (Publie 
Law 783, 81st Congress) which initiated this comprehensive federally 
mepporied facilities program for all of the Reserve components and 

laced responsibility for its direction and control in the Secretary of 
Defense. The committee believes that the program is being capably 
administered and that the requested authorizations contained in the 
proposed legislation represent well justifed and carefully screened 
requirements for the respective components. 

The total amount of new project authorization as originally recom- 
mended by the Department of Defense including adjustments requested 
at the time of the Senate hearing for Reserve Forces construction is 
$57 ,037 ,000; correction of deficiencies in the estimated costs of several 
of the projects authorized in the Reserve Forces Facilities Act of 1958 
results in a total increase of $560,000, which is more than offset by 
the rescission of items totaling $2,022,000, for a net decrease of 
$1,462,000 in last year’s new project authorization. 

The following summary shows in a concise manner the status of 
authorizations which will exist upon enactment of the proposed 
legislation (all figures are in millions of dollars): 


Army Naval | Air Force | 
| Sai die ind be 
| Marine Total 
| National} Corps | Air 


Reserve | Guard | Reserves| Reserve | National | 
| | Gu: ird 
| 











Carryover authorization into fiscal year | 

1959. .... Sel 28.0 | 16.5 11.5 4.0 | 0 60.0 
Authorization in Public Law 85-685. : 5.0 | 23.3 | 11.9 5.1 | 12.0 | 47.3 
Less appropriations through fiscal year | | 

1959... i ; : —21.8 20.4 8.5 —9.6 —89.3 


Residua! authorizat x n to be available at 























end fiscal year 1959_. ae 4.0 mare 3.0 | h 2.4 28.0 
New authorization pri po sed by fiscal year | | | 

1960 bill. Sut 20.7 8.3 | 8.3 | 41 15. 6 | 57.0 
Increases in pri r year authorized pro- | 

posed by fiscal year 1960 bill E A 0 0 0 5 6 
Rescission of prior year auth rized | pro- | 

posed by fiscal year 1960 bill. ‘ 0 —.7 —1.3 a 0 —2.0 
Less proposed fiscal year 1960 appropria- | 

eat idmcaoa indie nena | —20.0}; 11.0] —9.0 | —4.0| —17.0 —61.0 
Residual authorization to be available at | 

end of fiscal year 1960.._..-.....-- a 4.8 14.6 | 1.0 | 7 | 1.5 | 22.6 





This tabulation indicates that the amount of residual authorization 
is being held will within reasonable limits, except in the case of the 
Army National Guard, the reason for which is indicated later in this 
report. 
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Army Reserve Forces.—The committee has been advised that the 
Army National Guard and the Army Reserve are currently under- 
going a major reorganization to aline their troop structures with the 
pentomic concept of the Active Army. Extensive studies are being 
conducted by the Department of Defense, concurrently as the reorgan- 
ization plans progress, to reassess the overall facilities requirements 
of these two Reserve components. 

The Army Reserve new project authorization proposed for fiscal 
year 1960 totals $20,916,000, and includes 63 new Army Reserve 
centers and approximately 75 projects which are additions or expan- 
sions to present centers. 

The proposed new project authorization for fiscal year 1960 for the 
Army National Guard totals $8,316,000, and provides for 47 new 
armories, 13 projects for conversion of existing armorjes, and 5 non- 
armory projects which consist of maintenance and sifpply administra- 
tive facilities. 

A large part of the new authorization requested for both the Army 
National Guard and the Army Reserve are projects that were ap- 
proved by consultation-type authorization prior to converting the 
bulk authorization of the National Defense Facilities Act of 1950 to a 
line-item type of program. The Reserve Facilities Act of 1958 which 
accomplished this conversion to line item authorization provided that 
those consultation projects listed in the data submitted to the Armed 
Services Committees of the House and Senate in June 1958 would 
remain authorized through fiscal year 1960 to the extent of funds 
theretofore appropriated. At the time the data was furnished the 
committees it was pointed out that for reasons of needed flexibility 
in the Army programs the projects listed totaled more than the ap- 
propriations available, and that projects from this so-called carry- 
over authorization could only be constructed within the available 
appropriations, as subsequently provided in section 604 of Public Law 
85-685. The carryover of consultation-type authorization and, 
specifically, the limitation as to its use is pointed out to clarify cases of 
new authorizations in the present bill which might appear to be a 
duplication of authorization if this facet of the Reserve Facilities Act 
of 1958 is not recalled. The unfundable residual items from the carry- 
over list generally were of a higher priority than the line item authori- 
zations written into Public Law 85-685. Therefore they are being 
proposed for authorization as line items in this year’s bill. The 
reauthorization of this type of unfunded carryover authorization 
accounts for the substantial amount of residual authorization shown 
for the Army National Guard in the above tabulation. 

Naval and Marine Corps Reserves.—Nearly half of the $8.3 million 
of new project authorization proposed for these Reserve components 
is for essential additional facilities at established Naval Air Reserve 
installations. The remainder is divided almost evenly between the 
Naval Surface Reserve and the Marine Corps Reserve. 

Air Force Reserve components.—The relatively small amount of new 
project authorization proposed for the Air Force Reserve $4,093,000, 
reflects the substantial fulfillment of the most urgent requirements 
for this component, and consists of a variety of operational and sup- 
port facilities at eight locations, four of which are municipal airports 
and the remainder jointly utilized military airfields. 
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For the Air National Guard, the proposed new project authoriza- 
tion totals $15,580,000 comprising high-priority requirements for the 
operation and support of the Air National Guard aircraft at various 
locations, 1 of which is in Puerto Rico and another in the Hawaiian 
Islands; and 3 aircraft control and warning facilities, 2 of which also 
are in the Hawaiian Islands. 


RESUME OF THE PROGRAM TO DATE 


Army Reserve and Army National Guard.—Since 1951, the Army 
has had appropriated to it $251 million, of which $144.5 million 
represents contributions made, or to be made, to the States for the 
National Guard armory and nonarmory programs and $106.4 million 
represents facilities for the Army Reserve. 

In the National Guard armory program 916 of the 1,890 armories 
constructed by the States without Federal assistance represent 
adequate facilities for continued use, against a total requirement of 
2,250 armories as estimated by the Department of the Army; the 
States and the National Guard Bureau, however, estimate total 
requirements as 2,780 armories. These estimates remain to be 
reconciled upon completion of the new troop unit program under the 
pentomic division organizational structure, and the revised plan of 
distribution of these units throughout the States. <A total of 1,211 
armories have been constructed, are under construction, or are 
funded within $130 million of the total appropriations heretofore 
made available for the National Guard. Thus the remaining require- 
ment for Nationa! Guard armories will range between 123 and 653 
upon completion of the revised troop unit program by the Department 
of the Army. Approximately $22 million of the total appropriations 
heretofore made available for the National Guard represent non- 
armory facilities (maintenance shops, supply and administrative 
facilities) which have been constructed, are under construction, or 
are programed for early initiation. 

In the Army Reserve center program 458 of the 1,617 facilities 
acquired by lease or donation, and now in use, represent facilities 
adequate for continued use, against an estimated total requirement 
of 1,800 centers. A total of 445 centers have been constructed, are 
under construction, or are funded within the $106.4 million appro- 
priations heretofore made available for Army Reserve construction, 
Thus the remaining requirement for Army Reserve centers is esti- 
mated at 897 centers, representing a future authorization and funding 
requirement of $234 million. The requirement, also, may be subject 
to revision upon completion of the new troop unit program under the 
pentomic division organizational structure, and the revised plan of 
distribution of these Army Reserve units throughout the States. 

Navy (aviation, surface, Marine Corps).—Most of the 500-plus 
facilities now used for the training of Naval and Marine Corps 
reservists were acquired from surplus World War II activities and 
are of temporary construction. Others are held on lease from non- 
Federal sources. In either case, ultimate replacement or modification 
will be required. 

The Naval Reserve Forces program is composed of three segments: 

(a) The Naval Reserve, aviation program (which supports Marine 
Corps Reserve aviation) in fiscal year 1960 will occupy 18 installations. 
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The modern aircraft which are operated by Naval and Marine Re- 
serve squadrons require modernization or replacement of out-dated 
support facilities. Thus, a continuing requirement will exist for these 
activities to be developed and maintained so as to permit realization 
of the full potential of the reserve units supported. 

(6) The Naval Reserve, surface program consists of 319 training 
centers and facilities, and 160 electronics facilities and stations. 
Modernization or replacement of a great majority of these will ulti- 
mately be required, since they consist paar, of temporary wooden, 
quonset, or Butler-hut construction. In addition, berthing facilities 
and dockside services for Selected Reserve ships are needed in some 
locations. 

(c) The Marine Corps Reserve, ground program consists of 228 
training centers, 159 of which are combined with the Naval Reserve 
training centers mentioned above. Replacement or modernization of 
most of these will ultimately be required to provide for training of the 
drilling units in the use and maintenance of their assigned equipment. 

Air Force Reserve and Air National Guard.—The Air Force Reserve 
currently is composed of 15 medium troop carrier wings, with 45 tacti- 
cal squadrons, and 5 air rescue squadrons. The Air National Guard 
is composed of 24 wings with 82 combat squadrons of fighter and tacti- 
cal types. These 39 wings represent the mobilization requirement. of 
the Air Reserve Forces. 

In addition to the preceeding tactical units of the Air Reserve 
Forces, the mobilization requirements include 158 support type units. 
These units are composed of specialists in the fields of weather, com- 
munications, air resupply, air evacuation, terminal operations, and 
hospita il operation. 

The Air Force Reserve has funded $77.2 million under the authoriza- 
tion provided through fiscal year 1959. The expenditure of these 
funds has permitted the Air Force Reserve to render ell their flying 
bases oper: Sioa, in varying degrees, and has contributed immeasur- 
ably to the high degree of combat capability which the Reserve troop 
carrier units now enjoy. Approximately $26 million after fiscal year 
1960 will be required to completely round out the 36 Reserve troop 
carrier flying bases. 

The Air National Guard will have obligated some $224.3 million 
through fiscal year 1960. A requirement of $52.2 million will yet be 
required to complete required facilities on the 94 flying bases, and 41 
nonflying locations. No new bases are required, although replace- 
ment will be needed for some of the World War II temporary con- 
struction. In addition, some expansion of facilities will be required 
to accommodate the higher performance aircraft being received by 
the tactical units. 

COMMITTEE CONCLUSIONS 


The committee considers that the Department of Defense should 
place additional emphasis on the construction of National Guard 
armories. 

The Reserve Forces Facilities Act of 1950 authorized Federal 
grants of as much as 75 percent toward the construction of these 
armories. Such grants were in recognition that to meet mobilization 
requirements, the National Guard should be maintained at a strength 
in excess of purely State needs. 
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The Department of Defense not only has requested much less 
construction authorization for armories than the States were prepared 
to make their contributions toward, but, in addition, expenditure 
limitations have been imposed on appropriations available for this 
purpose. 

The committee was informed that Federal contributions to this 
program were suspended from July 1, 1957, until February 1958. At 
that time, the limit of Federal support was set at $14 million, an 
amount half that authorized in the 2 preceding fiscal years, The 
committee also was informed that State legislatures have appropriated 
more than $30 million for contributions to this program when the 
necessary Federal funds are made available. 

The committee urges the Department to give a higher priority to 
the construction of the facilities required by the existing troop strength 
of the National Guard. 

Tirte V1 


The Army obtained approximately 4.5 acres of land by transfer 
from the U.S. Coast Guard, Santa Cruz, Calif., in January 1959. This 
site, known as Lighthouse Point site, was selected as a site for an 
approved Army Reserve center. Plans and designs were underway to 
construct the one-unit (modified), 100-man Army Reserve center at 
this location at an estimated cost of $164,000. The Army planned to 
advertise the project in April or May of 1959 as part of the fiscal year 
1959 execution program. However, the city officials of Santa Cruz 
requested the Army not to build on the site as the city had other 
plans for the use of not only that site but the surrounding ar 

Alternate sites were offered by the city for the location of the Army 
Reserve center. Army representatives inspected alternate sites in 
Santa Cruz in late January 1959 and determined that an alternate site, 
known as the airport site, containing approximately 4 acres, appeared 
to be adequate for the location of the center. The city of Santa Cruz 
offered to exchange the city-owned airport site for the Government- 
owned Lighthouse Point site and offered to pay the difference in fair 
market value. The city also offered to extend water and sewerage 
facilities to the airport site at no expense to the Government and make 
available to the Army any fill materials necessary for the preparation 
of the airport site. 

Since there was no statutory authority to exchange the lands be- 
tween the Army and the city of Santa Cruz, the requisite authority 
has been inserted as title VI in the bill. 

The committee wishes to point out that the interests of the United 
States are well protected in this exchange of lands in that the city of 
Santa Cruz must pay to the United States the sum of money which 
represents, in the opinion of the Secretary of the Army, the aggregate 
of (1) the amount by which the fair market value of the property to be 
conveyed by the United States exceeds the fair market value of the 
land to be received by the United States; (2) the amount heretofore 
expended by the Army in connection with the proposed construction 
of the Reserve center at Lighthouse Point; and (3) the amount by 
which the costs for providing adequate foundations, sewe r, and water 
facilities, and site preparation for the Reserve center at the new site 
exceeds the estimated cost for these facilities. 
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FISCAL DATA 










Enactment into law of this proposed legislation will involve the 
expenditure of $1,232,611,000. Of this amount, $57,765,000 repre- 
sents Reserve components construction. 


DEPARTMENTAL DATA 






This measure is part of the legislative program of the Department of 
Defense for fiscal year 1960 and has been approved by the Bureau of 
the Budget in its original form as is evidenced by letter dated February 
10, 19: 59. from Secretary of Defense Neil McElroy which is set out 
below and made a part of this report. 





























Tue Secretary oF DEFENSE, 
Washington, February 10, 1959. 
Hon. Ricuarp Nrxon, 
President of the Senate. 

Dear Mr. Nixon: There is forwarded herewith a draft of legis- 
lation to authorize certain construction at military installations, and 
for other purposes. 

This proposed legislation is a part of the Department of Defense 
legislative program for 1959, and the Bureau of the Budget advises 
that there is no objection to its presentation to the Congress. The 
De par tment of Defense recommends that it be enacted. 

This proposed legislation wor ild authorize additional military con- 
struction that is urgently needed by the Department of Defense at 
this time, and would provide additional authority to cover deficiencies 
in prior construction authorizations. The appropriation of money 
required for construction is provided for in the budget of the U.S. 
Government for the fiscal year 1960. 

This legislation consists of title 1, II, and II] covering authorization 
required for the Active Forces of the Departments of the Army, Navy, 
and Air Force; title [V covering general provisions relating to the 
foregoing titles; and title V covering authorization r equired for the 
respective Reserve components. 

For the Active Forces, this proposal would authorize new construc- 
tion totaling $1,299,297,000 of which $231,252,000 is for the De part- 
ment of the Army; $195,284,000 is for the Department of the Navy, 
and $872,761,000 is for the Department of the Air Force. This pro- 
posal would also provide additional monetary authority to correct 
deficiencies in authorization for projects authorized under previous 
laws totaling $4,379,000 of which $1,186,000 is for the Army; $850,000 
is for the Navy; and $2,343,000 is for the Air Force. Therefore, the 
total in this proposed legislation of new authorization plus additional 
monetary authority for projects previously authorized amounts to 
$1,303,676,000 for the Active Forces. 

This proposal would also repeal as of July 1, 1960, all authorizations, 
with certain exceptions, for military construction for the a Forces 
that are contained in laws enacted prior to August 31, 1957. This 
repeal will continue in effect the policy established in the fiscal year 
1956 Military Construction Authorization Act (Public Law 161, 84th 
Cong.) of repealing longstanding authority that has not been exercised 
by the military departments. It is believed that the continuation 
of this policy will result in a construction program which will reflect 
more accurately the current needs of the Department of Defense. 
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For the Reserve components, the proposal would authorize con- 
struction totaling $56,993,000 of which $20,748,000 is for the Army 
Reserve; $8,316,000 is for the Army National Guard; $8,300,000 is 
for the Naval and Marine Corps Reserve; $4,093,000 is for the Air 
Force Reserve; and $15,536,000 is for the Air National Guard. It 
would also provide additional monetary authority to correct defi- 
ciencies in authorization for certain projects contained in Public Law 
85-685 totaling $560,000 of which $470,000 is for the Air National 
Guard and $90,000 is for the Army Reserve. Therefore, the total of 
new authorization plus additional monetary authority for projects 
previously authorized amounts to $57,553,000 for the Reserve com- 
ponents. This proposed legislation also provides for the rescission of 
authorization contained in Public Law 85-685 for certain installations 
which are no longer required. 

Accordingly, the total authorization requested in this legislation for 
both the Active Forces and the Reserve components amounts to 
$1,361,229,000. 

Sincerely yours, 
Netw McE:roy, 


SUMMARY OF THE CoNstTRUCTION AUTHORITY GRANTED BY Con- 
GRESS IN THE Fiscan Year 1960 Muuirary CoNsTRUCTION 
AUTHORIZATION BILL 


INSIDE UNITED STATES 
hh ath ith Behe sccaes blaciecd Khan Rivlehaleitin th tat nbted tawhahes be wpsoian $9, 859, 000 


Army: 
peeemee Ampere Oe ii eo Ets 4, 543, 000 
Weert ios. ei Leste luo Se La 2, 636, 000 
Air Force: 


Gunter Air Force Base, Montgomery_...........-.---- 1, 915, 000 

Maxwell Air Force Base, Montgomery-__.........---- 391, 000 
Army Reserve: Army Reserve Center, Gadsden__......---- 144, 000 
Army National Guard: 

National Guard Armory, Birmingham__.....-......--- 160, 000 

National Guard Armory, New Brockton__...-.-...---- 70, 000 

SN: <0 niatibn mn <eadasceientin diene dundee meee ee ae ae 23, 997, 000 

Army: 

aN a hr th & Bh nia eevne 2, 395, 000 

Sure com SB POA Lg Se a et ee a 321, 000 
Navy: 

Naval Radio Station, Buskin Lake___.._........-...-. 84, 000 

Naval Security Group Activity Camp Chiniak_....~.-- 40, 000 
Air Force: 

SURGE DRAG OE ee es ei costae 1, 181, 000 

Bietcorl Air Pores Sates 30s os ea cds Zw 1, 150, 000 

CSMOMNS LTEIINNE as Oto LLG, 2U eh. 60. Ui Esk cain bed o 100, 000 

Ree ORRDD MMONCS, ole phowlate case dh Lach 1, 690, 000 

RT ie OD WES. ade ook Ci oe tades uaboaedies 250, 000 

Weems Woettens 3 8S tos, Sa eenine Dawe be Sie oo 16, 510, 000 
Army National Guard: National Guard Armory, Anchorage 276, 000 

ROR daa >. cee. ddeks Ao wut ees doa be ee ob bb Gas chacwe 8, 345, 000 

UI a nt I oe i SL oi al ale ts apie 3, 230, 000 
Navy: Marine Corps Auxiliary Air Station, Yuma__..-.---- 3, 851, 000 
Air Force: 

Davis Monthan Air Force Base, Tucson_._.....-.------ 895, 000 


Williams Air Force Base, Chandler - - 


15, OOO 
Air National Guard: Tucson MAP, Tucson 


23, 000 


apps with wimre mere te cap : 


rn 
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SuMMARY OF THE CoNstTRUCTION AUTHORITY GRANTED BY Con- 


GRESS IN THE Fiscan YEAR 1960 MuiTary CoNnstrRucTION 
AUTHORIZATION Bitt—Continued 


BRONEOS 2 a cc cwwssewersewess 


Air Force: 


Blytheville Air Force Base, Blytheville 


Army Reserve: 
Army Reserve Center, 
Army Reserve Center, 
Army Reserve Center, 
Army National Guard: 


National Guard Armory, Beebe 
National Guard Armory, DeWitt 
National Guard Armory, Hazen 


RP Davade... oe Ls oe 
Fort Smith 
Harrison 


Air National Guard: Little Rock Air Force Base, Little ek: 


Gem Otte) . oa ceeded Fou 


Army: Presidio of San Francisco 


Navy: 


Marine Corps Supply Center, Barstow 
Marine Corps Air Station, El Toro 
Lemoore 


Naval Air Station, 
Naval Shipyard, Long 
Naval Air Station, 
Pacific Missile Range, 
Naval Supply Depot, 8 
Naval Training Center, 


Marine Corps Air F: acility, 


Naval Station, 


Air Force: 
Beale Air Force Base, 
Castle Air Force Base, 


Edwards Air Force Base, 
Hamilton Air Force Base, 


March Air Force Base, 


Mather Air Force Base, 
McClellan Air Force Base, Sacramento 
Oxnard Air Force Base, 


Vandenberg Air Force 
Army Reserve: 

Army Reserve Center, 

Army 


Miramar 
go Mugu 


Treasure Is ‘land_- 
Marine Corps Base, Twentynine Palms 


Marysville 


teserve Center, § 


OR sini otig wties 1G 4elbed 


mi ne. ti ee ts 
ee BOO 5 ttt 
Santa Ane..~ == =.+242.2<<s 


Merced. -----.-.-------------- 


Riverside bikers 5 Obed it Ter 
Sacramento 


Oxnard 


Base, Lompoc 


75, 046, 000 


Army 
Army 
Army 
Army 


Naval Rese 


Naval 
Naval 


Marine 


Reserve Center, 
Reserve Center, 
Reserve Center, 
Reserve Center, 


rve: 
Air Station, 
Reserve 


Air National Guard: 


Colorado 


San Diego 


Los 
Training Center, San Diego -- 
Corps Reserve 
Ontario Map, Ontario 


San Jose 


Sante Barbara. oo. ese se 


Vallejo 


Res eae ne ot ss Son cs <= <2 
Training Center, San Rafael___-- 


Army: 
Air Force: 


Fitzsimons Army Hospital _ - 
Air Force Base, 


Lowry 


Colorado Springs area_- 


Army National Guard: 
al Guard: 


Air Nation 


RE =. cc ceo sen sss 
N¢ ations al Guard Armory, Greele 
3uckley Naval Air Station, Denver- 


$4, 338, 000 


1, 099, 000 
325, 000 


152, 000 
152, 000 
152, 000 


45, 000 
45, 000 
45, 000 
2, 323, 000 





218, 000 


432, 000 
48, 000 

24, 554, 000 
500, 000 
305, 000 
30, 000, 000 
100, 000 
144, 000 

2, 216, 000 
701, 000 
457, 000 


187, 000 
425, 000 
787, 000 
1, 285, 000 
6, 052, 000 
1, 980, 000 
1, 548, 000 
255, 000 
147, 000 


168, 000 
61, 000 
526, 000 
] 
000 
000 


136, 
302, 


563, 000 
226, 000 
490, 000 
_233, 000 


“< 316, 000 
188, 000 
405, 000 
10, 000, 000 
132, 000 
591, 000 
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SUMMARY OF THE CoNsTRUCTION AUTHORITY GRANTED By Con- 
GRESS IN THE Fiscan Yrar 1960 Mritary Construction 
AUTHORIZATION Brtt—Continued 


‘SLE PELL EE LE LULA CLE OAC OR $3, 731, 000 
Navy: 

Naval Submarine Base, New London._.-.....-.----.- 3, 146, 000 

Naval Medical Research Laboratory, New London-.... 75, 000 

Army Reserve: Army Reserve Center, Bridgeport-Fairchild_. 64, 000 

Naval Reserve: Naval Reserve Training Center, New Haven. 323, 000 

Air National Guard: Bradley Field, Hartford. ...........-- 123, 000 

Delaware: Air Force: Dover Air Foree Base, Dover__.......-..- 750, 000 

District of Columbia: Navy: Naval Research Laboratory_...-~-~- 1, 591, 000 

SRE. op oeec nn etase ares bares rs dteall«anostA-lsans- ka 27, 155, 000 


Navy: 


Navy Communication Training Center, Corry Field_-_-_- 1, 000, 000 
Naval Air Station, Pensacola SI a a 400, 000 
Naval Auxiliary Air Station, Whiting Field-......._. 2, 811, 000 
Air Force 
Eglin Air Force Base, Valparaiso bia ould kien) « 835, 000 
Homestead Air Foree Base, Homestead___._-____-.-.-.- 6, 364, 000 
MacDill Air Force Base, Tampa__.......--.------+-.-- 866, 000 
Patrick Air Foree Base. Cocoa... . cawedl occ) Laaceude 1, 822. 000 
MeCovy Air Force Base, Orlando___........---.--.---- 8, 402, 000 
Tyndall Air Force Base, Panama City___-....--- ; 1, 266, 000 
Naval Reserve: Marine Corps Reserve Training Cenier, 
OUI ne oo ose rercesrrrccdiel sat ollie) uae 391, 000 
Georgia ss ie is tn beds uae tha sels nt deta ieee et eee aie TE AK ae f 5, 523, 000 
Army 
i Ed dale Se STRAT oa Saye edicken eye pti tent ee aap poked 1, 090, 000 
rr, nn tt BE ee peed AS 238, 000 
Air Force: 
Hunter Air Force Base, Savannah. .........--..-24--. 410, 000 
tobins Air Force Base, Macon._...-....~.-.2. se . 900, 000 
Turner Air Force Base, Albany...:.-..-.----...-.. ein 1, 098, 000 


Army Reserve: Army Reserve Center, Savannah_-....--.--- 259, 000 
Armv National Guard 

National Guard Armory, Gainesville__..........--.--- 90, 000 
National Guard Armorv, Savannah_-- pil 600. 000 


Naval Reserve: Naval Air Station (Dobbins Air Force Base, 


i tek a wSi $38, 000 
Ne en am ec kee eee a mn en Abe pee 1, 704, 000 
Air Force: Mountain Home Air Force Base, Mountain Home- 1, 361, 000 
Army National Guard: National Guard Armory, Idaho Falls. 105, 000 

Air National Guard: Gowen Field, Boise_..........-.-.-.. 238, 000 


Si 


Ill 


Ir 
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SuMMARY OF THE CoNsTRUCTION AUTHORITY GRANTED BY CoNn- 


GRESS IN THE Fiscatn Year 1960 Mutrrary CoNstRuUcTION 
AUTHORIZATION Bitt—Continued 





TID oo ho 555 55555555555555505555554t ee eeeeeeeeencews $11, 366, 000 
Army: Savanna Ordnance Depot_._-_.......-...--..--.... 1, 160, 000 
Navy: Naval Training Center, Great Lakes_........-_. 2 4, 712, 000 
Air Force: Scott Air Force Base, Belleville. ...........-... 253, 000 
Army Reserve: 

Army Reserve Center, Aurora__.......--.-.- 22-2... 302, 000 
Army Reserve Center, Bloomington__...........-.-... 168, 000 
Army Reserve Center, Champaign___...............-. 302, 000 
Army Reserve Center, Chicago Heights. ..........._-- 302, 000 
Army Reserve Center, East St. Louis. ...-.-- Fly kt wrararararere 156, 000 
Army Reserve Center, Evanston ...........-.....---. 574, 000 
Army Reserve Center, G00 isc cdcntincninmctceecdsane 302, 000 
Army Reserve Center, Kankakee___._....._______- Fut 168, 000 
Naval and Marine Corps Reserves: 
Naval Reserve Electronics Facility, Champaign......_. 70, 000 
Marine Corps Reserve Training Center, Chicago. ..-.-- 518, 000 
Naval Air Station, Glenview_.........--....--------. 59, 000 
Air Force Reserve: O'Hare International Airport, Chicago-__- 1, 890, 000 
Air National Guard: Peoria Municipal Airport, Greater. Peoria_ 430, 000 

EUAN - np wacetenanann ddnnnenspaseonetne pe e sCCUe A Uk 3, 339, 000 
Air Force: Bunker Hill Air Force Base, Peru_......._._---- 1, 725, 000 
Army Reserve: 

Army Reserve Center, Anderson___.......---.-------. 136, 000 

Army Reserve Center, Bloomington__.............-.--. 302, 000 

Army Reserve Center, Hammond_-_-......-.....------ 168, 000 

Army Reserve Center, Muncie. -_.......-...--..--.-. 168, 000 
Air Force Reserve: Bakalar Air Force Base, Columbus__-_-_--~ 364, 000 
Air National Guard: 

Baer Field, Fort Wayne----<-<<.2.00. 20. Joo siuo 238, 000 

Perea FS. Ce Eg en es on ee ere 238, 000 

Iowa: Army Reserve: Army Reserve Center, Washington___-... 160, 000 

ID eo nae creeper tees i IANO Se SDSS? 1800 6, 380, 000 
Bees. Fons IASVORMONU. i-. cndimsstatinn so oaccoanonaans 160, 000 
Air Force: 

Forbes Air Force Base, Topeka_............-.-----.-. 762, 000 
McConnell Air Force Base, Wichita_..............----. 1, 039, 000 
Schilling Air Force Base, Salina___-_.....-.-.-.--2-22 4, 147, 000 
Army National Guard: National Guard Armory, Colby__.-- 80, 000 
Naval Reserve: Naval Air Station, Olathe...........-..--. 192, 000 

IG peas ti tisictn te tpt sels me is atc ae a 5, 001, 000 
Army: 

Port Mnor=. see he a alte aise 2, 541, 000 
Fort Campbell. ~ .~.~~,.-.-..,.222093 Joie A erie 2, 300, 000 
Army Reserve: Army Reserve Center, Bardstown _..-..--- 160, 000 

denn: Se isthe ddd dibiesenn Ckedss Bits Beasamiinias were akaeme? 4, 052, 000 
Air Force: 

Barksdale Air Force Base, Shreveport_-..-...-----.-.-- 110, 000 

Chennault Air Force Base, Lake Charles_........... 350, 000 

England Air Force Base, Alexandria. _...........---.-. 2, 468, 000 
Army Reserve: 

Army Reserve Center, Lafayette. .__.........-.-.-1 .--. 152, 000 

Army Reserve Center, New Orleans (No. 1)_....-----. 520, 000 

» Naval Reserve: Naval Air Station, New Orleans___.....-.-- 178, 000 
Air National Guard: Naval Air Station, New Orleans_...--- 274, 000 


ee —— 
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SUMMARY OF THE CoNnstRUCTION AUTHORITY GRANTED BY Con- 
GRESS IN THE Fiscau Year 1960 Muuitary Construction 
AUTHORIZATION Brtt—Continued 




















a ee alee ene btn enmdnnin $4, 692, 000 
Navy: 
Naval Radio Station, Washington County.-........... 3, 179, 000 
Naval Radio Station, Winter Harbor.............-.... 271, 000 
Air Force: 
Dow. Ale Foros Bees. Banter... <.. cssnedeoestered> semana 1, 071, 000 
Loring Air Force Base, Limestone. .....-....-....-..- 48, 000 
Air National Guard: Dow Air Force Base, Bangor._......-- 123, 000 
Sd ed catia nnnsicin biennial deli atiebenl herenient 28, 664, 000 
Army: 
Aberdeen Proving Ground........-...---.----.--.--. 785, 000 
ID RT aria se tctassis chin Aarne te tial wareen Tl bicetinn tle 270, 000 
Pott Meade... .nnisnincititedldaaditiesbqgsjinetpaltieae ones} 2, 530, 000 
Navy: 
Naval Air Facility, Towers Field, Camp Springs_.._.--- 1, 051, 000 
Naval poaceniy OR sith matrterioavtisi=sqcensed 1, 025, 000 
David Taylor.Model Basin, Carderock...-.-...--.---- 318, 000 
Naval Propellant Plant, Indian Head..........--.---- 972, 000 
Naval Air Station, Patuxent River_................--- 1, 050, 000 
Air Force: Andrews Air Force Base, Camp Springs--.------- 20, 000, 000 
Army Reserve: 
Army Reserve Center, Cumberland.............-----. 288, 000 
Army Reserve Center, Westminster.._...........------ 160, 000 
Army National Guard: National Guard Armory, Baltimore_- 215, 000 
IOI. «no ocnerenttesienkieinbieteinneephenas nectnanenibdantlin Atsesaenl nsteibinneelll 4, 443, 000 
PC IPR na a. asa since rmcmeaen cist dnmeteaenmmeei hehe 59, 000 
Navy: Naval Shipyard, Boston. . ..... 2... cents cw nce wns 1, 422, 000 
Air Force: 
Laurence G. Hanscom Field, Bedford. ..........------ 1, 452, 000 
Otis Air Force Base, Falmouth...........-....--..--. 1, 234, 000 
Army National Guard: National Guard Armory, Leominster- 200, 000 
Naval Reserve: Naval Air Station, South Weymouth_------ 76, 000 
NN iid Riiachs Acaiedattine cals mille We diene wii aeaeain an 10, 578, 000 
Air Force: 
Kinross Air Force Base, Sault Ste. Marie_.........---- 1, 755, 000 
K. I. Sawyer Municipal Airport, Marquette_.........-- 2, 779, 000 
Selfridge Air Force Base, Mount Clemens____.......... 612, 000 
Wurtsmith Air Force Base, Oscoda_..............-.-. 2, 484, 000 
Army Reserve: 
Army Reserve Center, Ann Arbor. ...-..--.--.-------- 317, 000 
DIRS TLOOGE OR LISTING STOO a biawe «nc ccanescccceuns 602, 000 
Army Reserve Center, Detroit (No. 2)....------------ 602, 000 
Army Teserve Center, Fant... ..........-<ccncctiaduncs 551, 000 
Naval Reserve: Naval Air Station, Grosse Ile_.........-.-- 771, 000 
Air National Guard: Alpena County Airport, Alpena___---- 105, 000 
Na dalitei ac ix mite a eas eenen ath igh teem ios wld nied mes to cnoae 2, 154, 000 
Air Force: Duluth Municipal Airport, Duluth.............. 766, 000 
Army Reserve: 
Army Reserve Center, Duluth......-....-...-.-.--.. 317, 000 
Army Reserve Center, Mankato_...............--.--. 176, 000 
Army Teserve Center, St. CloGih.e303-00800/d-e5ennsh 330, 000 


Army National Guard: National Guard Armory, St. Paul. .- 565, 000 
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GRESS 
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DSN... 0s ccc ccc cc coco sccccsessseeessacesossesuasenes 


Navy: Naval Auxiliary Air Station, Meridian__-..---.-.--- 
Air Force: Columbus Air Force Base, Columbus_......----- 
Army National Guard: 
National Guard Armory, Durant 
National Guard Armory, Iuka. ..-..-----.--------L-. 
National Guard Armory, Quitman 
National Guard Armory, Webb 


PE nc cnccccccccecsssgagucenceetueaelacmeaeenane 
Army: " 
Wore: .e0tnre Woods 6 icc 155 Se SAR enneircwwans 
Army Support Center, St. Louis_..-.:.....2:--:.-++--. 
Air Force: 
Richards-Gerbaur Air Force Base, Kansas City_....---- 
Whiteman Air Force Base, Knobnoster_..........----- 
Army Reserve: 
Army Reserve Center, Fulton__-...-....-.----..----. 
Army Reserve Center, Jefferson City 
Army Reserve Center, Rollas........08<-.-c2 ie 
Army Reserve Center, Springfield. .............--.--. 
Army Reserve Center, Washington__________________- 
Army National Guard: National Guard Armory, Farmington. 
Naval and Marine Corps Reserves: 
Naval and Marine Corps 
(ground), St. boule... cece Seo Td 
Naval and Marine Corps Reserve Training Center (sur- 
face), St. Louis 
Air Force Reserve: 
City 


Reserve Training Center 


Richards-Gebaur Air Force Base, Kansas 


PGND. wncnscdccccccécdvcwadencesenece tt Q4 db. ba 
Air Force: 
Glasgow Air Force Base, Glasgow. __.......---.--_--. 
Malmstrom Air Force Base, Great Falls 
Army National Guard: 
National Guard Armory, 
National Guard Armory, 
Air National Guard: ( 


Nebraska 


Air Force: 
Lincoln Air Force Base, Lincoln 
Offutt Air Foree Base, Omaha goede el JOSLLE Je 
Army National Guard: National Guard Armory, Omaha_-__- 


Air Force: Nellis Air Force Base, Las Vegas__.........____- 
Air National Guard: Hubbard Field, Reno 


prow Wamipshive 6665s ead eh SOA bee Ua. 
Navy: Naval Shipyard, Portsmouth--............22.2.22. 
Air Force: Pease Air Force Base, Portsmouth 





3, 497, 000 


IN THE Fiscan YEAR 1960 Mutirary CoNnstrucTion 


$5, 627, 000 


5, 147, 000 
264, 000 


553, 000 
261, 000 


866, 000 
2, 406, 000 


160, 000 
288, 000 


73, 000 
160, 000 
115, 000 
370, 000 
697, 000 


105, 000 








5, 171, 000 








4, 039, 000 


542, 000 
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Se Ra et et ee ta eA ee $3, 112, 000 
i RE tet ih Ranmutiqnnd ae 64, 000 
Navy: 

Naval Supply Depot, Bayonne-_-...........-..-.---.-- 123, 000 

Naval Air Station, Lakehurst. .............-...-..- 726, 000 
Air Force: McGuire Air Force Base, Wrightstown__...--.--- 1, 083, 000 
Army Reserve: Army Reserve Center, Morristown_...-..--- 317, 000 
Army National Guard: 

National Guard Armory, Cape May Court House------ 250, 000 

National Guard Armory, Dover....-..-..------------ 250, 000 

Organizational maintenance shop, Jersey City......---- 49, 000 

National Guard Armory, Riverdale__.......-...-.---- 250, 000 

ee ae 3, 584, 000 
Air Force: 

Cannon Air Force Base, Clovis...............-..----- 800, 000 
Holloman Air Force Base, Alamogordo--_--.....------- 909, 000 
Walker Air Force Base, Roswell................-.-.-. 942, 000 
Sacramento Peak, Alamogordo........-....-.-------- 616, 000 
Army National Guard: 
National Guard Armory, Belen.........-....--.-----. 57, 000 
National Guard Armory, Roswell_...........--.------ 200, 000 
National Guard Armory, Silver City.......---....---- 60, 000 
NW) Pann nat esawse outa tnkanenenainnth atnaaatad= 10, 945, 000 
Now: 7, SAT ROMNEY. c.. ccucacccweninileus oiens 6, 303, 000 
av 
Sewel SSE 0 ee eee 365, 000 
Naval Medical Supply Agency, Brooklyn......-..---..- 113, 000 
Air Force: 
Griffies Air Force Base, Rome..........-. 22-2 ck cece 676, 000 
Plattsburgh Air Force Base, Plattsburgh Oe es 1, 134, 000 
Suffolk County Air Force Base, Westhampton___....... 269, 000 
Army Reserve’ 
Army Reserve Center, Bronx in..0.< otia-ncesiceqactéondcen 98, 000 
Army Reserve Center, Glens Falls...........--.------ 176, 000 
Army Reserve Center, Malone. _..-.....--..-..------ 176, 000 
Army Reserve Center, ER a a 176, 000 
Army Reserve Center, Osw in, tanlil emmntniidgdmesl dem 176, 000 
Army National Guard: 
National Guard Armory, Amsterdam.._.......-------. 55, 000 
National Guard Armory, Buffalo--...--...---------.- 75, 000 
Combined Field Maintenance Shop, Camp Drum..-...-.. 308, 000 
National Guard Armory, Olean__...........--.-...-.-. 46, 000 
National Guard Armory, Oswego_...--...--..-----.-- 52, 000 
National Guard Armory, Troy-.-_.....--..----------.- 47, 000 
Naval Reserve: Naval Reserve Training Center, Whitestone_- 104, 000 
Air National Guard: Hancock Field, Syracuse__.....------ 596, 000 

EL, ceca nk ontctadavwesdeucuhcsatan seoeccenenes 4, 751, 000 
meny= Fort Brass... np nane Gciesh «Epild beaddledi cauecss da 958, 000 
Navy: Marine Corps Base, Camp Lejeune_--_-- mii 328, 000 
Air Force: Seymour-Johnson Air Force Base, Joldsboro__._- 3, 150, 000 
Army National Guard: 

ational Guard Armory, Benson. _____...-..------.--- 105, 000 
National Guard Armory, Elizabeth City..........-..-- 105, 000 


National Guard Armory, Mount Olive.......-..------ 105, 000 
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North Dakota 


Air Force: 
Grand Forks Air Force Base, Grand Forks 
Winet-Air Forwe bi@ue, memes. J ~~ ooo eo ose oeenmas 
Army National Guard: Shop hangar, Bismarck 
Air National Guard: Hector Field, Fargo 


Army: Columbus General Depot 
Air Force: 
Clinton County Air Force Base, Wilmington-__--_-- anne 
Wright-Patterson Air Force Base, Dayton 
Army Reserve: 
Army Reserve Center, Akron (No. 2) 
Army Reserve Center, Bellaire 
Army. Reserve Center; Daytele: 2-222 2255522222222e22 
Army Reserve Center, Delaware 
Array Reserve Courter; MNS. - 32. oo ene ee cecdoece 
Army Reserve Center, Mount Vernon 
Army Reserve Center, Painesville, __._..._._...-_----. 
Army National Guard: National Guard Armory, Lancaster__ 
Naval Reserve: Naval Reserve Training Center, Cleveland__ 
ate ieee Guard: Springfield Municipal Airport, Spring- 
ielc 


$6, 


2, 


19, 
2, 


2, 
12, 


683, 000 





309, 000 


908, 000 
783, 000 


475, 000 
000, 000 


574, 000 
302, 000 

48, 000 
302, 000 
168, 000 
168, 000 
168, 000 
160, 000 
655, 000 


105, 000 





DL reget < — SS = oS Snore ee Pe tee 8 eee Oe a eee eee 


Army: Fort Sill 

Air Force: 
Clinton-Sherman Air Force Base, Clinton 
Tinker Air Force Base, Oklahoma City 
Vance Air Force Base, Enid 

Army Reserve: 
Army Reserve Center, Muskogee 
Army Reserve Center, Okmulgee 
Army Heserve-Ceomter, Piet cc 6 oon ccmnncccemecene 
Air Force Reserve: Davis Field, Muskogee____._._---- 
Air National Guard: Will Rogers Field, Oklahoma City- 


IOI ssn Jisincsspauameth © ninth ited a Ree eh en tena 
Air Force: Kingsley Air Force Base, Klamath 
Army Reserve: Army Reserve Center, Salem__....-.-.--.-- 
Armv National Guard: National Guard Armory, Salem_-_-_~. 
Air Force Reserve: Portland International Airport, Portland_ 


261, 000 
337, 000 


621, 000 
036, 000 
250, 000 


288, 000 
160, 000 
160, 000 

92, 000 
317, 000 








764, 000 


955, 000 

61, 000 
160, 000 
588, 000 
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Ri ce ticdehe ab cawtekaseeeeereeate sede Kekiee oe $6, 527, 000 
Army: Letterkenny Ordnance Depot_-_._-..--. ..---------- 454, 000 
Navy: Naval Air Material Center, Philadelphia_.........-- 333, 000 
Air Force: Olmsted Air Force Base, Middletown__.-.-.-.-.-.- 2, 676, 000 
Army Reserve: 

Army Reserve Center, Allentown-Bethlehem.-_-.--.---. 302, 000 
Aveiy TRGneure, CCOMteE, SIME od oc cnwcenenceccecece 136, 000 
Army Reserve Center, Gettysburg._-....-....-.-------- 168, 000 
Army Reserve: 
Army Reserve Center, Meadville_....-...------.----. 168, 000 
Army Reserve Center, Pittsburgh (No. 3)_..---------- 574, 000 
Army Reserve Center, Uniontown..-..-..-.---------- 220, 000 
Army Reserve Center, Washington___-....----.---.-- 136, 000 
Army National Guard: National Guard Armory, Johnstown _. 375, 000 
Naval Reserve: Naval Air Station, Willow Grove - le 797, 000 
Air Force Reserve: Willow Naval Grove Air Station, Phila- 

NR icenssch, fac 0 a necks Tecate <r eae onthe ate Geaiont 4 makina $e 188, 000 
Rhode Island: Navy: Naval Station, Newport_.-.....-..-----.- 7, 353, 000 
SIRI is aR i a len EE ea Rs etnceal b tan enn Gl 1, 576, 000 

Navy: Marine Corps Auxiliary Air Station, Beaufort.....--. 51, 000 
Air Force: 
Charleston Air Force Base, Charleston_.-.-...-.------ 822, 000 
Ae er WOPGn GND, WUNOEE 604... ceeqnaseensecans 505, 000 
Army National Guard: 
National Guard Armory, Inman__-.....-.-...-.------ 99, 000 
National Guard Armory, Jonesville_..........------ ; 99, 000 

BONES LING. ihc tad desma deanna twins Phen es gesaeesces 1, 736, 000 
Air Force: Ellsworth Air Force Base, Rapid City....------- 1, 445, 000 
Army Reserve: Army Reserve Center, Aberdeen. --_-.------ 168, 000 
Air National Guard: Sioux Falls (Foss Field), Sioux Falls-_- 123, 000 

oi CT one ncteaiig. Renken aman aint abide die i intactineni tatiana Oke 10, 185, 000 





Air Force: 
Arnold Engineering Development Center, Tullahoma-_-. 5, 690, 000 


Sewart Air Force Base, Smyrna- - - aia 2, 249, 000 
Army National Guard: National Guard Armory, Milan ae 91, 000 
Naval and Marine Corps Reserves: Marine Corps Reserve 

Training Center, Johnson City. .....< ...-6-.----+----4- 330, 000 


Air National Guard: Memphis Municipal Airport, Memphis. , 825, 000 





tt 
i} 
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SuMMARY oF THE CoNnsTRUCTION AUTHORITY GRANTED BY CoN- 


GRESS IN THE Fiscat Yrar 1960 Muitary CONSTRUCTION 
AUTHORIZATION Brtt—Continued 





OKO $21, 052, 000 
Army: 
Fort- Biles; = === -<2222222 5 c2tngs eeS se 1 A bia 7, 260, 000 
Fort Sam Houston.......---.2220 22002 Soe Lave t ek 620, 000 
Air Force: 
Amarillo Air Foree Base, Amarillo._.............----_- 1, 828, 000 
Bergstrom Air Force Base, Austin. .._..._....-______- 300, 000 
Biggs Air Force Base, El] Paso________.__._--._---_--- 416, 000 
Carswell Air Force Base, Fort Worth. -_- 2 A 1, 484, 000 
Dyess Air Force Base, Abilene ne ge ee ee wane 292, 000 
James Connally Air Force Base, Waco. ._.-...-.------ 216, 000 
Kelly Air Force Base, San Antonio_____-________- as 1, 180, 000 
Lackland Air Force Base, San Antonio____._..._._.--- 1, 307, 000 
Perrin Air Force Base, Sherman_____.....-_._.-----_- 408, 000 
Sheppard Air Force Base, Wichita Falls__...........-- 807, 000 
Webb Air Force Base, Big Soetag 2: =. ES eo 2, 168, 000 
Army Reserve: 
Army Reserve Center, Brownsville__.........________- 152, 000 
Army Reserve Center, Dallas. _..............--.----- 64, 000 
Army Reserve Center, Galveston___..........-------- 152, 000 
erty Fueeerve Comte CE no inn eo cimatmnndeeanee 152, 000 
Army Reserve Center, San Marcos. ___...-._--------- 152, 000 
Army Reserve Center, San Antonio__.__-_____--_----- 520, 000 
Army National Guard: National Guard Armory, ‘Donna_ 99, 000 


Naval and Marine Corps Reserves: 
Naval and Marine Corps Reserve Training Center, Beau- 


Gee es oe woo eaie au konan ae ee 65, 000 
Naval Air Station, Dallas. ioe ee ety 348, 000 
Naval and Marine Corps Reserves: 
Naval Reserve Training Center, Galveston____.__--__. 204, 000 
Naval Reserve Electronics Facility, Kingsville___...--- 35, 000 
Air Force Reserve: Ellington Air Force Base, Houston__-_--- 823, 000 
PON. ccc cccscccceccccccccccsesseececsoieeeee we 873, 000 
Army: Dugway Proving Ground____..........-...---..-- 532, 000 
Air Force: Hill Air Force Base, Ogden__...........------- 341, 000 
IG a on ana cain is sn ch ts cence ts lo sce tae en reece 435, 000 
Army Reserve: Army Reserve Center, Rutland_____..__--_- 143, 000 
Army National Guard: National Guard Armory, Enosburg 
Peo adedacccdsabbhcaccsnbodketanandiadcaaslQerne. 169, 000 
Air National Guard: Burlington Municipal Airport, Burling- 
OMe cc ccccctsccacddcccccsacacscsATetanAel eo 123, 000 
Were 2 akc eds ccdcedankadcdacdcicceceasssccodI MCs 4, 009, 000 
Army 
Penh Diba. pc ccnencesséizadsaasoesinnctants 628, 000 
ON, IS a tena a is Re ae nn oo ES 414, 000 
A. P. Hill Military Reservation <2 . ..2 22 2226.52... 3. 229, 000 
Navy 
Naval Communication Station, Norfolk..............--. 1, 781, 000 
Naval Station, Neslolk..<sss0sccaleliiti dist Bias 81, 000 
eaves Eat Dees CN |. Co oS otc ee 336, 000 
Air Force: Langley Air Force Base, Hampton..............-- 540, 000 
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hice, == Set Se BR ew ee ee ee ee eo $2, 470, 000 


Air Force: 


Fairchild Air Force Base, Spokane__.............-.--.-. 158, 000 

Geiger Air Force Base, Spokane--_-__..........--..-----« 190, 000 

Larson Air Force Base, I a ras 1, 036, 000 
McChord Air Force Base, SCL. patl. atenlb aida etireen 523, 000 

Army Reserve: Army Reserve Center, Wenatchee__..._.--.-- 168, 000 
Army Natioral Guard: National Guard Armory, Coleville..... 150, 000 

Air National Guard: Geiger Field, Spokane............-....- 245, 000 
UID TI an nn en en Ee aS oe eee 4, 277, 000 
Navy: Naval Radio Research Station, Sugar Grove._.-.-.-.. 8, 957, 000 


Army National Guard: 
U.S. property and fiscal officer, office and warehouse, 





SR EY... css cee Meee nie edints santas: this a 206, 000 
National Guard Armory, Princeton_..........-----.-. 60, 000 
National Guard Armory, Ronceverte........---...---- 54, 000 

PN oS  cccccccacesstannh Cabbie ones setste 23, 323, 000 
Air Force: Richard Bong Air Force Base, Kansasville_.....- 21, 533, 000 
Army Reserve: 

Army Reserve Center, Beaver Dam..............----- 176, 000 

Army Reserve Center, La Crosse.......-...-.---.---- 317, 000 

Army Reserve Center, Milwaukee (West)..-......-..-- 602, 000 
Army National Guard: 

Organizational maintenance shop, Hayward_...-.--.--- 52, 000 

National Guard Armory, Milwaukee_..........-.-.-.-- 235, 000 

National Guard Armory, Tomahawk_-.._.-.---.----.- 160, 000 


Air Force Reserve: General Mitchell Field; Milwaukee 
Air National Guard: 
Camp Williams, Camp Douglas........-.-.--.------.-- 82, 000 























eer Tee, eee. | no tL eeececenebee 123; 000 

EE DEE REALE SS eee ee eee 1, 699, 000 
Air Force: Francis E. Warren, Cheyenne_...-.-.---.------- 1, 461, 000 

Air National Guard: Cheyenne Municipal Airport, Cheyenne- 238, 000 
Various locations (Zone of Interior)...................-.-.-..- 95, 163, 000 
Army: Vaniotiien do cuasade deuus-iasenss>-vypund-ianen 14, 840, 000 
Sr UI = ES eS na ee tpn a 77, 651, 000 
Army Reserves, VATIONS oi bind eins lle ou aiansy enh od mean 3 cies 2, 588, 000 
Army National Guard: Various..........-...------------ 84, 000 
Inn ARO NE Sm i 436, 305, 000 
eee: SON ee a chaientaaensen tedeawnecueiie amen 1, 625, 000 

en Pore: Vereen etna’ 434, 680, 000 

OUTSIDE UNITED STATES 

i i a a at 295, 000 
Navy: Naval Station, Bermuda..--...~- ~~. ses see une 295, 000 
GSE. 2. cc cccccncavecenessheiamatl«seatl. evel aid. velaned~ 4, 188, 000 


avy: Meval Biation, Ans ss ccciciicencccdcncccsscs 4, 133, 000 
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Canal Zone 





dn el ats ln aah ce cman ade is ckaleibaeaetiidaedeace aaa $228, 000 
Re? Feet LOCUS .. owiciusuendecdddasnseuduueaenien 228, 000 
BGR, 6 o0cn twecceswcooenccesensbse Ales oolals, Gina. 760, 000 
Navy: Naval Station, Guantanamo Bay. -........----.--- 760, 000 
PORNGS 1... cccwseewesceccesoonsteel.wiotwd tamu Jas 140, 000 
Army: Various locations......2.....2..2..2.524---2--4-2- 140, 000 
BY «. <6 one nc ccs ccna wwuthinnenaininiiliidaliliinsieiiiadats -<--- . 10,338, 000 
metas: V axle J00GtORE. socniactenintionsninaennl 10, 338, 000 
FW bn on cn ccccccc cee en sdCUUUSIEL. odds iad aaa Jka 10, 417, 000 
Army: 
IIR aia: cnn tictysacsnieapineteitaa th tele an aed aacacadah 90, 000 
Schofield. Barracks... decsieciodeweoudse Julies) Ce. 1, 259, 000 
Navy: 
Marine Corps Air Station, Kaneohe Bay, Oahu______..-- 47, 000 
Naval Supply Center, Pearl Harbor, Oahu__.....-..--- 4, 796, 000 
Naval Radio Station, Wahiawa, Oahu_..............--- 274, 000 
Air National Guard: 
Haleakala aircraft control and warning facility, Maui--- 446, 000 
Hickam Field, Honolulu. ..........-.--_--- seca. wd 3, 222, 000 
Kokee aircraft control and warning facility, Kauai... -- 283, 000 
Dio: dune vdeneienne ouinmguwelnentiiinmiinainnerimnidtia ee 1, 973, 000 
Pt VRIES WORE sci edandccdnsctacdennaamaas 1, 973, 000 
I rere, nc arts ingicadiiiealiinn adriana aan ee 1, 640, 000 
Navy: Naval Air Station, Atsugi...........-...-.... 2... 1, 640, 000 
UN: BCU sistas ttt aciatanihila cl scapinisag sipaeihs tg Gtoksipdin obsehidh elbccadiacaaa 11, 560, 000 
Navy: 
Public Works Oomter, Guaais . sce nt Saad 10, 947, 000 
Naval Ship Repair Facility, Guam_..................- 507, 000 
Air Force: Anderson Air Force Base_...............--.---- 106, 000 





North Ireland 


Nodanehrepakisstorysteedatseveesaasavend uae 267, 000 
Navy: Naval Radio Facility, Londonderry. ....-.-.-.----- 267, 000 
SOA ss oF co 8y. ase niet wn tds apna ater aieemeeines da andl ka arama alae aoe 2, 255, 000 
Army: Cameo Duslte 356 46. Sih els tl secs 217, 000 
Navy: Naval Security Group activity, Okinawa_..........- 2, 038, 000 
neds ied oe ee De eee oe 76, 000 


Navy: Naval Air Station, Cubi Point..........-.........- 76, 000 
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a i a a i $6, 367, 000 
Navy: 
Naval Station, Roosevelt Roads_.......-.....------.- 3, 579, 000 
Naval Radio Station, Sabana Seca__.................. 86, 000 
Air-Foree>. Ramey Air Force Base. ...........--e-ccccecee 1, 309, 000 
Army National Guard: 
National Guard Armory, Bayamon_............-.---- 150, 000 
National Guard Armory, Ponce... ............--.---- 150, 000 
National Guard Armory, San German_...-.--.-..----- 150, 000 
Air National Guard: San Juan International Airport, San 
I iceiiis abiccctiiclmnaheaadedaasadiapdaniesindsietpencnlhnticnciiena nn eiiiad 943, 000 
aid heiitainh clea iatlnicinaseienhiarceetciptacmsiactaces eA. Bsa 105, 000 
Navy: Naval Security Group activity, Karamursel_.......- 105, 000 
IG I nh het del nie Dateenaeh nie iddweneumeie 2, 211, 000 
Rie Toroe: Wake Tels oo enennqesannekdGeswl ils 2, 211, 000 
Various locations (overseas)... ccs cece ssn e dene ae-e 78, 098, 000 
BPG: V GTIOUB noc ceeenteild Jaweids JL .osiiaidn bed. 9, 965, 000 
ee WOR eo idan dae Cieiphoaxeeooueeon Sitios 68, 133, 000 
Classified locations (overseas)... 0... nncesccnntdcocasesas 107, 561 1, 000 
IIE oiod ct cnitane ul blanibienwndn db adeenne aan 81, 830, 000 
I re a Na ll 16, 870, 000 
DPT EMOOS . Sninatver Skint Seana aaedetnsen en 8, 861, 000 
I oii Ccbnancncesnndesmen<eaneadas 35. 000, 000 
I ONIN sins cangarsicns aoeeen eael @ sacalen suns Ws ina A Aes coon es head 10, 000, 000 
DR: VOTIOUS . ccnnnnnsdnsnnnnnantbthductipsiictn tne Lad 10, 000, 000 
UI No ses nisin man aeeumdae 15, 000, 000 


*Nore.—See note on page 1. 








i 
| 
| 





Calendar No. 285 


861H CONGRESS SENATE Report 
1st Session No. 297 





TOBACCO PRICE SUPPORT 
May 19, 1959.—Ordered to be printed 


Mr. Jorpan, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany 8. 1901] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 1901) to amend section 101(c) of the Agricultural Act of 
1949 and the act of July 28, 1945, to stabilize and protect the level of 
support for tobacco, having considered the same, report thereon with 
a recommendation that it do pass without amendment. 


GENERAL RULE 


S. 1901 is identical to H.R. 5058 as amended and reported by the 
House Committee on Agriculture. It provides that the level of price 
support in dollars and cents for any kind of tobacco (subject to the 
exceptions hereinafter noted) shall not exceed that established for the 
1958 crop until 90 percent of parity computed as provided by the bill, 
as of the beginning of the marketing year for any crop, exceeds the 
lower of (i) the 1958 support level or (ii) 90 percent of parity com- 
puted as provided by existing law. Beginning with such crop, the 
support level will be fixed at 90 percent of parity computed by which- 
ever of the two methods results in the lower price. The method of 
computing parity provided by the bill is generally similar to that used 
prior to the enactment of the Agricultural Act of 1948, using the base 
periods specified in the law at that time both in determining the base 

eriod price for the commodity and in computing the parity index. 

hese base periods were August 1934 to July 1939 for burley and 
flue-cured tobacco and August 1919 to July 1929 for all other kinds 
of tobacco. The Agricultural Act of 1948 provided for use of an 
August 1936 to July 1941 base period for Maryland tobacco during 
1959, but the base period for Maryland tobacco prior to the enactment 
of that act was August 1919 to July 1929. Except for the change in 
base period, the parity index would continue to be computed as pro- 
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vided by existing law. The method of computing parity provided by 
the bill would be applicable only for the purposes of the bill. The 
bill would not make any change in the method of computing parity 
prices of tobacco for any other purpose. 

The Agricultural Act of 1948 modified the parity formula so that the 
parity prices of the various agricultural commodities would reflect the 
price relationships between such commodities during the immediately 
preceding 10 years. The effect of this so-called modernized parity 
formula has been to increase the parity price of tobacco. For instance, 
the parity price for flue-cured tobacco increased from 54.9 cents per 
pound in December 1956 to 61.3 cents in December 1958. In the 
same period the parity price for burley tobacco increased from 53.8 
cents per pound to 62.2 cents. Tobacco support prices, which are 
fixed at 90 percent of parity when marketing quotas are in effect, have 
increased correspondingly and the industry has generally agreed that 
continuing increases would not be in the interest of this segment of our 
agricultural economy. Tobacco producers, warehousemen, and ex- 
porters believe present general price levels for tobacco are reasonable 
and therefore your committee recommends enactment of S. 1901. 
With this adjustment tobacco support prices will continue to have a 
stabilizing effect on price and income in the industry. 


EXCEPTIONS 


The general rule just described would not be applicable to kinds of 
tobacco which were not subject to marketing quotas in 1958, namely 
Pennsylvania filler type 41 and Puerto Rican filler type 46. It also 
would not be applicable to Connecticut Valley binder types 51 and 52 
for which the Secretary of Agriculture recently provided a revised 
method of computing parity prices under the authority of section 
301(a)(1)(F) of the Agricultural Adjustment Act of 1938. That see- 
tion provides that whenever the parity price of a commodity is seri- 
ously out of line, the Secretary shall make appropriate revision of the 
method of computing the parity price for such commodity. Last year 
producers requested the Secretary to review the parity price for these 
types; and the Secretary subsequently established lower parity prices 
for them. The general rule described above would also not be appli- 
cable to fire-cured, dark air-cured, and Virginia sub-cured tobaccos, 
except for the purpose of imposing an upper limit on support prices for 
those kinds of tobacco. Section 2 of the bill provides that the price- 
support levels for fire-cured, dark air-cured, and Virginia sun-cured 
tobaccos shall not exceed the support levels determined for them in the 
manner provided by section 101(c) of the Agricultural Act of 1949, as 
amended by the first section of the bill. Existing law provides that 
these kinds of tobacco are to be supported at specified percentages of 
the burley tobacco loan rate, but not in excess of a maximum rate 
equal to the higher of the 1957 crop-support level or 90 percent of 
parity. The law would continue to provide that they be supported 
on the basis of the burley loan rate, but the maximum rate provided 
by the bill would be substituted for the maximum rate provided by 
existing law. In the foreseeable future it appears that they will be 
supported at the level specified in the bill. They are currently being 
supported at the 1957 level, which is less than the level computed on 
the basis of the burley rate. 
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DEPARTMENTAL REPORT 


The attached report of the Department of Agriculture relates to 
H.R. 5058, as it was introduced in the House of Representatives. 
While the House committee revised the bill, its purpose as originally 
introduced was the same as that of S. 1901, that of preventing further 
increases in tobacco support prices. A report on S. 1901 has not been 
received from the Department as yet. 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., March 10, 1959. 
Hon. Haroty D. Cootrey, 
House of Representatives. ris 

Dear ConcressMAN Cootey: This is in reply to your request for 
a report on H.R. 5058, a bill to amend section 101(c) of the Agricultural 
Act of 1949 to stabilize and protect the support level for tobacco. 

This bill provides that the level of price support for tobacco shall 
not exceed the 1958 crop support level until such time as 90 percent 
of parity computed in the manner used prior to the enactment of the 
Agricultural Act of 1948 exceeds the 1958 crop support level, and that 
thereafter the support level shall be 90 percent of parity computed 
in the manner used prior to the enactment of the Agricultural Act 
of 1948. The bill excepts Connecticut Valley cigar binder types 51 
and 52 for which parity was recently redetermined under section 
301(a)(1)(F) of the Agricultural Adjustment Act of 1938, as amended, 
and also excludes those kinds of tobacco for which marketing quotas 
were not in effect in 1958, namely, Pennsylvania filler type 41 and 
Puerto Rican filler type 46. 

We estimate that the index of prices paid by farmers would have to 
increase 8 percent for burley and 13 percent for Flue-cured—our 
major export tobacco—before the old parity provision would go into 
effect and the freeze removed. The extent of the increase required 
on the various types of tobaccos is shown in the attached table. 

The Department is convinced that the United States can produce 
competitively a quality of tobacco which cannot be duplicated any- 
where else in the world, and that we should sincerely try to find some 
way to let our farmers produce it. Tobacco farmers have, under the 

resent rigid program, been sacrificing their longtime best interests 
or possible temporary gains. At a time when world consumption of 
tobacco is increasing at the rate of 5 percent a year, our exports have 
been decreasing relatively at a rapid rate. Although it is generally 
recognized that the economy of the tobacco grower in many types of 
tobacco is heavily dependent upon exports, we continue to follow a 
course that is continuously shrinking our share of the world market. 

We believe that the present price support program with its built-in 
system of constantly increasing support prices will, over the next 
10 years cause us to lose most of our commercial export markets and 
force the domestic industry to 100 percent utilization of the tobacco 
leaf. While the proposed bill will eliminate or at least minimize the 
substantial increases in the support levels which otherwise will occur 
in the next few years under the present support system, we believe that 
the use of any measuring device for price support purposes which 
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fails to take into account present day production technology, is most 
unwise, Unfortunately, both old parity and modernized parity rely 
heavily on price relationships which existed when farming was almost 
entirely a mule-and-plow, and a man-and-hoe, operation. 

The Department feels t that the tobacco program should be modified 
on & positive basis designed to. achieve increased disappearance of 
U.S. tobacco with a corresponding opportunity for increased produc- 
tion and higher allotments. A proposal for a positive modification of 
the tobacco program was outlined in a memorandum dated January 19, 
1959, from the Department to the President, as follows: 

“Farmers who grow tobacco have been losing markets at home and 
abroad. As prices of U.S. tobacco increase, foreign buyers change 
their blends and turn to other sources of supply. They may never be 
induced to return to our markets. The present old laws result in price 
supports at continually rising levels. Acreages at home have been 
severely cut to low levels while acreage and production expand abroad, 

“Legislation should be enacted to relate the support price to the 
market average or, if the parity formula as a basis for price supports is 
continued in use, to provide wide discretion in the level of supports, 

“In addition, modifications of the control program may be in 
order. Tobacco growers have widely discussed the desirability or 
modifying the present control system. Their ideas of providing either 
a poundage quota or a poundage-acreage control have merit.” 

This bill fails to go far enough in correcting this situation for the 
sorte reasons: 

It would freeze price supports for tobacco at current high levels, 
i hampering efforts to expand markets and to curtail foreign pro- 
duction. Instead of such a freeze we need more discretion in setting 
the support level so that we can regain markets rigid supports have 
lost for tobacco. 

2. It would put back into use a formula which previously was dis- 
carded by Congress because it resulted in unrealistic parity prices. 
Under the old formula parity price for tobacco is based on the level of 
prices in 1934-38 for flue-cured and burley, 1936-40 for Maryland, 
and 1919-28 for other tobaccos, modified to the extent that prices paid 
by farmers have changed. Use of this base period some 20 to 30 years 
ago fails to recognize the changes which have occurred in farm ‘tech- 
nology since then, and the changes in intercommodity relationships. 
It was these shortcomings which led Congress to adopt a modernized 
parity which takes into consideration price relationship in a recent 
10-year period. 

3. It would vesult in a dual standard of parity prices. Old parity 
would be used for tobacco whereas new parity would be used for 
other commodities. If we are to use parity price as a standard for 
price support, we should use the same formula for all commodities. 

4. It would continue to place tobacco growers at an advantage over 
producers of other crops. Currently tobacco is the only pric e-support 
commodity where the Secretary has no discretion in setting support 
levels. This level is and has been higher in terms of percent “of parity 
than it has been for other crops where even under present law some 
discretion is permitted. 

This bill, H.R. 5058, reflects a recognition of the soundness of the 
administration’s position that the present program is destroying 
markets rather than building them. 
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This bill, H.R. 5058, reflects a recognition that the present law can 

only result in decreased allotments, 

his proposal is superior to the present legislation in that it pre- 
vents further price-support increases for some time. However, the 
Department feels that the bill is not adequate and the administration’s 
tobacco program outlined above is far better. 

H.R. 5058 would have the tendency to lower the amount of Com- 
modity Credit Corporation funds which would otherwise be invested 
in the tobacco price-support program. It would effect no change in 
administrative expenses. 

The Bureau of the Budget advised that there is no objection to the 
submission of this report, 

Sincerely yours, 


E. T. Benson, Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


AGRICULTURAL ACT OF 1949 
TITLE I—BASIC AGRICULTURAL COMMODITIES 


sec..101..7* * 
(c) For tobacco, if marketing quotas are in effect, the level of sup- 
port shall be 90 per centum of the parity price: Provided, That for any 
ind of tobacco (other than Connecticut Valley cigar binder types 51 and 
52) for which marketing quotas were in effect for the 1958 crop, the level 
of support computed in dollars and cents for each subsequent crop of such 
tobacco for which marketing quotas are in effect shall not exceed the level of 
support computed in dollars and cents applicable to the 1958 crop until 
90 per centum of the parity price as of the beginning of the marketing year 
for a subsequent crop computed in the manner used prior to the enactment 
of the Agricultural Act of 1948 exceeds the level of support applicable to the 
1958 crop or 90 per centum of the parity price computed as provided in the 
Agricultural ‘Adjustment Act of 1938, as amended, whereupon the level 
of support for such subsequent crop and each crop thereafter shall be 90 
per centum of the parity price as of the beginning of the marketing year 
computed in the manner used prior to the enactment of the Agricultural 
Act of 1948, or computed as provided in the Agricultural Adjustment Act 
of 1933, as amended, whichever computation results in the lower level of 
vs. gps And provided further, That in computing parity in the manner 
used prior to the enactment of the Agricultural Act of 1948, the parity 
index as defined in section 301 (a) (1) (C) of the Agricultural Adjustment 
Act of 1938, as amended, shall be used except that in lieu of the period 
January 1910 to December 1914, inclusive, the base period applicable to 
the kind of tobaeco prior to the enactment of the Agricultural Act of 1948 
shall be used. 
* 


* * * * * * 
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ACT OF JULY 28, 1945 
* * * * * * * 


Sec. 2. Notwithstanding any other provision of law, the Commodity 
Credit Corporation is authorized and Lene beginning with the 1945 
crop, to make available upon any crop of fire-cured, dark air-cured and 
Virginia sun-cured tobacco, if producers have not disapproved market- 
ing quotas for such tobacco for the marketing year beginning with the 
calendar year in which such crop is harvested, loans or other price 
support at, in the case of fire-cured tobacco, 75 per centum of the loan 
rate for burley tobacco for the corresponding crop and, in the case of 
dark air-cured and Virginia sun-cured tobacco, at 66% per centum of 
such burley tobacco loan rate: [Provided, That, beginning with the 
1958 crop, the levels of support for such kinds of tobacco shall not 
exceed the higher of (a) the level applicable to the 1957 crop or (b) 
90 per centum of the parity price] Provided, That beginning with the 
1959 crop, the level of support for each such kind of tobacco shall not 
exceed a maximum level of support determined therefor pursuant to the 
provisos in section 101(c) of the Agricultural Act of 1949, as amended, 


PRIOR LAW WHICH WOULD BE PARTIALLY REACTIVATED 
BY BILL 


Prior to enactment of the Agricultural Act of 1948, the term 
“parity’’ was defined in section 301(a) of the Agricultural Adjustment 
Act of 1938, as amended, as follows: “ ‘Parity,’ as applied to prices 
for any agricultural commodity, shall be that price for the commodity 
which will give to the commodity a purchasing power with respect to 
articles that farmers buy equivalent to the purchasing power of such 
commodity in the base period; and, in the case of all commodities for 
which the base period is the period August 1909 to July 1914, which 
will also reflect current interest payments per acre on farm indebted- 
ness secured by real estate, tax payments per acre on farm real estate, 
and freight rates, as contrasted with such interest payments, tax 
payments, and freight rates during the base period. The base period 
in case of all agricultural commodities except tobacco shall be the 
period August 1909 to July 1914. In the case of all kinds of tobacco 
except Burley and flue-cured such base period shall be the period 
August 1919 to July 1929, and, in the case of Burley and flue-cured 
tobacco, shall be the period August 1934 to July 1939; except that the 
August 1919-July 1929 base period shall be used in allocating any 
funds appropriated prior to September 1, 1940.” 


O 
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BUILDING FOR MUSEUM OF HISTORY AND 
TECHNOLOGY 


May 20, 1959.—Ordered to be printed - - 


Mr. AnpgERSON, from the Joint Congressional Committee on Con- 
struction of a Building for a Museum of History and Technology 
for the Smithsonian Institution, submits the following 


REPORT 


[Pursuant to sec. 4 of Public Law 106, 84th Cong.] 


The Joint Congressional Committee on Construction of a Building 
for a Museum of History and Technology for the Smithsonian Insti- 
tution submits this report on the progress of the planning and con- 
struction of the building, pursuant to section 4 of Public Law 106 
(84th Cong., 69 Stat. 189). 

The following has been accomplished since the report submitted by 
the joint committee, April 16, 1958. 

The temporary buildings formerly occupying the site of the building 
were demolished and removed, with the exception of a small wing 
retained for a construction office. 

Ground was broken for the start of construction on August 22, 1958, 
at a ceremony in which Senator Clinton P. Anderson, chairman, and 
the Honorable John M. Vorys, the then secretary of the joint com- 
mittee, participated with Dr. Leonard Carmichael, Secretary of the 
Smithsonian Institution. Senator Anderson turned the first shovelful 
of earth. 

Excavation of the site has been completed, and the piles for the 
foundation of the building are being driven. The original estimate 
that the building will be opened to the public in 1962. can still be 
confirmed. 

At a meeting of the joint committee on March 9, 1959, the internal 
planning within the previously approved external form of the building 
was discussed. j 

The following review of the purpose of the building and the plans 
for its construction and use were presented to the joint committee by 
the Smithsonian Institution at this meeting: 
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BUILDING FOR MUSEUM OF HISTORY AND TECHNOLOGY 


The purpose of the building as described to the Congress, at the 
time that the appropriation for its construction was being consid. 
ered, is: 


To illustrate by means of these [the Smithsonian’s] historic 
collections the cultural and technological development of our 
Nation from colonial times. To place before the millions 
who visit the Nation’s Capital each year a stimulating per- 
manent exposition that commemorates our heritage of free- 
dom and highlights the basic elements of our way of life. 


As indicated in the hearings on the new buildings before the appro- 
priation for its construction was made, thousands of items are to be 
shown, such as many objects belonging to George Washington, in- 
cluding his sword, uniform, and field kit; Thomas Jefferson’s desk at 
which the Declaration of Independence was drafted; objects used by 
Lincoln; and numerous other similarly significant items related to 
great Americans of the past. 

It was indicated at that time that the original Star-Spangled 
Banner, the flag that was flying over Fort McHenry at the time the 
national anthem was written, would be most impressively displayed 
in the central hall of the building. This great flag originally meas- 
ured 30 by 42 feet, and experts feel it requires a wall space 40 by 55 
feet for its proper display. This magnificent patriotic symbol has 
been called by museum experts the greatest historical museum item 
in America. 

Among other objects mentioned at the hearings, as requiring dis- 
play, were hundreds of unique Patent Office models; great collections 
of stamps, coins, and costumes; examples of steam, internal com- 
bustion, and electrical power machines; land transportation vehicles; 
surgical and dental implements; ship models; swords; small arms; 
agricultural implements; woods and wood products; lithographs; 
etchings; china; glass; prints; timepieces; handtools; flags; uniforms; 
textiles; cameras; sewing machines; typewriters; machine tools and 
many other objects. Exhibits will also include significant inventions 
associated with the rise of the oil, steel, power, printing, lumber, 
plastics, textile, electrical communications, mining, and other indus- 
tries. 

It was also said in describing the building for which the appropria- 
tion was requested that it would show pioneer locomotives from our 
existing collections and also a great modern steam locomotive that 
had recently been given to the museum and which would need a hall 
100 feet long for its display. The proposals presented in the testi- 
mony indicated that the building would have reproductions of home 
interiors and of old workshops characteristic of different periods in 
U.S. history. Many items from Smithsonian collections would be 
shown in these settings. 

It was also pointed out that the building would display ship and 
battleship models as well as full-scaie examples of the American ma- 
chines that played key parts in our Nation’s phase of the industrial 
revolution. 

In this same testimony, it was pointed out that the new building 
not only should have space for these great exhibits but also should 
make adequate provision for reference collections, laboratories, work- 
rooms, and public service programs. 
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It was emphasized that hundreds of research historians and tech- 
nologists from all over the country, and indeed from all over the world, 
have come and will more and more need to come to the Smithsonian 
to do scholarly work. Therefore it is necessary to provide facilities 
for such individuals who come to clear up numerous matters requiring 
research in the course of preparing books or articles for publication. 
The unique reference collections of the Smithsonian must be made 
available to research workers in an effective way in the new building. 

On February 5, 1957, this joint committee approved the external 
design of the museum and recommended to the Regents of the Smith- 
sonian Institution that the building be constructed in the form 
indicated. The Regents subsequently approyed this design. 

The firm of McKim, Mead & White, the architects of the building, 
prepared this approved design. Since the approval of the external 
structure of the museum, the staff of the Smithsonifn and this same 
firm of architects have been working in close association to fit into 
the approved external structure the internal halls and exhibits which 
have been indicated as needed when the Congress appropriated funds 
for the erection of the building. 

The requirements which were presented as basic when the appro- 

riation was made have been met by the staff of the Smithsonian 
Sclteatiig and by the architects working closely together. Halls for 
the exhibition of 38 major areas of presentation are planned. These 
have been coherently related in a manner that will present a logical 
sequence of exhibits. 

At all times the needs of the individual museum visitor have been 
kept in mind in planning the building. It has been conservatively 
estimated that some 5 million individuals will come to this building 
each year, and the comfort and convenience of this large number of 
people are very important and present many novel problems. 

The Smithsonian has had experience with crowds of people, old and 
young, in its present buildings. On 1 day last year 42,524 persons 
came to the old Natural History Building alone. When people come 
in such numbers, they must now at times line up and wait before seeing 
an exhibit. This points out that in planning the new building, it has 
seemed especially important to remember its scale and to consider the 
need to provide as well as possible for the free flow of visitors from hall 
to hall and from floor to floor. 

After weighing the great need for workrooms and special study rooms 
in the new building, it has been decided not to move to this building 
the general administrative offices of the Smithsonian from their 
present location in the old Smithsonian building. Thus, in spite of 
the character of this new structure, the offices of the Secretary of the 
Smithsonian Institution and his immediate associates will continue to 
be housed in the quaint, but still satisfactory, section of the Smithsonian 
Building which was originally constructed for the personal living 
quarters of the first Smithsonian Secretary, the great Joseph Henry. 

The importance of providing proper lighting for exhibitions, ade- 
quate air conditioning for the protection of objects as well as for the 
comfort of visitors, needed circuits for television and for museum 
electronic guide devices, and other electrical and plumbing facilities 
has revealed that this building is truly being planned for the construc- 
tion of a great modern display machine. For some months over 90 
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architects and draftsmen have been working full time on the required 
drawings for the building. 

The success with which the Smithsonian and the architects are 
providing the facilities to accomplish the purposes authorized by the 
Congress may be illustrated by explaining each floor of the building, 

The visitor approaching the building from Constitution Avenue will 
enter the first floor at street level. Here he will pass the information 
desk and rooms for checking coats and umbrellas and will encounter 
directory devices to guide him to special exhibits. Grouped at this 
entrance is a room for temporary exhibits, and a small auditorium 
where special events may be held even in the evening without opening 
more than a limited part of the building. This great exhibition floor 
is devoted to the collections relating to the history of science and 
technology. The visitor will be introduced to these i exhibits which 
demonstrate advances in pure science and their applications to engi- 
neering and industry. Here also a Foucalt pendulum, suspended from 
a wire reaching to the upper floors of the building, will illustrate the 
rotation of the earth. Through the pendulum well in the ceiling 
of the first floor the visitor will have a glimpse of the flag hall above. 
The first floor has been designed to display Smithsonian collections 
totaling thousands of original objects including agricultural imple- 
ments and machines, woods and wood products, watercraft, automo- 
biles and coaches, railroad locomotives and equipment, models of 
bridge and tunnel construction, power machines and engines, electrical 
and electronics machines and instruments, early typewriters, clocks 
and watches, hand and machine tools, physical and astronomical 
instruments, chemical apparatus, medical, pharmaceutical and dental 
instruments, textiles and textile machines, equipment associated with 
the development of nuclear physics, simulated atomic reactors and 
the uses of atomie energy; machines and processes of petroleum pro- 
duction, and changing exhibits of metalworking and other industrial 
processes. These exhibits have been grouped into coordinated combi- 
nations to present broad subject fields such as transportation or the 
production, distribution, and applications of power, elements of which 
appear in several halls. The first floor has a bus entrance on the south 
side at the same level which is entirely sheltered and is designed to 
accommodate the many elementary and high school classes which will 
arrive from all parts of the country. Large windows looking into the 
locomotive hall on the east and into the atomic energy and agricultural 
implements halls in the north will permit some sections of the museum 
to be viewed even when the building is closed. 

The second floor is also entered at street level, in this instance, from 
Madison Drive on the Mall. Thus, the museum will have the distinct 
advantage of having two of its three great general exhibition floors at 
street level, entered without steps. The visitor who enters this floor 
from Madison Drive or who comes up directly from the first floor 
entrances will start his tour in the imposing flag hall in which the 
Star-Spangled Banner will be enshrined. This great flag, dramatically 
lighted and unobstructed, will introduce the museum’s thousands of 
daily visitors to the historical exhibits. 

On this floor the history of the United States will be illustrated in a 
series of halls, chronologically arranged. These will exhibit out- 
standing and selected objects such as weapons, tools, utensils, clothing, 
architectural elements, contemporary pictures, personal memorabilia, 
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home and craft equipment, agricultural implements, machines and 
vehicles, all eeddhimeds to illustrate important periods in the develop- 
ment of our country. Another series of halls will exhibit home 
interiors showing the furnishings and objects of the decorative arts of 
many periods as they were originally employed in the United States. 
The evolution of American costume and dress will be illustrated and 
the original gowns worn by the First Ladies will be exhibited in 
settings constructed of original woodwork, mantels, furniture, and 
other furnishings preserved from a number of White House renova- 
tions. Memorabilia and personal objects owned and used by his- 
torical American figures such as Washington, Lincoln, and others will 
be exhibited in appropriate settings. 

On the third floor a large area will be devoted to the Smithsonian’s 
outstanding collections of weapons, flags, uniforms,insignia, warship 
models, prints, maps, and other objects illustrating the history of 
the Armed Forces of the United States. These military exhibits are 
essential for the complete portrayal of the history of the United 
States and they will gain effectiveness and perspective by being 
closely associated with the other exhibits within the museum depict- 
ing historical events and the evolution of the sciences and the machines 
which the military services have employed in all periods. It is 
evident that these military exhibits are required to show the Armed 
Forces in their traditional context with other elements of our national 
life. These exhibits will provide a well selected military display 
convenient to the visitors in the Mall area. 

Also on this floor are a group of exhibits related to the arts, includ- 
ing the collections of musical instruments, printing equipment and 
prints, photography, ceramics, and glass. The hall for musical instru- 
ments is designed to suggest an early music room. In it many in- 
struments from the Smithsonian’s great collections will be maintained 
in playable condition so that at times music may be demonstrated on 
instruments of the periods in which the music was composed. In the 
exhibits of printmaking, ceramics, and glass, the processes and the 
technical terms of the processes and products are to be explained. 
The Smithsonian’s cpelldta collection of early still cameras, motion- 
picture cameras and projectors, lenses, shutters, prints, and studio 
equipment will be well displayed for the first time. A small changin: 
exhibits gallery and the connecting corridors will be equipped an 
lighted for periodic exhibits of prints and photographs related to the 
Smithsonian exhibitions. 

The Smithsonian’s notable collections of coins and postage stamps 
will be displayed on this floor. Early stamp-engraving processes will 
be shown with original machines andthe history of the mails will be 
illustrated with models of mail coaches and original letters sent by 
early post. The numismatics section will exhibit thousands of coins 
in a comprehensive history of money and will illustrate the significance 
of the designs carried by the coins, some of which are outstanding 
works of sculpture and medallic art. 

On the fourth and fifth floors will be preserved the reserve collec- 
tions of all of these classes of objects to which the collector, the student 
and the visitors with special interests will have access. Here will be 
the detailed collections, not elsewhere shown, of textiles, silver, coins, 
clocks, watches, patent models, glass, scientific instruments, ceramics, 
tools, stamps, and other collections organized for efficient reference 
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for the use of historians, writers, and serious hobbyists. Also on 
these floors will be the workrooms for the staff engaged in the examina- 
tion, accessioning, and documentation of the collections, staff, and 
students meeting rooms, and study rooms for visiting inventors, scien- 
tists, engineers, and historians. 

The basement has a public area in which is located a cafeteria 
provided for the convenience of the visitor. Here also are presented 
exhibits of the mining industry. Frequently museum visitors wishin 
to remain as long as possible on what may be their only visit to the 
Smithsonian ask if there is a place to have lunch within the buildings. 
The cafeteria is a great convenience for all who wish to spend a number 
of hours in the museum. The dining room will have a window-wall 
view from a sunken terrace. For the school groups and others who 
wish less expensive and quicker service there will be a snack bar. For 
children who come in classes and bring their lunches there will be 
rooms with milk and soft drink machines. 

Windows into heavy machinery rooms will give the visitor on this 
floor a view of some of the equipment required to make this huge 
exhibition machine itself function. 

Much of the basement is devoted to laboratories for the examination 
and preservation of collections and the laboratory required to service 
the exhibits and to keep the halls up to date. Heavy mechanical 
equipment required to operate and maintain the building, shipping 
and receiving facilities is also in the basement. Storage space for 
large objects in the collections is also provided here. 

The increasing interest in educational applications of television and 
radio and the Smithsonian’s experience in these fields has indicated 
the need for built-in television wiring. This has been provided so 
that no point on the exhibition floors is more than 150 feet from a 

anel providing connections for television cameras and for heavy 
fichting circuits. These connect to a monitoring room in the basement 
from which equipment brought in may be connected by the broad- 
casting system for particular events and will allow the transmission 
of programs by telephone lines to established broadcasting stations. 
The electronic lecture system and other audio requirements associated 
with the exhibits can be controlled from this area. All exhibits areas 
are provided with underfloor ducts for electrical power and electronic 
circuits. 

Parking for visitors is provided by the curb space along the Mall 
drives. Visitors will sist ‘over a thousand 1- and 2-hour parking 
spaces within a short distance from the building. The building will 
open about the time that morning rush-hour parking restrictions end 
and, as traffic on the drives is not heavy outside of rush hours, even 
strangers will find it relatively easy to orient themselves and safely 
locate parking spaces. The building closes before the evening rush 
traffic begins. As much parking as possible will be provided in 
screened and concealed areas on the south side of the site below the 
Madison Drive grade level. 
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SUMMARY 


Detailed planning for the building and its specialized exhibits has 
been completed and final working drawings and specifications are 
expected to be completed by March 30. 

The plans indicate that the new structure will provide a museum 
building that will for the first time allow the unique collections of the 
Smithsonian to be seen in an adequate way now and in the future by 
countless millions of Americans. 


O 
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STUDY OF THE EFFECTIVENESS OF GOVERNMENTAL 
ORGANIZATION AND PROCEDURE IN THE CONTEST 
WITH WORLD COMMUNISM 


- 


May 20, 1959.—Ordered to be printed 


Mr. HenninoGs, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res, 115] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 115) authorizing the Committee on Govern- 
ment Operations to make a study of the effectiveness of governmental 
organization and procedure in the contest with world communism, 
and providing additional funds therefor, having considered the same, 
report favorably thereon without amendment and recommend that 
the resolution be agreed to by the Senate. 

This resolution would authorize the expenditure of not to exceed 
$60,000 by the Committee on Government Operations from the date 
of approval of the resolution through January 31, 1960, to make 
studies as to the efficiency and economy of operations of all branches 
of the Government with particular reference to— 

(1) The effectiveness of the present organizational structures 
and operational methods of agencies and instrumentalities of the 
Federal Government at all levels in the formulation, coordination, 
and execution of an integrated national policy for the solution of 
the problems of survival with which the free world is confronted 
in = contest. with world communism; 

(2) The capacity of such structures and methods to utilize 
with maximum effectiveness the skills, talents, and resources of 
the Nation in the solution of those problems; and 

(3) Development of whatever legislative and other proposals 
or means may be required whereby such structures and methods 
can be reorganized or otherwise improved to be more effective in 
formulating, coordinating, and executing an integrated national 
policy, and to make more effective use of the sustained, creative 
thinking of our ablest citizens for the solution of the full range of 


84008 








2 EFFECT OF GOVERNMENTAL ORGANIZATION AGAINST COMMUNISM 


problems facing the free world in the contest with world com- 
munism. 

The study contemplated by this resolution will be concerned with 
the appropriateness and the adequacy of current governmental 
machinery for producing and implementing the integral national policy 
needed to cope with the Sino-Soviet challenge. The study will involve 
analysis and evaluation of organizational structures and operational 
methods of government rather than the substance of national policies 
as such. The Committee on Rules and Administration is aware that 
collateral substantive issues reside within the jurisdictions of other 
Senate committees, but has the assurance of the Committee on 
Government Operations that the objectives within the scope of this 
resolution will be pursued with the full cooperation and coordination 
of committees of the Senate primarily endowed with related substan- 
tive jurisdiction. In this way duplication of effort, unnecessary ex- 
pense, and multiple recommendations can be avoided. 

Additional information relative to the purposes and scope o: the 
proposed study is contained in a letter authorized by the Committee 
on Government Operations, to Senator Thomas C. Hennings, Jr., 
chairman, Committee on Rules and Administration, from Senator 
Henry M. Jackson, chairman, Subcommittee on National Policy 
Machinery of the Committee on Government Operations, which letter 
and accompanying budget are as follows: 


U.S. SENATE, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
May 4, 1959. 
Hon. Tuomas C. HeENniNGs, Jr., 
Chairman, Committee on Rules and Administration, 
U.S. Senate, Washington, D.C. 

My Dear Senator: Reference is made to Senate Resolution 115, 
86th Congress, Ist session, which was introduced in the Senate on 
May 5, 1959, requesting funds for studies as to the effectiveness of 
present governmental organization and procedures for the develop- 
ment and execution of national policy for survival in the contest with 
world communism. The requested funds would cover the period 
from the date of approval of the resolution to January 31, 1960. 
Prior to submitting this resolution to the Senate, it was reported 
favorably by the Committee on Government Operations. 

Attached hereto is an estimated budget for this study. It is esti- 
mated under this budget that it will require $60,000 to carry on this 
study during the present year. 

Many have questioned whether our Government has appropriate 
machinery for producing and implementing the integral national 
policy needed to cope with the overall challenge of Soviet power and 
the cold war. Time and again we substitute last-minute trial and 
error decisions for orderly planning. In one critical field after another 
we fail to think ahead. Where problems cut across many fields, we 
end up with poorly coordinated and often conflicting policies. 

There is general agreement that the ged and skill to produce 
national policies equal to the Sino-Soviet challenge are here. But in 
large part this talent is not being focused on, the burning issues of 
national policy. Our country contains an invaluable reservoir of 
talent, now going largely untapped. 
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Our shortcomings in these respects have long been apparent and 
eannot be placed at the door of any one administration. Today, 
however, the life and death contest in which we are engaged no 
longer permits the luxury of second-rate policymaking or policy 
implementation. 

Members of the Government Operations Committee believe that 
a highly useful purpose can be served by a thorough, objective, and 
nonpartisan review of our present governmental mechanisms for 
national policy development, coordination, and execution. 

The study will try to do three things: 

Review the effectiveness of present organizational structures 
and operational methods of agencies and instrumentalities of the 
Federal Government at all levels in the formulation, coordina- 
tion, and execution of an integrated national policy for the 
solution of the problems of survival by which the free world is 
confronted in the contest with world communism; 

Review the capacity of such structures and methods to utilize 
with maximum effectiveness the skills, talents, and resources of 
the Nation in the solution of those problems; and 

Recommend whatever legislative and other means, methods, 
and action may be required whereby such structures and methods 
can be reorganized or otherwise improved to be more effective in 
formulating, coordinating, and executing an integrated national 
policy, and to make more effective use of the sustained, creative 
thinking of our ablest citizens for the solution of the full range 
of problems facing the free world in the contest with world 
communism. 


The study is being made by the Government Operations Committee 
in accordance with its jurisdiction under rule XXV of the Standing 
Rules of the Senate, providing that the committee shall have the duty 
of— 


* * * * * * x 


“B. Studying the operation of government activities at all 
levels with a view to determining its economy and efficiency ; 
“C. Evaluating the effects of laws enacted to reorganize the 
legislative and executive branches of the Government * * *.” 
I shall be available to give the committee any further information 
desired. 
Thanking you for your cooperation and with kind regards, | am, 
Sincerely yours, 
Henry M. Jackson, 
Chairman, Subcommittee on National Policy Machinery. 
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Budget 
Monthly Total for 
Position Number | Base salary | Gross salary salary period of 
(per annum) | (per annum) (gross) budget 
(gross) 
STAFF 

SE asd weneteotdnacnaces= 1 $8, 040 $15, 044. 83 $1, 253. 73 $10, 656. 60 
CeO ids 55 nto dS So cigs ennssss &10 @) () (@) 7, 000. 00 

Editorial and research: Staff mem- 
BOER, « coco ene csctbb Acbivbdbaccdde 2 12, 360 24, 008. 04 2, 000. 66 17, 000. 00 

Administrative and clerical: 

ged cee ekcteen ocaain 1 3, 000 6, 308. 12 525. 67 4, 467. 80 

Assistant clerk (secretary to 
8 ent 1 2, 880 6, 082. 04 506. 83 4, 308. 00 
Stenographer...................- 1 2, 880 6, 082. 04 506. 83 4, 308. 00 
Pn See IEE. . ccnendcccumiadencscknectabottscadsueesdbdpreblnbtenthagassesd 47, 740. 40 

ADMINISTRATIVE 

Contribution to civil service retirement fund (6% percent of total salaries paid) _...........- 2, 400, 00 
Reimbursable payments to agencies... .. once sone cc eww cece connec eseceewecceeccccecenes 4, 000. 00 
Rravel Cnclusive Of Geld IN VesIsAGlONS) ... cee mocccescencescecnenseccecenacscsocecenconcass 2, 500. 00 
PROTEINS CUCU OO OF CONOUNUEN SOOE) oi. oGeideS ccccbewivisccteccdcbiscsabuucocuencccuscosata’ 2, 100. 00 
RRR, CRIS CII do tn ncpertendcicnecetccerepheedyiuaneeesnetetpebednqnccnessugy 500. 00 
COIERIIELORE COERIIIONG, CONTE acne ctocccuncpescccesesresseaswbacaseesctceccepsecse 500. 00 
Cs Fam Fs kb ob c chiiigekce nbd sb gbosdccnidebadsécanbotsedb ind pedibboesesnesstébosee 259. 60 
Subtotal, Sth istestl VS SEPM ae on occee cai dsncsccwsscscddabs docsusctouddsccccsnsee 12, 259. 60 


"I. «dd dnenemenceunnaadannnemagenbtnatbebapibertaktseepareiateouatssibiastalusa 
Fund requested, 8. Res. 115. 








i Temporary as required on a consultants’ fee basis. 


O 


> 


_ ih Gb tee ce a ee 


mn: —- ee a, 


Calendar No. 290 


86TH CoNGRESS ; SENATE Report 
1st Session No. 303 


EQUAL RIGHTS FOR MEN AND WOMEN 


May 20, 1959.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany S.J. Res. 69} 


The Committee on the Judiciary, to which was referred the bill 
(S.J. Res. 69) proposing an amendment to the Constitution of the 
United States relative to equal rights for men and women, having 
considered the same, reports favorably thereon, without amendment, 
and recommends that the joint resolution do pass. 


PURPOSE 


The purpose of the proposed legislation is to submit an amendment 
to the State legislatures which, if adopted, would insure equal rights 
for men and women. 

STATEMENT 


This is a well-known proposal, designed to assure equal rights for 
men and women. Similar legislation has been introduced in the 
Congress since 1923 following the adoption of the equal-suffrage 
amendment to the U.S. Constitution. The equal-suffrage amendment 
prohibits inequality in voting rights on account of sex. The proposed 
amendment would prohibit inequalities under the law on account of 
sex and thereby complete the movement for equality for women begun 
by the adoption of the equal-suffrage amendment. 

The language of the amendment parallels the language of the 19th 
amendment. Like the 14th and 19th amendments, its prohibitions 
are directed against the acts of Government and its agents and 
agencies. It does not apply to acts of individuals unless such acts 
are undertaken in concert with officials of Government. It is designed 
to establish equality of treatment, particularly in matters of em- 
plovment. 

Throughout the years, various congressional hearings have been 
conducted on the equal-rights proposals. The Standing Subcom- 
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mittee on Constitutional Amendments conducted further hearings 
during the last Congress, although similar legislation has been reported 
by the committee on a number of occasions, including the 80th, 81st, 
82d, 83d, and 84th Congresses. At its meeting on March 9, 1959, the 
subcommittee concluded that no further hearings were necessary, 
In the 8ist Congress and 83d Congress, the equal-rights amendment 
passed the Senate with an amendment, only to die without action by 
the House of Representatives. 

In addition, major political parties in recent years have several 
times pledged support of this amendment. A number of nationwide 
organizations are working for its adoption. Among these are: 

National Women’s Party 

National Federation of Business and Professional Women’s 
Clubs 

American Medical Women’s Association, Inc. 

Association of American Women Dentists 

American Federation of Soroptimist Clubs 

American Association of Women Ministers 

Alpha Iota Sorority (graduates of business colleges) 

General Federation of Women’s Clubs 

National Association of Women Lawyers 

The Wheel of Progress 

Ladies of the Grand Army of the Republic 

The United Nations Charter, to which the United States is a signa- 
tory, states in the preamble, as one of its objectives, the reaffirmation 
of faith in the equal rights of men and women. As a signatory to this 
charter the United States has subscribed to its principles, including 
those expressed in the preamble. However, as pointed out by sup- 
porters of this amendment, this Nation has not kept pace with other 
nations, notably Egypt, Burma, Greece, Japan, Western Germany, and 
Pakistan, all of whom have given constitutional equality to women. 

The Committee on the Judiciary believes that this proposed amend- 
ment throughout the years has received thorough consideration. Con- 
sequently, in accordance with its previous recommendations on prior 
proposals to achieve the same objective, the committee is recommend- 
ing that the legislation be favorably reported in order that the matter 
may be submitted to the Senate for its consideration. 


O 
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DISTRICT OF COLUMBIA APPROPRIATION BILL, 1960 
May 21, 1959.—Ordered to be printed Se 


Mr. Pastors, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H.R. 5676] 


The Committee on Appropriations, to whom was referred the bill 
(H.R. 5676) making appropriations for the government of the Dis- 
trict of Columbia and other activities chargeable in whole or in part 
against the revenues of said District for the fiscal year ending June 
30, 1960, and for other purposes, report the same to the Senate with 


various amendments and present herewith information relative to the 
changes made: 





Amount of bill as passed House__..._.....--..----- $237, 186, 112 
Amount of increase by Senate__......--....-.------ 4, 383, 290 
Amount of bill as reported to Senate__...._.__.. 241, 569, 402 
Amount of regular and supplemental estimates for 
PE ice rs = . wai eeow Maleaien ti beth chasab pec eins ceaardickes seeped cm 
Amount of appropriations, 1959__.........--.------ 218, 374, 177 
The bill as reported to the Senate— 
Under the estimates for 1960___.........------ 4, 420, 598 
Over the appropriations for 1959___._-_..--.--- 23, 195, 225 


GENERAL STATEMENT 


The bill provides a total of $241,569,402 for the 1960 expenses of 
the District of Columbia government. This sum exceeds the 1959 
comparable total by $23,195,225, is $4,420,598 under the total revised 
1960 budget estimates, and is $4,383,290 over the House allowances. 
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A summary of the appropriation bill, by type of expense, follows: 











Senate Senate in- 
1959 appro- | 1960 revised | House bill committee | creases over 
priations estimates recommen- House bill 
dations 
Operating expemses.............-. $183, 872, 077 | $195, 767, 000 | $192, 546,112 | $194, 835, 002 $2, 288, 890 
SET vccutctincecenanne 34, 502, 100 50, 223, 000 44, 640, 000 46, 734, 400 2, 094, 400 
ci ttcidddndaamenn 218, 374,177 | 245,990,000 | 237,186,112 | 241, 569, 402 4, 383, 200 


The major increases in operating expenses involve the Department 
of General Administration, $219,000, Public Schools, $68,000, Depart- 
ment of Public Health, $106,964, the Department of Public Welfare, 
$161,201 and $1,543,000 in wage board increases. For capital outlay, 
the major item is the construction of a combination masons build- 
ing for the public school system, shop facilities for the Department of 
Buildings and Grounds, and a record center at a total cost of 
$1,767,000. 

The amounts recommended by the committee include the full cost 
of the increased pay costs for the fiscal year 1960 which is somewhat 
larger than the amounts for fiscal year 1959. Although the difference 
is being absorbed by the District Government on an austerity program 
basis for the balance of fiscal 1959, the committee does not believe 
this practice should be continued in fiscal 1960. 


FEDERAL PAYMENTS AND LOANS 


The committee recommends that the Federal payment to the general 
fund of the District of Columbia be approved in the amount of $27 
million. This sum is $2 million above the House allowance, but 
$5 million under the total authorized for this purpose by Public 
Law 451, 85th Congress. 

In approving the additional sum, the committee recognizes the fact 
that expenditures paid from this fund have been increased consider- 
ably due to legislative pay changes, and the essential pon Year or 
improvement of services in many of the departments in order to cope 
with the workload. The Federal Government should pay its fair 
share of these added costs imposed upon the District government at 
this time. Further, the increased Federal payment seems justified in 
view of the amendments proposed to the House bill in the amount of 
$4,383,290 and the estimated surplus of only $20,292 that will be 
available on June 30, 1960. 

The committee agrees with the House on the Federal payments to 
the other funds as follows. 


Water fund_______- a ES ea al Si a ha a $1, 532, 000 
Danittars esta Works: HAG. | .ii3t. 4i5a obaGs- bs keend+g-anhornue 686, 000 


Respecting the Treasury loans proposed in the House bill the com- 
mittee has approved the $13,100,000 highway fund authorization, 
and the $1,200,000 water fund authorization. For the loan to the 
general fund, the committee recommends $20 million instead of 
the $19,500,000 House allowance, an increase of $500,000 to help 
defray the costs of the warehouse, shop facilities and record center 
project. 
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REVENUES, OBLIGATIONS, AND SURPLUS 


In the bill recommended to the Senate, the estimated surplus as of 
June 30, 1960, is $3,260,561 distributed by funds as follows: 


Gpemernl fund see doce cet dbo owt UO Ali. oe On $20, 292 
Peaeewery Tin ol ook Skee eo edb dil tO eee 525, 678 
Tne Bete 65 i515 53 po sin Sun eee ote hd amendrem ated ens oan ae — 180, 607 
Ganitary sewage works fOnd.. caccneoncp deosdbucd<benpendousnsch — 66, 707 
Motor vehide parking fund, . 2s osnn Secapecdquunedouctnestebeond 2, 961, 905 


It is the understanding of the committee thet the deficit in the 
water fund will be eliminated by returning unobligated balances in 
the capital outlay program to surplus and that the deficit in the sani- 
tary sewage works fund will also be eliminated by adjustment of 
programs. 

The House bill included the amount of $4,422,000 pf capital outlay 
projects to be available for expenditure in fiscal year 1961. The 
committee has increased this amount to $7,389,000. The difference 
is $2,967,000 and consists of $1,500,000 in items approved by the 
House and $1,467,000 in projects added by the committee. 


OPERATING EXPENSES 


Executive office—The committee recommends an appropriation of 
$605,000, an increase of $29,000 over the House allowance and 
$70,000 under the total budget estimates. The additional sum will 
provide $4,000 for the salary and related expenses of a clerk-typist in 
the Board of Appeals and Review; $15,000 for costs of a study of the 
downtown® business area, as requested in supplemental estimate 
(S. Doc. 21), and $10,000 to enable the District government to 
make preliminary preparations for participation in the golden 
anniversary of the White House Conference on Children and Youth. 

Department of General Administration.—For this department the 
committee recommends the total sum of $5,229,000, which is $219,000 
over the House allowance but $152,000 below the revised budget 
estimates for 1960. The increase of $219,000 will provide $16,000 for 
three additional employees needed in the administrative services 
activity because of the increased workload in real property adminis- 
tration; $25,000 in the Finance Division to provide additional person- 
nel needed in the various tax units; $15,000 for costs in administer- 
ing workmen’s compensation, $19,000 for the salaries and related 
expenses of three tax auditors required to perform audits and other 
duties in administering the tax on wines, pursuant to Public Law 
85-558 approved July 25, 1958, and $144,000 for increased costs of 
payments of unemployment compensation to former employees of 
the government of the District of Columbia. The House bill provides 
$156,000 for such unemployment compensation and with the recom- 
mended addition of $144,000, a total of $300,000 would be available 
in the fiscal year 1960, which sum is the same as provided in 1959. 

Office of Corporation Counsel.—The committee recommends for this 
office the sum of $770,000, or an increase of $30,000 over the House 
allowance and $36,000 below the total revised estimates requested for 
1960. Included in the increase is $6,000 of the $12,000 requested for 
salaries and expenses of additional personnel needed because of the 
increased workload, and $24,000, the supplemental estimate submitted 
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in Senate Document 21, for additional personnel required because of 
the nonsupport workload from juvenile court. 

Regulatory agencies.—For the various activities included under this 
head, the committee has approved the sum of $1,577,000, or an increase 
of $13,000 over the House allowance, but $23,000 below the total 
budget estimates for 1960. The additional sum is to permit the em- 
ployment of two safety inspectors required in the enforcement of the 
safety programs planned for fiscal year 1960. 

Public schools —The committee has approved the sum of $46,753,000 
for operating expenses in the fiscal year 1960. This sum is $68,000 
over the House allowance, and will provide $60,000 for establishment 
of a new national defense educational program, a matching fund 
project authorized in 1958, and requested in supplemental estimate, 
Senate Document 21, and $8,000 for costs of part-time clerical service 
and related items in the library of the District of Columbia Teachers 
College. 

For the elementary school lunch program, the committee has ap- 
proved the Commissioners’ request of $133,000 for the establishment 
of a pilot program to feed approximately 1,000 children in 11 elemen- 
tary schools rather than $266,000 proposed by the House for such 
program. 

Recreation Department.—For this Department, the committee 
recommends $2,669,200, or an increase of $44,200 over the House 
allowance, but $49,800 under the budget estimate. The additional 
sum is essential to cover the costs of staffing the five new units to 
become available for operation of recreation programs at Benning- 
Stoddert, Lily Ponds, Brentwood, Greenleaf, and Hardy areas. 

Fire Department.—The committee has approved the employment 
of a part-time psychiatrist within the recommended allowance of 
$10,547,000 for operating expenses of the Department during the 
fiscal year 1960. 

Office of Civil Defense-—The committee recommends $85,000 for 
operating expenses of the office in fiscal year 1960. This sum is 
$25,000 over the House allowance, $32,000 below the budget estimate, 
and $350 above the total appropriated in 1959. The additional sum 
will permit the implementation of the District of Columbia civil 
defense plan, completed during the past year through employment of 
additional personnel and defraying of other related costs. 

Courts—The committee has approved the sum of $5,405,525, an 
increase of $9,525 over the House allowance and $58,475 below the 
budget estimate requested for operating expenses of the five courts 
for the fiscal year 1960. The additional sum will permit the purchase 
of machine equipment needed in the offices of the municipal court. 

The restoration request of $31,000 for the juvenile court to provide 
five additional positions and related costs has been denied. In this 
connection, the committee recognizes that the workload of the court 
is subject to redistribution under the bill recently passed by the Senate 
to provide for two additional judges. 

Department of Public Health —The committee recommends the total 
appropriation of $34,936,076 for operating expenses of the department 
in the ensuing fiscal year. This sum is $106,964 above the House 
allowance and $318,924 below the total budget estimate. The in- 
crease of $106,964 will provide $12,000 for improvement of adminis- 
trative services; and $77,500 for mental health to enable the recently 
expanded program to function more efficiently. It is recognized that 
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during the period of reorganization there was some drop in actual 
_treatment cases, but the committee feels that a more realistic approach 
to this problem of mental health is now possible under this present 
program. The increase also provides $10,464 in the medical charities 
program to permit the Washington Home for Incurables, the Christ 
Child Home, and the Children’s Convalescent Home to receive re- 
imbursement from the District government at the rate of $9 per 
day instead of $8.50, the House report recommendation, and $8 the 
budget estimate for 1960. The remaining increase of $7,000 is for 
costs of operating the Dog Pound. 

Department of Public Welfare——The committee recommends an 
appropriation of $17,453,201 for operating expenses in the fiscal year 
1960. This sum is $161, 201 over the House allowance and is dis- 
tributed as follows: y 


- 
For a personnel clerk in the administrative office._.............-.----- $4, 000 
For additional personnel and related costs in the Public Assistance Divi- 
For increased rates for board and eare of children under the supervision 
of the Child Welfare Division 
wor saditional staff at Junior Ville... «..226. 252 eek ckcensscccicn 46, 801 
For additional staff of new buildings at Children’s Center___.-.-..----- 20, 000 





















Department of Licenses and Inspections.—The committee recom- 
mends the sum of $2,314,000 for operating expenses of the six activi- 
ties in the department. This sum is $40,000 over the House allow- 
ance, and $84,000 below the budget estimate. The additional 
amount is necessary to help defray the costs attendant to the in- 
creased workload in the various divisions. 

Personal services, wage-scale employees —The committee has ap- 
proved the sum of $1,543,000 requested in supplemental estimate 
(S. Doc. 21) to pay the increases authorized by the Commissioners 
for wage scale employees of the District of Columbia government for 
the fiscal year 1960. 

CAPITAL OUTLAY 







Public building construction.—The committee has approved the sum 
of $13,866,400 for capital outlay items in the fiscal year 1960. This 
sum is an increase of $2,044,400 over the House allowance and $683,600 
below the revised budget estimate. The additional sum is distributed 
as follows: 









Public schools: 
Lenox Elementary School addition (equipment).........-.-.-. $10, 100 
Maury elementary school addition (equipment) 6, § 
Permanent improvements of science laboratories, Eastern Senior 

High School 











Public welfare: 
Ventilating systems, en and 2 cottages, District Training 


School _ tii i igh hc osctoo 137, 800 
Replace s: anit iry sewers, District Tre 1ining We hcctindiusens 14, 600 
DOG, DUNG WOUND. oo < os oes sSica teh ce cms de cutee sees 152, 400 
Department of Buildings and Grounds: Warehouse, shop tacilities, and 
en ae ae ee ee Ee er eee 1, 767, 000 
National Zoological Park (safety projects) ........-.-.------------ 86, 000 








Total, public building construction amendments recommended. 2, 044, 400 
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Department of Highways.—The committee has approved the sum 
of $18,039,000 for the Department of Highways and Traffic. In this 
appropriation is the amount of $880,000 for the Glover-Archbold * 
Parkway. Subsequent to the action of the House in allowing this 
item, this committee received an extraordinary amount of oral testi- 
mony and also communications protesting the building of this road. 
Desirous of recognizing the interest and public spirit of the citizens, 
the committee made a request of the Engineer Commissioner as to 
the possibility of some alternate site for a road which would serve 
the District in this area of major traffic congestion. He replied, in 
part, as follows: 

The parkway is an indispensable feature of our traffic pattern. The 1948 
agreement with the National Park Service states that the parkway is considered 
essential to provide additional and improved traffic facilities in the District of 
Columbia, and to provide adequate facilities for vehicular access for the extensive 
park area south of Massachusetts Avenue as a scenic parkway so that the area 
may be used for the pleasure of the great number of people who will visit it. 

There is no sensible alternate solution for handling traffic. Deferment or delay 
in the construction of the parkway would perm‘t the traffic to continue to pile 
up and defer the reasonable use of the park as a recreation area and as a traffic 
facility. 

The decision on this item was particularly difficult in view of the 
deep interest of the citizens in preserving the area in its natural state. 
However, recognition of the careful work of the Department of High- 
ways under the direction of the Engineer Commissioner in planning 
these construction projects so as to bring to the District the best 
answer to its difficult traffic problems makes it clear that no solution 
other than Glover-Archbold Parkway is feasible. 

Motor Vehicle Parking Agency.—The committee recommends an 
appropriation of $175,000, an increase of $50,000 over the House 
bill, for this activity. This additional sum is necessary to conduct a 
survey of parking conditions throughout the District of Columbia. 
It is the desire of the committee that this program be directed to a 
practical solution of the parking problems of the District which will 
not include underground parking in fringe areas. The committee 
again directs the Commissioners to submit a report, prior to the 
hearings on the 1961 fiscal year bill, as to the application of the 
surplus that is continually increasing in the motor vehicle parking 
fund. The $800,000 requested for the purchase of a site for an 
underground parking facility in the vicinity of 2ist and E Street 


NW. has been disallowed. 
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Calendar No. 292 


86TH CoNGREsSS SENATE Report 
1st Session No. 305 





TREASURY AND POST OFFICE DEPARTMENTS AND TAX 


COURT OF THE UNITED STATES APPROPRIATION BILL, 
FISCAL YEAR 1960 


May 21, 1959.—Ordered to be printed ~ 


Mr. Rosertson, from the Committee on Appropriations, submitted 
the following 


REPORT 


[To accompany H.R. 5805] 


The Committee on Appropriations, to whom was referred the bill 
(H.R. 5805) making appropriations for the Treasury and Post Office 
Departments and the Tax Court of the United States for the fiscal 
year ending June 30, 1960, and for other purposes, report the same 
to the Senate with various amendments and present herewith infor- 
mation relative to the changes made: 


Amount of bill as passed House__............-.-- $4, 628, 097, 000 
Amount of increase by Senate.............----.-- 35, 061, 600 

Amount of bill as reported to Senate_._.__-- 4, 663, 158, 600 
Amount of estimates, 1960__.........-.-----.---. 4, 688, 327, 000 
Amount of appropriations, 1959__....-.....-.---- 4, 423, 472, 950 


The bill as reported to the Senate: 
Under the estimates for 1960_........_._-.-- 25, 168, 400 


coceneabeat 239, 685, 650 


84006 








2 TREASURY AND POST OFFICE APPROPRIATIONS, 1960 


Title I—Treasury Department: 





Amount of bill as passed House__........---- $779, 402, 000 


Amount of increase by Senate 


ive en dpe dhstsin phases 4, 663, 000 


Amount of bill as reported to Senate_....--- 784, 065, 000 


Amount of estimates, 1960 
Amount of appropriations, 1959 
Title I, as reported to the Senate: 

Under the estimates, 1960 


Over the appropriation, 1959 


Title II—Post Office Department: 


Ti beth Ti oh 787, 712, 000 
pakh Reeniieneents 755, 808, 050 


aie we pho Giaie wip ole ties 3, 647, 000 
siiedhcinsalaincdg nts 28, 256, 950 


Amount of bill as passed House_..-.--.------ 3, 847, 160, 000 


Amount of increase by Senate 


Amount of bill as reported to Senate 


Amount of estimates, 1960 


nila diendiinmenls «tbniedey 30, 398, 600 


Le. dn 3, 877, 558, 600 
Lene saekabaapee 3, 899, 080, 000 


Amount of appropriations for 1959_.....----- 3, 666, 143, 400 


Title I], as reported to the Senate: 


Under the estimates, 1960 


sithiteebpneieinb at 21, 521, 400 


Over the appropriation, 1959_.......---. 211, 415, 200 





TREASURY AND POST OFFICE APPROPRIATIONS, 1960 3. 
Title I1I—Tax Court of the United States: 
Amount of bill as passed House_......_..._-- $1, 535, 000 


Amount of increase by Senate 


Amount of bill as reported to Senate_...__-- 1, 535, 000 
Amount of estimates, IGGU. ... . «inncccnecec<o 1, 535, 000 
Amount of appropriations, 1959_...---- Bete 1, 521, 500 
Title III, as reported to the Senate: ar 

The same as the budget estimate__....... --..-.-.-.---- 
Over the appropriation, 1959_.....-.---- 13, 500 


GENERAL STATEMENT 


The bill as recommended by the Senate committee contains a total 
of $4,663,158,600. This is an increase of $35,061,600 over the amount 
of $4,628,097,000 recommended by the House and a decrease of 
$25,168,400 under the budget estimates for 1960 of $4,688,327,000. 

For the Treasury Department, the bill recommends an appropria- 
tion of $784,065,000. This is an increase of $4,663,000 over the 
amount of $779,402,000 recommended by the House and a decrease 
of $3,647,000 under the budget estimates for 1960 of $787,712,000. 

For the Post Office Department, the bill recommends an appropria- 
tion of $3,877,558,600, which is an increase of $30,398,600 over the 
amount of $3,847,160,000 recommended by the House and a decrease 
of $21,521,400 under the budget estimates for 1960 of $3,899,080,000. 

For the Tax Court of the United States, the bill recommends an 
appropriation of $1,535,000, the budget estimate for 1960, and the 
amount recommended by the House. 

Permanent indefinite appropriations are not carried in the bill. 
The 1960 estimates of the Treasury Department in this category are 
$8,775,166,000. This is an increase of $501,187,000 from the 1959 
estimates of $8,273,979,000. Of this total $8 billion is for interest 
on the public debt, an increase of $500 million from the 1959 estimate 
of $7,500 million. 

Trust funds, also, are not carried in this bill. The 1960 estimate 
of the Treasury Department in this category is $13,544,231,000. 
This is an increase of $2,336,945,000 over the 1959 appropriation 
estimate of $11,207,286,000. Of the total trust fund estimate for 
1960 by the Treasury Department, an amount of $10,456,515,000 is 
for the Federal old-age and survivors insurance trust fund. This is 
an increase of $2,018,993,000 over the 1959 appropriation estimate 
of $8 437,522,000. 

Details of the items comprising the Treasury Department’s esti- 
mates for the general and special funds and the trust funds may be 
found in the tables included in this report. 








4 TREASURY ‘AND POST OFFICE APPROPRIATIONS, 1960 
TITLE I—TREASURY DEPARTMENT 


Appropriations totaling $784,065,000 are recommended in the 
scoomepeny re bill for the regular ‘annual requirements of the Treasury 
Department for fiscal year 1960. . This is a decrease of $3,647,000 in 
the estimates and an increase of $4,663,000 over the House allowance 
of $779,402,000. The amount recommended is $28,256,950 more than 
the 1959 appropriations. 


OFFICE OF THE SECRETARY 
SALARIES AND EXPENSES 


The committee concurs with the House in recommending $3,300,000, 
the budget estimate, for this item. The amount recommended is 
$3,100 under the amount appropriated for fiscal 1959. 


BurEAvU oF AccouUNTS 
SALARIES AND EXPENSES 


The committee recommends $3,464,000 for this item. This is the 
full amount requested and the amount of the House bill. The Bureau 
maintains the central revenue, appropriation, and expenditure ac- 
counts; prepares the central financial reports of the Government; and 
performs other fiscal functions. 


Division oF DisBpurRsEMENT 


The bill includes $22 million for this item. The amount recom- 
mended is $500,000 over the House allowance of $21,500,000. ‘The 
Division of Disbursement makes payments for civilian Federal agen- 
cies, except the Post Office Department and certain Government cor- 
porations, and issues savings bonds for Federal employees under the 
payroll savings plan. 

The amount recommended is $815,400 over the 1959 allowance and 
$280,000 under the estimate. 


Bureau or Pusuic Dest 
ADMINISTERING THE PUBLIC DEBT 


The committee concurs with the House recommendation of $47 
million for this item. The amount recommended is a decrease of 
$500,000 under the budget estimate of $47,500,000 and a decrease of 
$332,900 from the appropriation for fiscal vear 1959. 

This appropriation provides funds of public debt operations and 
the promotion of the sale of U.S. savings bonds and stamps. 
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OFrFrice OF THE TREASURER 
SALARIES AND EXPENSES 


The committee recommends $17,500,000 for the Office of the 
Treasurer of the United States for fiscal year 1960. The amount 
recommended is $250,000 under the budget estimates and $469,000 
under the amount available for fiscal 1959. ‘The committee’s recom- 
mendation is the same as that of the House. 


Bureau or Customs 
SALARIES AND EXPENSES 


The committee recommendation for this item is $53,865,000, the 
budget estimate, and the amount in the House bill. In concurring 
with the House, the committee’s action will provide for an increase of 
approximately 138 in average employment needed to meet the in- 
creasing merchandise and passenger workload. 


INTERNAL REVENUE SERVICE 
SALARIES AND EXPENSES 


The committee recommends $364,631,000 for this Service. This 
amount is $869,000 under the budget estimate of $365,500,000 and an 
increase of $1,631,000 over the House allowance of $363 million. 
The committee’s action provides for an increase of 580 in average 
employment. In making this recommendation the committee directs 
that the additional amount over the House allowance be specifically 
used for the hiring of auditors and clerks, and not less than 100 addi- 
tional revenue agents. 


3uREAU OF NARCOTICS 
SALARIES AND EXPENSES 


The committee concurs with the House in recommending $4,080,000, 
the budget estimate for the Bureau. This amount is a modest increase 
of $19,450 over the amount available for fiscal 1959. The Bureau 
investigates, detects, and prevents violations of the Federal narcotic 
and mariluana laws and related statutes. 


U.S. Secret SERVICE 
SALARIES AND EXPENSES 


The committee recommends an appropriation of $4,032,000 for this 
item. ‘This is a decrease of $68,000 in the estimate and an increase of 
$284,600 over the 1959 amount. The amount recommended is $32,000 
over the House bill. 

This slight reduction in the budget estimate is applied against 
increases sought for clerical personnel. The committee’s action pro- 
vides for an increase of approximately 47 additional agents and funds 
for replacing 14 automobiles and for purchasing additional cars. 
This will serve to strengthen the protection details assigned to the 
President’s family and the Vice President and provide additional 
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agents to cope with the upsurge of counterfeiting and to increase the 
investigation of claims arising as the result of forgery and alteration 
of Government checks and bonds, thereby reducing the backlog of 
pending cases. 

Waite Hovse Potice 


SALARIES AND EXPENSES 


The committee recommends $1,055,000, the budget estimate, for 
this item. The amount recommended provides for additional police 
to extend protection to Presidential files and those offices in the Execu- 
tive Office Building occupied by members of the White House staff. 
In making this recommendation the committee expects, as does the 
House, that the expansion will remain limited and that duplication of, 
and conflict with, guard services provided by the General Services 
Administration will be avoided. 


Guarp Force 
SALARIES AND EXPENSES 


The committee concurs with the House in recommending the budget 
estimate of $338,000 for this item. 


BuREAU OF THE MINT 


The committee recommends $4,300,000, the budget estimate, for 
this Bureau. The amount recommended is the same as the House 
allowance and equal to the appropriation for fiscal 1959. 


U.S. Coast Guarp 
OPERATING EXPENSES 


The committee concurs with the House in recommending $189 
million for this item. The amount recommended is $9,500,000 over 
the amount appropriated for fiscal 1959 and $1,780,000 under the 
estimate. The committee’s action will provide for an approximate 
increase of 448 in average employment. 

It is the sense of the committee that the application of an annual 
accrued expenditure limitation to this annual appropriation is neither 
desirable nor advantageous and therefore, concurs with the House in 
deleting the proviso. 


AcqulIsITION, CONSTRUCTION, AND [IMPROVEMENTS 


The committee recommends $24,500,000, the budget estimate, for 
this item. The amount recommended is an increase of $2,500,000 
over the House allowance of $22 million and $6,350,000 over the 1959 
amount. 

The House report makes clear that recommendation to reduce the 
Coast Guard’s request for this item was basedemainly on the under- 
standing that construction of replacement craft for deteriorated patrol 
boats would not go forward at the planned rate because specifications 
for the new vessels were not yet available at the time of the House 
hearings. 
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Witnesses appearing before this committee testified that subsequent 
to House action, plans and specifications have been completed, and 
it is now possible to initiate construction immediately. In recom- 
mending $2.5 million over the House allowance, the committee is 

roviding $2 million for the construction of seven replacement patrol 
Beata and $500,000 for the establishment of miscellaneous aids to 
navigation. It is the view of the committee that a reduction of $2.5 
million in this appropriation, at this time, would jeopardize these 
programs both operationally and economically 

Appropriations under this head are authorized to remain available 
until expended and therefore the committee recommends application 
of an annual accrued expenditure limitation of $20 million to this 
account to determine any possible advantages or disadvantages. 


- 


Retirep Pay 


The committee concurs with the House in recommending $29,500,000 
for this item. The amount recommended is $400,000 under the 
budget estimate and $1 million over the amount appropriated for 
fiscal 1959. 

Reserve TRAINING 


The committee recommends $15,500,000, the House allowance, 
for this item. The recommended amount is an increase of $500,000 
over the amount appropriated for fiscal 1959 and the amount requested 
for fiscal 1960. 

This committee has been concerned for some time about the inade- 
quate facilities at the Coast Guard Academy at New London, Conn., 
for the regular activities of the Academy end the additional activities 
of the Reserve training program. The amount provided in this appro- 
priation bill will enable the Coast Guard to utilize the facilities being 
given up by the Navy at the former Mine Warfare School at York- 
town, Va., for training Reserve and temporary officer candidates, 
Regular officers recruited from the merchant marine, officers for the 
merchant marine safety program, and reservists on their 15-day active 
duty for training. In addition the Coast Guard is investigating the 
feasibility of using the center as a supplementary facility for training 
enlisted reservists under the 6-month active duty program. 


LIQUIDATION oF CorporRATE ASSETS 
RECONSTRUCTION FINANCE CORPORATION LIQUIDATION FUND 


The committee concurs with the House in recommending an 
authorization of $90,000 for this item. 


TITLE I1—POST OFFICE DEPARTMENT 


Appropriations totaling $3,877,558,600 are recommended in the 
accompanying bill for the regular annual requirements of the Post 
Office Department for fiscal year 1960. This is a decrease of $21,521,- 
400 in the estimates and an increase of $30,398,600 over the House 
allowance of $3,847 160,000. The amount recommended is $211,- 
415,200 more than the 1959 appropriations. 
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ADMINISTRATION, REGIONAL OPERATION, AND RESEARCH 


The committee recommends $72,398,600 for this item. This 
amount is $201,400 under the budget estimate of $72,600,000 and 
$898,600 over the House allowance of $71,500,000. The amount 
recommended is $5,575,500 over the 1959 amount. The committee’s 
action provides funds for the salaries and related costs of 100 addi- 
tional postal inspectors, and the committee directs that the additional 
funds provided be specifically used for the employment of such addi- 
tional number of inspectors. 

In the first 9 months of the current fiscal year to date, 1,156 major 
embezzlements were detected. This represents 1 in each 18 inspec- 
tions, or an increase of 22.2 percent over the previous year. While 
in the 7-year period 1952 to 1959 revenue increased 59.9 percent, the 
Inspection Service personnel increase was only 8.7 percent, or 74 
positions. 

OPERATIONS 


The committee recommends $2,998 million, an increase of $10 mil- 
lion over the House allowance and $12 million under the budget esti- 
mate of $3,010 million, for this item. The amount requested for 
this item was based on an estimated 4.3 percent increase in mail 
volume and the House allowance was based, according to the House 
Appropriations Committee report, on an estimated 2.5 percent in- 
crease in mail volume. 

The amount recommended by the committee sliould accommodate 
an approximate 3.5 percent increase in mail volume. 

It is pointed out that under the provisions of the bill, $86,780,000 
additional will be available to the Post Office Department over the 
amount available for the fiscal year 1959 for this item, and in view of 
the 5 percent transfer authority between appropriations granted to 
the Department, the committee believes that sufficient funds have 
been provided to insure adequate service. 

Included in the bill are funds for increasing average employment 
under this head by approximately 15,000. 


TRANSPORTATION 


The committee concurs with the House in recommending $524 mil- 
lion for thisitem. The amount recommended is $3,320,000 under the 
budget estimate of $527,320,000 and $11,500,000 over the amount 
appropriated for fiscal 1959. The committee further recommends that 
the use of highway post office service be instituted to the extent prac- 
ticable where railway post offices are withdrawn. 


FACILITIES 


The committee recommends $194,660,000, a decrease of $6 million 
in the budget estimate and an increase of $6 million over the House 
allowance, for this item. The amount recommended is an increase of 
$19,059,700 over the amount appropriated for fiscal 1959. 

The committee concurs with the House, that the vehicle replace- 
ment and procurement program of the Post Office Department should 
be carried out on a sustained basis and that future planning should 
contemplate an orderly phasing out of vehicles. 








€ 


— a 
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PostaL MopDERNIZATION 


For this item the committee recommends $88,500,000 the budget 
estimate. 

This is a new appropriation item and the amount recommended will 
enable the Department to carry out its modernization program as 
planned. 

PAYMENT FOR Pustic SERVICES 


The committee has carefully reviewed the question of a proper 
charge to the general fund of the Treasury for what the Postal Policy 
Act defines as “public services” rendered by the Department. This 
is especially significant because the act (sec.. 104(b) places upon the 
Congress the responsibility for determining the measure of these 
services in the af i sis act, and then provides that postal rates 
and charges are to be adjusted from time to time so that postal 
revenues, including payment for these public services, will cover all 
postal expenditures. 

The estimate submitted by the Department, it was developed, 
represented one possible method of computation of reimbursable 
public services. Frvidence from the Department and other sources 
clearly indicated that lesser amounts were intended also to be con- 
sidered and were in fact more appropriate. 


1, Losses due to preferential postage rates 


At the time the President approved Public Law 85-426 he said, 
in part: 


The true measure of the cost of the public services per- 
formed by the Post Office Department is the loss of revenue 
arising from specific rate concessions made under the law to 
certain subclasses of mail users. I am hopeful that the 
Congress will review section 104 with a view toward restating 
the “public services” of the Post Office Department to con- 
form with this concept. 


In the Post Office Department’s justifications before the com- 
mittee, the estimate for this activity covers the larger of two amounts, 
computed under different interpretations of the statute, as to the 
total loss resulting from the transmission of matter in the mails free 
of postage, or at reduced rates of postage. The Department has 
consistently expressed the view that the “loss” on mails moving at 
reduced rates of postage is the amount of revenue which is foregone 
owing to the application of such reduced rates, as compared with the 
rates otherwise payable. Under this interpretation a total loss of 
approximately $36.4 million is attributable to the public services 
enumerated in subsection 104(a)(1) 

If, however, the ‘“‘total loss’’ is interpreted to mean the difference 
between revenues received, if any, and the expense attributable to 
the categories of mail specified, the amount is $131.8 million. The 
difference between the two amounts, about $95 million, represents the 
deficiency in the basic rates established for the various classes of mail 
involved. 

The Director of the Bureau of the Budget, testifying before the 
committee, strongly recommended the amount of $36.4 million as 
being the correct measure of the subsidy granted to the users of such 
services based on the difference between the preferential rates now in 
effect and the regular rates applicable to such matter. 


59003°—59_S. Rept., 86-1, vol. 3——20 
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Testimony presented before the committee on behalf of the U:S. 
Chamber of Commerce supports the position of the Post Office De. 
partment and the Bureau of the Budget on this item. 

The amount recommended by the committee for payment into the 
postal revenues for public services for loss on free and preferred rate 
mail is based on the following concept: 

The Department carried certain mail (principally magazines and 
circulars) for specified classes of nonprofit organizations (philanthropic, 
educational, veterans and other groups) at rates of postage fixed by 
Congress lower than those paid generally by mailers. The committee 
believes that the measure of public service that should be charged to 
the general taxpayers on this mail is the difference between the postage 
regularly charged and the postage paid by these privileged mailers, 
This concession amounts to $36,400,000, and this is the amount 
allowed. This amount is computed as follows: 


Committee recommendation 
2d class-mail: Thousands 
Reduced rate mailings: Newspapers and periodicals of certain non- 


Hemeh mrmsnisntiatt sis iéae lori nticadsdddicanennnkor<bes $4, 616 
OT I ae cs nicking de tan bee deeb ees dem oatibed 849 
Reduced rate mailings, exempt for 2d-class publications for religious 

Grad ‘Ganeeronder tes Fo SLU co sdb gu 319 

en OE NN ic. 2410 Si ck plea eee cabs. Se gak 5, 784 


3d-class mail: Reduced rates, exempt 3d-class mailings of nonprofit 
gach ok halen banda i aan ake ie weane aia ee uae 13, 262 
4th-class mail: 
Reduced rate mailings: 





EE eth buh tb taehann dana eee dnd tatoans dle 13, 787 
Pe TR. + cedcinn ase wiactiendetacenek }aumaden aenee 2, 252 
Publications for blind at reduced postage rates_.............---- 57 
Tbe Ot ag OE is sab cic hd cebb wee abarenedéweicnwas 16, 096 
Ist-class"mail, all others: 
Penalty and official mail: 
Official mailings, Pan American Union___---.--..---------- 64 
Free mailing privileges to Pan American Sanitary Bureaus-_--- 4 
Totdl genalty Gnd OMisial sso cesta te ntissislebn ean n de 68 
Franked: 
Free mails, diplomatic corps of Pan American Union countries- 53 
Free mailing privileges, certain individuals (widows of Pres- 
GN. 5 R195. 30. Aad a hd BOO AAs sd ed 
RIO, osha 4 based ene danced eweomanten 
Free mailing privileges, absentee ballots_.............-.---- 
Dreeserthorune mms i32t 9 ide Lakes 1, 137 
ON sist abe doscted Genesee dad miiiupst-cacnne 36, 400 


Other committee recommendations are as follows: 


2. Loss on star routes and small post offices 


The Department has stated that no loss could be computed for 
these items. The committee goes further and believes that losses 
cannot be attributed to these integral parts of the postal system and 
designated as public services any more than losses can be attributed 
to truck transportation or the accounting and other staff services 
which are essential to successful operation of the whole postal system. 
Therefore the committee recommends this item be disallowed. 
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8. Loss on nonpostal services for other agencies 


While the Department estimates it supplies $16,500,000 worth of 
services to other agencies (mostly free rental in post office buildings), 
it acknowledges that it receives in return some $40 million of free 
services from other Government agencies. 

The committee concludes that it would be unfair to recognize only 
one side of the transactions and recommends no net amount be allowed 
for this purpose. 


4. Loss on special services 


This represents the net difference between fees and expenses for 
special services such as collect-on-delivery, insured mail, special deliv- 
ery, and money orders. These special services should be self-support- 
ing to the extent practicable and the committee expects the Postmaster 
General to take necessary steps to bring fees and expefses into reason- 
able balance. When this is done there will be no residual loss to be 
supported by the general taxpayer as a public service. The committee, 
therefore, recommends the item be disallowed. 


5. Cost of excess rates paid to foreign air carriers 

This covers the additional cost of using foreign air carriers to trans- 
port mail above the cost that would be paid to domestic carriers, and 
is justified as a reciprocal arrangement with foreign countries who use 


U.S. airlines for carrying their mail. The $1 million estimated cost is 
recommended as a public service charge. 


The committee wishes to point out that the total amount of $37.4 
million recommended for Payment for Public Services does not increase 
or decrease the obligational or expenditure authority of the Postal 
Department. This is merely a bookkeeping device to separate that 
amount of postal cost to be recovered from the users of the mails 
from that to be recovered from the taxpayer by means of reimburse- 
ment from the general fund of the Treasury. 

The committee wishes to make one further important point. Ever 
since September 24, 1950, the Congress has required fourth-class mail 
or parcel post to be self-supporting. This recommendation for a 

ublic service appropriation does not affect this principle or the manner 
in which it has been carried out in the last 8 years. Other than in the 
case of books, library books, and mail for the blind, the committee 
finds no public service costs attributable to fourth-class mail and 
believes that the Congress intends that fourth-class mail shall pay its 
fully allocated costs. 


TITLE II—TAX COURT OF THE UNITED STATES 


The committee recommends $1,535,000, the budget estimate and 
House allowance, for the Tax Court. The amount recommended is 
$13,500 over the amount appropriated for fiscal 1959. 

The Tax Court hears and decides cases involving tax deficiencies 
and claims for refunds of excess profits taxes under the special relief 
sections of the Internal Revenue Code, and cases involving deter- 
minations of excessive profits on contracts renegotiated by the Federal 
Government. 

For 1960 the court proposes a trial program of 160 weeks to be held 
in approximately 50 cities. This program should result in closing 
approximately 5,400 cases. 
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WAGE RATES, PORTSMOUTH, N.H., NAVAL SHIPYARD 


o* 


Mary 21, 1959.—Ordered to be printed 


Mrs. Smita, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany §. 19] 


The Committee on Armed Services to whom was referred the bill 
(S. 19) to provide a method for regulating and fixing wage rates for 
employees of Portsmouth, N.H., Naval Shipyard, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


This bill would require that the Secretary of the Navy establish 
the hourly rates of pay for all per diem employees of the Portsmouth, 
N.H., Naval Shipyard at the same hourly rates paid to employees 
of similar classification at the Boston, Mass., Naval Shipyard. 


EXPLANATION 


S. 2266 of the 85th Congress, a bill having a purpose identical to 
this one, was passed by the Senate on May 12, 1958; by the House on 
July 21, 1958; and vetoed on August 4, 1958. On August 12, 1958, 
by a vote of 69 to 20, the Senate again passed S. 2266, the objections 
of the President to the contrary notwithstanding. On August 13 
1958, the House by a vote of 202 to 180 favored enactment of the bill 

384006 
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over the veto but, since this vote did not meet the constitutional re- 
quirement, the bill did not become law. 

Senate Report 1545, accompanying S. 2266 of the 85th Congress, 
explains the committee’s recommendation with respect to this subject, 

Subsequent to congressional action last year, the Secretary of the 
Navy directed that samples from the nearest private yard in each 
direction from Portsmouth be included in the wage sample survey 
data there. This resulted in using data from the nearest private yard 
to the south and from the nearest private yard of the Brunswick, 
Bath, and Portland area to the nort The effect of this procedure 
has been to afford only a partial remedy to the problem. 

A statement of the Secretary of the Navy announcing the partial 
relief discussed in the preceding paragraph is quoted in part below. 


Because the Portsmouth Naval Shipyard is unique in that 
it is the only shipyard in a wage survey area where no private 
shipyard exists, and because there are certain trades and 
skills which are a to shipyard operations, it is deter- 
mined in the public interest that the wage sample data for 
the Portsmouth area shall be supplemented by appropriate 
samples from the nearest shipyard in each of the adjacent 
wage survéy areas, that is, the Bath, Brunswick, and Port- 
land wage survey area to the north, and the wage survey 
area in Boston to the south. 

For the past few years the administration and the Navy 
Department have been concerned about the growing disparity 
between wage rates at the Portsmouth Naval Shipyard as 
compared with those in Boston, and the Navy Department 
has reviewed their wage survey procedures on numerous 
occasions to see if their basic methods were correct. The 
Department is satisfied that they are on the matter of adher- 
ing to such principles as these: first, that the Navy should 
normally follow and not lead industry in the setting of wage 
rates; and, second, that generally speaking they should not 
attempt to make wage comparisons on an industry basis, 
but on a job comparability basis. 

Nevertheless, the Department has been persuaded that 
the Portsmouth situation is unique. It lies almost. midway 
between the industrial complex of Boston and the shipbuild- 
ing area of Bath. In general, there is little or no heavy 
industry in the vicinity of Portsmouth Naval Shipyard, and 
finally, there are a number of jobs in Portsmouth Naval 
Shipyard which find no counterparts in private industry in 
the wage survey area. ; 


The committee also considers the Portsmouth situation to be unique 
and therefore again recommends favorable action on the bill. 


COST 


The Department of Defense estimates that the first year cost of this 
bill would be $1,700,000. The additional costs mentioned in the 
departmental ietter that is printed below are conjectural and would 
not necessarily be incurred without additional legislation. 
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DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report is a letter from 
the Secretary of Defense dated May 9, 1959, indicating that the 
Department of Defense strongly opposes enactment of this bill. 

he subcommittee bas considered the objections of the Department 
but has concluded that the arguments supporting Senate action last 
year are still valid and that the position of the Department introduces 
no substantial new elements. 

The Portsmouth area was not treated as a separate area for wage- 
fixing purposes from 1924 until 1947. Apparently no disastrous 
consequences resulted and the committee is not persuaded that enact- 
ment of this measure would result in such consequences. 


- 


Tue Secretary OF DEFENSE, 
Washington, May 9, 1959. 
Hon. Ricuarp B. Russe.u, 
Chairman, Committee on Armed Services, U.S. Senate. 


Dear Mr. CHarrMan: By letter of January 14, 1959, you requested 
the views of the Department of Defense on S. 19, 86th Congress, 
a bill to provide a method for regulating and fixing wage rates for 
employees of Portsmouth, N.H., Naval Shipyard. 

S. 19 would direct the Secretary of the Navy to establish hourly 
rates of pay for all per diem employees of the Portsmouth Naval 
Shipyard at the same rates as are paid at the Boston Naval Ship- 
yard. This bill is identical to S. 2266 of the 85th Congress, which 
was passed by both Houses of Congress but was vetoed by the Presi- 
dent. In his veto message the President advised that since there 
were alleged inequities he was directing the Secretary of the Navy 
to review the entire situation and to make such adjustments in the 
wage rates at Portsmouth Naval Shipyard as were warranted by his 
review. 

As a result of this direction, the Secretary of the Navy considered 
all aspects of the situation, in particular the views of the Congress 
that no “comparable industry,” 1.e., shipbuilding, existed in the Ports- 
mouth area. Although ‘comparable jobs” rather than “comparable 
industry”’ has been and is the basic criterion for survey comparisons, 
the Secretary made an administrative exception which he considered 
would meet the objections both of the Congress and of employee 
organizations which favored enactment of S. 2266. This exception, 
in the ‘‘public interest,” allowed the survey samples taken from the 
Portsmouth area to be supplemented by survey samples taken from 
a representative private shipyard to the north and one to the south 
of the Portsmouth area. 

The result of this action was an immediate increase of $0.19 an 
hour for trades at the machinist level; $0.10 an hour for trades helper, 
and $0.05 an hour for laborer, effective August 16, 1958. following a 
survey conducted during September and October of 1958, additional 
hourly increases of $0.16, $0.15, and $0.06, for these ratings, respec- 
tively, were granted effective December 6, 1958. The Secretary of 
the Navy believes that his action has taken into full consideration the 
previous objections of the Congress and of employee organizations, 
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while maintaining some adherence to the intent and the spirit of the 
law which controls wage fixing in the Department of the Navy. 

This law (sec. 7474 of title 10, U.S.C.) provides that “the Secretary 
of the Navy shall establish rates of wages for employes of each naval 
activity where the rates are not established by other provisions of law 
to conform, as nearly as is consistent with the public interest, with 
those of private establishments in the immediate vicinity.” Through 
practical application, “immediate vicinity” has come to mean the area 
sirrounding a naval activity within which the predominant number of 
employees reside, and within which employees could change employers 
without changing their residence. In the case of the Portsmouth 
Naval Shipyard, over 90 percent of the employees reside within the 
presently established Portsmouth labor-market area. 

The Department of Defense considers that the existing statutes 
and procedures used to determine wages are fair to employees and are 
fully in keeping with the long-standing and flexible system of deter- 
mining pay on the basis of industrial rates prevailing in the area. 

The Department of Defense strongly opposes enactment of S. 19 
for the following reasons: 

(a) It is special legislation which would provide in effect that 
rates currently being paid by industry in the area of Portsmouth, 
N.H., would not be considered in arriving at rates to be paid to 
employees at the naval shipyard there. Rather, the Navy would 
be required to pay arbitrarily the same rates as are being paid 
in a large industrial area some 60 miles away. 

(6) The principle, if established, would change existing nation- 
wide practices by extending the rates paid in one labor-market 
area to an adjacent area where prevailing rates are markedly 
lower. It would constitute a precedent for demands for similar 
treatment in all labor-market areas adjoining higher-paying areas. 
Such demands have already been received in the military depart- 
ments on the basis of action taken in the Portsmouth area last 
year. Onve established, a precedent of this nature could well 
destroy the locality wage concept and, since the pressures will 
always be in the direction of the highest paying areas, could result 
in nationwide rates based upon those in the highest paying areas. 

(c) Immediate costs to the Department of Defense from enact- 
ment of this legislation would approximate $1,700,000. Further- 
more, it would be extremely difficult, if not impossible, to argue 
logically against extension of the same principle to other Depart- 
ment of Defense activities located in labor-market areas within 
a 60-mile radius of Boston. Should such extension occur, in- 
creased costs to the Department of Defense would be about 
$6 million. 

(d) With each extension of the principle embodied in this bill, 
it would be more difficult to draw a final line short of nationwide 
rates. To enable the military departments to recruit and retain 
personne] in all labor-market areas, these nationwide rates would 
have to be at about the level prevailing in the highest wage areas. 
An increase of 1 cent an hour in the average pay of Department 
of Defense wage board employees in the continental United States 
results in increased payroll costs of over $10 million a year. In- 
creased costs of a nationwide rate, based upon the highest paying 
areas, would run to hundreds of millions of dollars. 
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(e) Aside from increased costs to the Department of Defense, 
the effect of extension of the principle embodied in S. 19 upon 
local private employers would be substantial. For example, if 
the San Francisco schedule of rates were extended to areas 
where average industry rates are much lower, current Depart- 
ment of Defense wage 5 boned schedules in these areas would have 
to be raised in some cases by as much as $0.60 an hour. The 
serious problems created for local private employers by raises to 
Government employees of this magnitude, and the strong protests 
from such employers, can well be im ined. 

The Department of Defense respectfully urges that S. 19 not be 
enacted. S. 19 favors employees in one activity over those of other 
Government activities and would establish a precedent of special 
legislation for wage fixing on a single activity basis. 

"The Bureau of the Budget has advised that there is no objection 
to the submission of this report on S. 19 to the Congress. 

Sincerely yours, 

Nei McE troy. 


O 
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AUTHORIZING THE SECRETARY OF THE NAVY TO FUR- 
NISH SUPPLIES AND SERVICES TO FOREIGN VESSELS 
AND AIRCRAFT 


May 21, 1959.—Ordered to be printed ~ 


Mr. Russe tt, from the Committee on Armed Services, submitted the 
following 


REPCRT 


(To accompany H.R. 3292] 


The Committee on Armed Services, to whom was referred the bill 
(H.R. 3292) to authorize the Secretary of the Navy to furnish supplies 
and services to foreign vessels and aircraft, and for other purposes, 
having considered the same, reports favorably thereon without amend- 
ment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The objective of this bill is to broaden existing authority under 
which the Secretary of the Navy may furnish supplies and services to 
naval vessels and aircraft of friendly foreign countries on a reimburs- 
able basis without an advance of funds. 


EXPLANATION OF THE BILL 


Section 7227 of title 10, United States Code, authorizes the Secretary 
of the Navy to furnish routine port services and miscellaneous supplies 
to foreign naval vessels at ports and naval bases of the United States. 
Under existing law 

1. Supplies and services may be furnished only to naval vessels. 

2. Supplies and services may be furnished only at ports and naval 
bases of the United States. 

3. For services, a prior advance of cash is required. 

4. For supplies, a prior reciprocal agreement with the country 


concerned is required before supplies can be furnished on a reim- 
bursable basis. 


59003°—59 SS. Rept., 86-1, vol. 3 21 
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Under the terms of this bill 


1. Aircraft would be covered as well as vessels. 

2. Supplies and services could be furnished at places other than 
bases and ports of the United States. 

3. Supplies and services except ammunition could be furnished on 
a reimbursable basis without an advance of funds. 


What may be furnished 


Services to ships.—The following services may be furnished to ships 
under this, proposal: 

(1) Overhauls: Usually made after prior negotiations have been 
made with the country concerned. 

(2) Repairs: These will generally fall into three definite categories, 
which are listed below. In nearly all cases, these repairs will be 
necessary repairs but will not be of such a serious nature so as to be 
classed as emergency repairs. These categories are: 

(a) Voyage repairs necessary to place the ship in operating 
condition so that it may be of value to us during an exercise. 
Often, ships of our allies arrive at the staging point for a joint 
exercise in need of repairs where breakdow ns have occurred en 
route from their home port to the exercise area. It is to our ad- 
vantage to effect repairs so that this ship may participate in the 
scheduled exercise. 

(6) Repairs necessary to retain a ship with the force during the 
conduct of an exercise. In many instances, with minor repairs, 
a ship which might otherwise have to withdraw from an ex cercise 
may be retained for the duration of an exercise. 

(c) Repairs necessary to place a ship in condition to proceed 
home after an exercise. Often, after sustained operations, minor 
repairs are needed before the ship departs for its home port. 

General examples of services that may be performed under this 
proposal are repairs to such equipment as fresh-water evaporators, 
galley equipment, communication equipment, magnetic and gyro 
compasses, landing craft (in the case of amphibious « operations), and 
fueling equipment. 

Other services may be in the form of medical assistance or technical 
assistance by U.S. factory technicians with the force. This assist- 
ance might also be in the form of hull-damage repairs or in the form 
of repair or installation of machinery spare parts. 

Supplies furnished to ships—The following supplies may be fur- 
nished under this proposal to ships: 

(1) Fuel: It is the usual case that a ship, joining the force after a 
trip from its home port, will have to be aude in order that it may 
take part in scheduled exercises to the fullest extent. To obtain the 
maximum benefits from a ship participating in an exercise it is also 
necessary that the ship be kept fully fueled throughout the exercise. 

(2) Provisions: Often, after a long trip from the home port of the 
ship, it is both desirable ‘and nec essary to replenish certain provisions. 
This would also be true in the case of a ship which has completed an 
exercise and is about to depart for home. 

(3) Spare parts: In many instances, ship’s personnel may perform 
minor repair work themselves if they have the nec essary parts. The 
Navy in the past has supplied spare parts, such as vacuum tubes for 
communication and electronic equipment, parts for fueling gear, and 
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arts for essential components of shipboard equipment, such as bear- 
ings and bushings. 

(4) General stores: This category of supplies would include items 
such as welding rods, steel bolts, wire brushes, asbestos packing, 
fire extinguishers, and ‘manila rope. 

The preceding information has stressed the importance of furnishing 
supplies and services in connection with joint exercises, One other 
instance where such supplies and services might be furnished would be 
in normal daily operations. On occasions, foreign vessels visit the 
United States and, under Public Law 33, the Navy is authorized to 
furnish supplies and services in accordance with the provisions of 
Public Law 33 even though there is no exercise involved. As under 
existing law, there is no requirement in H.R. 3292 that services and 
supplies be furnished only in connection with joint, exercises, as it 
has long been the custom of the sea to furnish supplies and services to 
vessels of our allies when needed. It is a courtesy that most nations 
extend to our ships and aircraft. 

Routine port services to ships.—Under this proposal the Navy may 
furnish routine port services to the ships of our allies. These services 
are listed below and are generally self-explanatory: 

(1) Pilotage and tugs for vessels entering and leaving port. 

(2) Garbage-removal service 

(3) Line-handling service to ‘assist in docking and undocking. 

(4) Furnishing of utilities, such as electricity, water, and steam 
when moored to a dock. 

Supplies and services for aircraft.—Basically it is planned to furnish 
the same type supplies and services to aircraft as would be furnished 
to ships. ‘The need for the three classes of repairs mentioned above 
in connection with ships is even greater in the case of aircraft. Main- 
tenance and minor repairs are nearly always needed when planes 
arrive at a staging point for an exercise after a flight from their home 
hase if they are to be made ready for an exercise. In asimilar manner, 
it is to the advantage of the United States to keep them in operating 
condition throughout the exercise in order to take full advantage of 
their capabilities. 

Aircraft, even more so than ships, will need minor repairs to place 
them in condition to fly home after the exercise, though, as in the 
ease of ships, this proposal does not limit the furnishing of supplies 
and services to joint exercises. These services could take the ben 
of repairs to engines, controls, instruments, communication equip- 
ment, and landing gear. It might be in the form of technical assist- 
ance by factory t technicians or it might be in the form of medical 
assistance. In the case of supplies, we would primarily be furnishing 
fuel and spare parts for the plane and its equipment.. Under no 
circumstances would bombs or ammunition ever be furnished under 
this proposal. 

Routine airport services to aircraft.—Under this proposal, in a similar 
manner, the Navy would be authorized to furnish routine airport serv- 
ices to aircraft of our allies. These routine services would consist of 
the following: 

(1) Landing and takeoff assistance, which would involve the filing 
of flight plans, weather information service, communications checkout, 
parking assistance, and general control-tower assistance. 

(2) Use of runways in landing and taking off. 
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(3) Parking and servicing, which would involve fueling, technical] 
assistance, fire protection, maintenance checkoffs, technical assistance, 


omer of instruments, and making the plane generally ready for 
ight. 


Who may receive 


The supplies and services mentioned in the preceding paragraphs 
could be furnished to naval vessels and military aircraft of any friendly 
foreign country that furnishes similar supplies and services on a like 
basis to naval vessels and military aircraft of the United States. 
How paid for 

Payment of supplies and services furnished would be on a reim- 
bursable basis without an advance of funds. If there were no direct 
costs to the Navy for routine port services and airport services to ships 
and aircraft, these services may be furnished at no cost to the foreign 
country concerned. 

WHY AUTHORITY IS SOUGHT 


Navy operations with foreign vessels and aircraft have become 
increasingly common. An exchange of supplies and services is often 
found necessary or desirable in connection with these operations. 
The Department of Defense and the Department of the Navy con- 
sider it detrimental to good international relations and embarrassing 
for U.S. commands to require an advance payment when foreign 

overnments normally provide these supplies and services to US. 
orces on a reimbursable basis without requiring advance payments. 
This is particularly true for those nations that have a good reputation 
for prompt payment of their obligations. 


INTENDED USE OF AUTHORITY 


The committee was assured that the authority proposed under this 
bill is not intended to place the Navy in the position of being a sub- 
stantial source of supplies and services for the support of foreign naval 
units. The bill is permissive only, and does not place any obligation 
upon the United States. 

The Department of the Navy informed the committee that the 
Navy would continue a strict policy in connection with the furnishing 
of supplies and services to foreign vessels, and that these supplies and 
services would be furnished only if they can be readily spared and if 
their furnishing will benefit the United States. 


COST DATA 


The Department of Defense estimates that enactment of this bill 
would not result in any increased cost to the Government since there 
will be reimbursed from the recipient government for any supplies 
and services representing a direct cost to the United States. 


LEGISLATIVE HISTORY 


H.R. 5237, the Senate version of which was identical with the pro- 
visions of this bill, was passed by the Senate late in the 85th Congress. 
The Senate amendment was not considered by the House because of 
the lateness in the session of the bill’s passage. 
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DEPARTMENTAL DATA 


Set out below and made a part of this report is letter dated Decem- 
ber 22, 1958, from Deputy § ecretary of Defense Donald A. Quarles 
which indicates that this measure is a part of the legislative program 
for the 86th Congress and has the approval of the Bureau of the 
Budget. 

. Tue Secrerary oF DEFENSE, 

Washington, December 22, 1958. 

Hon. Sam Raysurn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legis- 
lation to amend title 10, United States Code, to authorize the Secretary 
of the Navy to furnish supplies and services to foreign vessels and 
aircraft, and for other purposes. 

This proposal is part of the Department of Defense legislative pro- 

am for 1959 and the Bureau of the Budget has advised that there 
is no objection to the submission of this proposal for the consideration 
of the Congress. The Department of the Navy has been designated 
as the representative of the Department of Defense for this legislation. 
It is recommended that the proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


Under the act of May 27, 1953 (ch. 67, 67 Stat. 34), now codified 
as section 7227 of title 10, United States Code, the Secretary of the 
Navy has authority to provide routine port services and miscellaneous 
supplies to foreign naval vessels in U.S. ports on a reimbursable basis 
without an advance of funds. Advance of funds is required for the 
furnishing of services and supplies by U.S. naval vessels or activities 
outside the United States, and for the furnishing of any services or 
supplies to foreign military aircraft. Advance of funds is also required 
for any overhaul or repairs to foreign naval vessels by U.S. Navy 
activities. The proposed legislation would authorize furnishing of 
such supplies and services to foreign naval vessels and military aircraft 
by a U.S. Navy activity, without an advance of funds on a reciprocal, 
reimbursable basis. 

As the United States has broadened the sphere of its military 
cooperation with friendly foreign nations through international organ- 
izations such as NATO and SEATO, Navy operations with foreign 
vessels and aircraft have become increasingly common. In the course 
of such operations, mutual exchange of supplies and services is often 
necessary or desirable. Foreign governments normally provide sup- 
plies and services to U.S. Forces without requiring any advance of 
funds. It is detrimental to good international relations, and embar- 
rassing for U.S. commanders to require an advance of funds where 
reciprocal services or supplies are requested, particularly in the case 
of those nations which have a good reputation for prompt payment of 
their obligations. 

The act of May 27, 1953, was sponsored by the Department of the 
Navy. At the time of its passage, its provisions were expected to 
encompass all the Navy’s requirements for such authority. However, 
recent experiences have shown that the provisions of this act are 
not sufficiently broad and flexible to permit adequate support of our 
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current operations with friendly foreign military forces. In particular, 
its provisions prevent expeditious handling by the Navy of requests 
for supplies and services in foreign ports, or by foreign aircraft, and for 
emergency repairs to foreign vessels by Navy ship repair facilities, 
Accordingly, the Department of the Navy recommends extension of its 
authority as set forth in this proposal. 


COST AND BUDGET DATA 








Enactment of this proposal would result in no increase in cost to 


the Government. 
Sincerely yours, 


(Signed) 


Donatp A. Quaruzs, Deputy. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, there is printed below in parallel columns the text 


of the provisions of oeeae laws 
various provisions of the bill. 


Existinc Law 


CHAPTER 631.—SECRETARY OF THE 
NAVY: MISCELLANEOUS POWERS 
AND DUTIES 


* * * * * 


7226. Naval Reserve yacht pennant. 

7227. Foreign naval vessels: supplies 
and services. 

7228. Merchant vessels: supplies. 


* x * * ~ 
§ 7226. Naval Reserve 
pennant 
The Secretary of the Navy shall 
rescribe a suitable pennant to be 
cnown as the Naval Reserve yacht 
pennant. This pennant may be 
flown by a yacht or similar vessel 
if— 

(1) the vessel is documented 
under the laws of the United 
States; 

(2) the vessel has been desig- 
nated by the Secretary, under 
such regulations as he pre- 
scribes, as suitable for service 
as a naval auxiliary in time of 
war; and 

(3) the captain or owner of 
the vessel is a member of the 
Navy. 


yacht 


which would be amended by the 


Tue Bitt 


Sec. 2. The analysis of Chapter 
631 of title 10, United States 
Code, is amended by striking out 
the item 


“7227. Foreign naval vessels: supplies 
and services” 


and inserting the following item- 
in place thereof: 


"7227. Foreign naval vessels and air- 
craft: supplies and services”’. 
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Existine Law 


§ 7227. Foreign naval vessels: sup- 
plies and services 


(a) The Secretary of the Navy, 
under such regulations as he pre- 
scribes, may furnish to foreign 
naval vessels at ports and naval 
bases of the United States— 

(1) routine port services, in- 
cluding pilotage, tugs, garbage 
removal, line handling, and util- 
ities, on a reimbursable basis 
without an advance of funds if 
such services are furnished on a 
like basis to United States naval 
vessels at ports and naval bases 
of the country concerned; 

(2) miscellaneous supplies, in- 
cluding fuel, provisions, spare 
parts, and general stores, on a 
reimbursable basis without an 
advance of funds if a prior 
agreement conferring reciprocal 
rights on the United States and 
covering the reimbursement 
therefor has been made with the 
country concerned; and 

(3) supplies and services, in- 
cluding overhauling, repairs, al- 
terations, and installation of 
equipment, if funds to cover the 
estimated cost thereof have been 
made available in advance. 

(b) Payments for the supplies 
and services furnished under 
clauses (1) and (2) of subsection 
(a) may be credited to current 
pyeton so as to be avail- 
able for the same purposes as the 
appropriation initially charged. 


7 
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“$7227. Foreign naval vessels and 
aircraft: supplies and 
services 

“(a) The Secretary of the Navy, 
under such regulations as he pre- 
scribes, may authorize any United 
States naval vessel or activity to 
furnish any of the following sup- 

lies or services, when in the best 
interests of the United States, on 

a reimbursable basis without an 

advance of funds-if similar sup- 

plies and services are furnished on 

a like basis to naval vessels and 

military aircraft of the United 

States by the friendly foreign 

country concerned: 

“(1) Routine port services in 
territorial waters of the United 
States or in waters under United 
States control, including pilotage, 
tugs, garbage removal, line han- 
dling, and utilities, to naval vessels 
of friendly foreign countries. 

“(2) Routine airport services, 
including landing and take off 
assistance, use of runways, park- 
ing and servicing, to military 
aircraft. of friendly foreign coun- 
tries. 

(3) Miscellaneous supplies, in- 
cluding fuel, provisions, spare 
parts, and general stores, but not 
including ammunition, to naval 
vessels and military aircraft of 
friendly foreign countries. 

**(4) Overhauls, repairs, and al- 
terations together with necessary 
equipment and its installation 
required in connection therewith, 
to naval vessels and military air- 
craft of friendly foreign countries. 

“(b) Routine port and airport 
services may be furnished under 
this section at no cost to the for- 
eign country concerned where such 
services are provided by United 
States naval personnel and equip- 
ment without direct cost to the 
Navy. 
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Existing Law 


§ 7228. Merchant vessels: supplies 
(a) The Secretary of the Navy, 
under such regulations as he 
prescribes, may sell to a merchant 
ship such fuel and other supplies as 
may be required to meet its neces- 
sities if the ship is unable 
(1) to procure the supplies 
from other sources at its present 
location; and 
(2) to proceed to the nearest 
port where they may be obtained 
without endangering the safety 
of the ship, the health and com- 
fort of its personnel, or the 
safe condition of the property 
carried on it. 

(b) Sales under this section 
shall be at such prices as the 
Secretary considers reasonable. 
Payment shall be made on a cash 
basis or on such other basis as will 
reasonably assure prompt pay- 
ment. Amounts received from 
such a sale shall, unless otherwise 
directed by another provision of 
law, be credited to the current 
Peon concerned and are 
available for the same purposes as 
that appropriation. 


Tue Bru 


“‘(c) Payments for supplies and 
services furnished under this sec- 
tion may be credited to current 
ap ropriations so as to be avail- 
able for the same purpose as the 


appropriation initially charged.” 


O 
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86TH CONGRESS SENATE Report 
1st Session No. 308 


AUTHORIZING THE EXTENSION OF LOANS OF NAVAL 
VESSELS TO THE GOVERNMENTS OF ITALY, TURKEY, 
AND THE REPUBLIC OF CHINA 


May 21, 1959.—Ordered to be printed ~~ 


Mr. Russe xt, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H.R. 3366] 


The Committee on Armed Services, to whom was referred the bill 
(H.R. 3366), to authorize the extension of loans of naval vessels to the 
Governments of Italy, Turkey, and the Republic of China, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE 


This bill would authorize the extension of the loan of two sub- 
marines to the Government of Italy, two submarines to the Govern- 
ment of Turkey, and of two destroyers to the Government of the 
Republic of China. 


EXPLANATION 


Under the authority of the act of August 5, 1953 (67 Stat. 363), 
the United States loaned two submarines, the ex-U.S.S. Barb (SS 225) 
and the ex-U.S.S. Dace (SS 247), to the Government of Italy for a 
period of 5 years. These loans will expire on December 13, 1959, and 
January 23, 1960. 

Under the authority of the act of August 7, 1953 (67 Stat. 471), 
the Government loaned two submarines, the ex-U.S.S. Guitarro (SS 
363) and the ex-U.S.S. Hammerhead (SS 364), to the Government of 
Turkey for a period of 5 years. These loans will expire on August 7, 
1959, and October 23, 1959. 

Under the authority of Public Law 188 of the 83d Congress, the 
Navy, acting under delegated authority from the President, loaned 
two destroyers to China, two destroyers and two destroyer escorts to 
Japan, and two destroyer escorts to Korea. In the loan agreements 
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with. Japan and Korea, the term of the loans was set at 5 years. and 
could be renewed for an additional 5 years. In the loan agreement 
with the Republic of China, however, the term of the loan inadvert- 
ently was limited to 5 years. 

The Governments of Italy, Turkey, and the Republic of China desire 
to extend the existing loans and the Department of the Navy is eager 
to comply with these requests. 

Under the terms of this bill the existing loans may be extended for a 
period of not to exceed 5 years. These loans may be terminated at an 
earlier date if the defense requirements of the United States dictate 
such action. 

No loan may be extended under the bill unless, after consultation 
with the Joint Chiefs of Staff, the Secretary of Defense determines 
that such extension is in the best interest of the United States. The 
Secretary of Defense is required to keep the Congress currently in- 
formed of all extensions made under the authority of this bill. 

Congressional approval for extension of these loans is required under 
section 7307(b) of title 10, United States Code, which provides that 
“without authority from Congress granted after March 10, 1951, no 
battleship, aircraft carrier, cruiser, destroyer, or submarine that has 
not been stricken from the Naval Vessel Register under section 7304 
of this title, nor any interest.of the United States in such a vessel, may 
be sold, transferred, or otherwise disposed of under any law.” 


COST 


Since this bill involves only the extension of existing loans it will not 
result in any additional cost to the Government. 


DEPARTMENTAL RECOMMENDATIONS 


Printed below and hereby made a part of this report is a letter from 
the Secretary of Defense dated January 19, 1959, requesting authority 
for the extension of the loan of ame to the Governments of Italy 
and Turkey. The authority for the extension of the loan of vessels 
to the Republic of China was’ requested by the Department of the 
Navy and approved in the other body. 

Dear Mr. Speaker: There is forwarded herewith a draft of pro- 
posed legislation, to authorize the extension of loans of naval vessels 
to the Governments of Italy and Turkey. 

This proposal is a part of the Department of Defense legislative 
program for 1959 and the Bureau of the Budget has advised that there 
is no objection to the presentation of this proposal for the considera- 
tion of the Congress. The Department of the Navy has been desig- 
nated as the representative of the Department of Defense for this 
legislation. It is recommended that this proposal be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this legislation is to authorize the extension of the 
existing loan of two submarines to the Government of Italy and the 
existing loan of two submarines to the Government of Turkey for a 
period of 5 years. 
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Under the authority granted by the act of August 5, 1953 (67 Stat. 
363), two submarines, the ex-U.S.S. Barb (SS 225) and. the ex-U.S.S. 
Dace (SS 247), were loaned to the Government of Italy fora period of 
5 years. These loans will expire on December 13, 1959, and January 
23, 1959, respectively. 

Under the authority granted by the act of August 7, 1953 (67 Stat. 
471), two submarines, the ex-U.S.S. Guitarro (SS 363) and the ex- 
U.S.S. Hammerhead (SS 364), were loaned to the Government of 
Turkey for a period of 5 years. These loans will expire on August 7, 
1959, and October 23, 1959, respectively. 

While the U.S. Navy is destined to provide the major offensive 

naval effort for the Allied cause in a future war, there will be secondary 
roles which must be performed in theaters where minor enemy forces 
are likely to be encountered. These tasks could well be performed 
with ships which do not have the modern offensive power required in 
the U.S. Navy. Such ships in the hands of able and stanch allies 
will be useful in maintaining the security of those areas, thereby 
reducing the burden of the U.S. Navy. 

Many factors must be considered before a loan or an extension of a 
loan is granted. First, there must be a determination that the loan 
is in keeping with the U.S. national policy for the country under con- 
sideration. The loan must then be examined in relation to military 
objectives, for example, the naval tasks which the nation will be per- 
forming under her multilateral agreements. Finally, an appraisal is 
made of the country’s demonstrated will to provide for its defense, its 
manpower available in conjunction with its capability to operate the 
ships, and its economic atmosphere. Based on these considerations 
it is to our advantage to extend these loans to Italy and Turkey. 

The major naval tasks of Italy are to defend her coastal waters, 
essential ports and bases, and to maintain close surveillance of the 
ports of hostile nations. To perform her tasks in the field of under- 
sea warfare, it is necessary that she maintain an active submarine 
threat. She is capable of manning and operating submarines as evi- 
denced by the excellent manner in which she has operated the Barb 
and the Dace, now on loan to her. 

Turkey occupies a most vital strategic geographical position. In 
order to provide for the defense of this position it is mandatory that 
she maintain an effective submarine threat. Turkey’s use of the 
Guitarro and the Hammerhead has demonstrated her ability to man 
and operate submarines effectively. She is not capable of submarine 
construction. 

In view of the unstable situation in the Middle East, Italy and 
Turkey are in most vital positions to support the NATO organization 
and the 6th Fleet, if required. This support dictates that the sub- 
marine potential of these countries be the most effective that is 
possible, predicated on the capability of the United States to assist. 
It is therefore considered a matter of political and military expediency 
that the existing loans of submarines to Italy and Turkey be extended 
for a period of 5 years. 
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COST AND BUDGET DATA 


As this legislation will involve only extensions of existing loans, 
enactment would involve no additional cost to the Government. 


Sincerely yours. 
Neit H. McEtroy, 


CHANGES IN EXISTING LAW 


Although subsection 4 of rule XXIX of the Standing Rules of the 
Senate is not applicable, the text of section 7307(b) of title 10, United 
States Code, is printed below for information, 


Tite 10, U.S.C. 
Src. 7307. Restriction on Disposal. 


+ . * * ~~ * . 

(b) Without authority from Congress granted after March 10, 1951, 
no battleship, aircraft carrier, cruiser, destroyer, or submarine that has 
not been stricken from the Naval Vessel Register under section 7304 
of this title, nor any interest of the United States in such a vessel, may 
be sold, transferred, or otherwise disposed of under any law. 


O 
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AMENDING SECTION 2(b) OF THE COLUMBIA BASIN 
PROJECT ACT, AS AMENDED 


May 22, 1959.—Ordered to be printed ~ 


Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 1306] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 1306) to amend section 2(b) of the Columbia 
Basin Project Act, as amended, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE OF THE BILL 


The purpose of this legislation is to permit the sale of up to 640 
acres or Columbia Basin project lands to the State College of Wash- 
ington for agricultural research purposes and the delivery of water 
through project facilities of this acreage. Under the Columbia Basin 
Project Ket. unlike the general Federal reclamation laws, the limita- 
tion on the acreage to which water may lawfully be delivered is 
applicable to State-owned lands as well as private land. In the 
absence of such legislation as H.R. 1306, water could therefore be 
delivered to no more than 160 acres of State-owned land. 

Except for the number of acres, the lands sold to the State will be 
subject to the provisions of the Columbia Basin Project Act. as 
amended, including the provisions governing the price at which they 
are to be sold. 

NO COST TO UNITED STATES 


This legislation involves no cost to the Federal Government. 
RESEARCH FACILITIES NEEDED 


The need for agricultural research facilities in the Columbia Basin 
project area has greatly increased since the Bureau of Reclamation 
closed down its development farms in the area in 1956 and 1957. 
Problems have developed in connection with all project crops, and 
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these problems have brought about an extensive research project 
by the State College of Washington and the State department of 
agriculture. At the present time, this research is being carried out on 
leased lands and lands donated by the project farmers, but this has 
proved to be an unsatisfactory arrangement. This legislation would 
permit the college to acquire the necessary project lands to carry out 
its agriculture research program. An experimental farm would be 
operated in conjunction with existing experiment stations. Problems 
in oe management and drainage are among those which would be 
studied. 

This legislation has the support of the Washington State College, 
the Washington Department of Conservation and Development, the 
Governor of the State of Washington, and interested farm groups. 
The legislation also has the approval and support of the Department 
of the Interior. 

DEPARTMENT'S REPORT 


The report of the Department of the Interior recommending enact- 
ment of this legislation follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 6, 1959. 
Hon. Wayne N. AsPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dedr Mr. Aspinauu: This responds to your letter of January 27, 
1959, with regard to H.R. 1306, a bill to amend section 2(b) of the 
Columbia Basin Project Act, as amended. 

H.R. 1306 is identical to the proposed substitute bill which was 
attached to our report to your committee on H.R. 11139, 85th Con- 
gress. For the reasons.expressed in that report, we recommend the 
enactment of H.R. 1306. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this recommendation to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


COMMITTEER’S RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H.R. 1306. In so recommending, the committee wants to 
make it clear that its action is based upon the fact that use of the 
lands for agricultural research purposes will. benefit all the people in 
the area and that approval in this instance will not be considered a 

recedent for additional requests for project service to ownerships 
arger than those permitted under the Columbia Basin Project Act. 


CHANGES IN EXISTING LAW 


H.R. 1306, as approved by the House and reported favorably by 
the Senate Committee on Interior and Insular Affairs, creates 
limited exception to existing law, rather than amends the law itself, 
However, for the information of the Members of the Senate the text 
of pertinent sections of the Columbia Basin Project Act, as amended, 
are set forth below. 
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Sec. 2. (b)(i) * * * 

(iv) Lands within the project held by any landowner in excess of 
the farm unit or units to which water may lawfully be delivered as 

rovided in subsection (iii) of this subsection shall be deemed excess 
and: Provided, That if excess land is acquired by foreclosure or other 
process of law, by conveyance in satisfaction of mortgages, by inherit- 
ance or by devise, water therefor may be furnished temporarily for a 
period not exceeding five years from the effective date of such acquisi- 
tion, delivery of water thereafter ceasing until the transfer thereof to 
a landowner duly qualified to secure water therefor. 

(v) As used in this Act, the terms “owner’’, “landowner’’, and 
“any one landowner” denote any person, ‘corporation, joint-stock 
association; the term “family” denotes a group consisting of either 
or both husband and wife, together with their children under eighteen 
years of age, or all of such children if both parents are dead; the term 
“their children” includes the issue and lawfully adopted children of 
either or both husband and wife; and the term “lands within the 
project” denotes those lands within the boundaries of the existing 
Columbia Basin irrigation districts, or revisions thereof approved by 
the Secretary, which the Secretary determines may be supplied water 
from, through, or by means of the project works and are required to 
be included to provide for sound development and operation of tho 
project. Lands shall be deemed to be held by a family, if held as 
separate property of husband or wife, or constitute a part or all of 
their community property, or if they are the property of any or all of 
their children under eighteen years of age. Lands held in trust for 
any person shall, for the purpose of this Act, be deemed to be held 
both by that person and, if the trustee derives any profit or advantago 
from the trust other than a moderate fixed fee for the management 
of the same, by the trustee. O 
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APPOINTING THE SENATOR FROM MONTANA, MR. MURRAY, 
CHAIRMAN OF THE SENATE COMMITTEE ON INTERIOR AND 
INSULAR AFFAIRS, A MEMBER EX OFFICIO TO THE SELECT 
COMMITTEE ON NATIONAL WATER RESOURCES 


e 


May 22, 1959.—Ordered to be printed 


Mr. ANDERSON, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. Res. 121] 


The Committee on Interior and Insular Affairs, to whom was 
referred the resolution (S. Res. 121) to appoint the Senator from 
Montana, Mr. Murray, chairman of the Senate Committee on In- 
terior and Insular Affairs, a member ex officio to the Select Committee 
on National Water Resources, having considered the same, report 
favorably thereon and recommend that the resolution do pass. 


PURPOSE OF THE RESOLUTION 


The purpose of the resolution is to make the Senator from Montana, 
Mr. Murray, chairman of the Senate Committee on Interior and 
Insular Affairs, a member ex officio of the Select Committee on 
National Water Resources created by Senate Resolution 48, as 
amended by Senate Resolution 111. 

The committee appreciates the recognition given its distinguished 
chairman through Senate Resolution 121, sponsored by the chairman 
of the select committee, Mr. Kerr, and the ranking minority member, 
Mr. Kuchel. 

O 
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AMENDING THE ACTS APPROVED APRIL 16 AND JULY 27, 1906. (34 
STAT. 116 AND 519), SO AS TO AUTHORIZE THE SECRETARY OF 
THE INTERIOR TO CONVEY CERTAIN LANDS ON THE HUNTLEY 
RECLAMATION PROJECT, YELLOWSTONE COUNTY, MONT., TO 
SCHOOL DISTRICT NO. 24, HUNTLEY PROJECT SCHOOLS, YELLOW- 
STONE COUNTY, MONT. 


- 


May 22, 1959.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 53] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 53) to amend the acts approved April 16 and July 
27, 1906 (34 Stat. 116 and 519), so as to authorize the Secretary of 
the Interior to convey certain lands on the Huntley reclamation 

roject, Yellowstone County, Mont., to school district No. 24, Hunt- 
ey Project Schools, Yellowstone County, Mont., having considered 
the same, report favorably thereon with an amendment and recom- 
mend that the bill, as amended, do pass. 


BACKGROUND OF LEGISLATION 


As indicated S. 1742 was passed by the Senate on August 20, 1957, 
after debate that appears on pages 15300-15301 of the Congressional 
Record of that date. Objection to the bill by the senior Senator 
from Oregon, Mr. Morse, was withdrawn after explanations on the 
floor. 

PURPOSE OF THE BILL 


S. 53 provides that the Secretary of the Interior, notwithstanding 
the provisions of any other law, shall convey three tracts of land to 
school district No. 24, Huntley project schools, Montana. 

Minerals and the right to mine and remove them are reserved to 
the United States under the bill, as are also the right-of-way for 
ditches and canals constructed pursuant to the act of August 30, 1890. 

The bill is sponsored by the two Senators from Montana, Mr. 
Murray and Mr. Mansfield. 
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The board of trustees of the Huntley Project Irrigation. Distriet, 
one of the oldest and most successful of the reclamation developments, 
favors the transfer of the title, as does school district No. 24. 


AMENDMENT 


The amendment is as follows: 
Page 2, line 5, after word ““Montana”’, insert “and block 15 of the 
original townsite of Huntley, Montana”’. 
his block was inadvertently omitted from S. 1742, passed by the 
Senate on August 20, 1957. 


COMMENTS OF DEPARTMENT OF THE INTERIOR 


The comments of the Department of the Interior dated August 13, 
1957, give full details of the proposal embodied in S. 53 and are as 
follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., August 18, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Senator Murray: This is in reply to your request fur the 
views of this Department on §.1742, a bill to amend the acts approved 
April 16 and July 27, 1906 (34 Stat. 116 and 519), so as to authorize 
the Secretary of the Interior to convey certain lands on the Huntley 
reclamation project, Yellowstone County, Mont., to school district 
No. 24, Huntley project schools, Yellowstone County, Mont. 

We would not object to the enactment of S. 1742. 

S. 1742 provides that, notwithstanding the provisions of any other 
statute, the Secretary of the Interior shall convey two tracts of land, 
one in the Ballantine townsite and the other in the Pompeys Pillar 
townsite, to school district No. 24, Huntley project schools, Yellow- 
stone County, Mont. Minerals and the Aehit to mine and remove 
them would be reserved to the United States, as well as a right-of- 
way for ditches and canals constructed pursuant to the act of August 
30, 1890 (26 Stat. 391). 

The lands which would be conveyed pursuant to S. 1742, are not 
public lands, but ceded. Indian lands. They have been used as sites 
for school buildings for a number of years, and both are within town- 
sites established in connection with wrigation projects under the 
reclamation law pursuant to the act of April 16, 1906 (34 Stat. 116), as 
amended by the act of July 27, 1906 (34 Stat. 519; 43 U.S.C., sec. 561 
et seq.). Under the act of October 31, 1919 (41 Stat. 326; 43 U.S.C., 
sec. 570), a tract of not more than 6 acres included within a reclamation 
townsite may be conveyed to a school district for school purposes. 
However, the 1919 act requires that a conveyance of that type must 

rovide that title shall revert to the United States in the event the 
ands are used for other purposes. Consequently, a conveyance under 
the 1919 act would not satisfy school district No. 24, since it does not 
expect. to use the sites for school purposes. The district has recently 
constructed a consolidated school which now accommodates all the 
students who formerly attended the two.schools, and the board of 
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trustees of the school district has determined that the school buildings 
are no longer required for school purposes. They are old and have 
no Offsite value, and the board wishes to dispose of the land and 
buildings. 

This, of course, cannot be done under the 1919 act. The lands 
involved are not needed for reclamation purposes, and the board of 
trustees of the Huntley Project Irrigation District adopted a resolu- 
tion on February 4 favoring the transfer of title to the lands to the 
school district in the manner which S. 1742 would provide. 

Since we are informed that there is a particular urgency for the 
submission of the views of the Department, this report has not been 
cleared through the Bureau of the Budget and, therefore, no commit- 
ment can be made concerning the relationship of the views expressed 
herein to the program of the President. 

Sincerely yours, = 
Frep G. AANDARL, 
Assistant Secretary of the Interior. 


O 
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AMENDING THE BANKRUPTCY ACT IN REGARD TO THE 
TRANSMISSION OF CERTAIN PAPERS 


May 26, 1959.—Ordered to be printed ~~ 





Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H.R. 4345] 


The Committee on the Judiciary, to which was referred the bill 
(H.R. 4345) to repeal clause (9) ot dinaen a of section 39 of the 
Bankruptcy Act (11 U.S.C. 67a(9)), respecting the transmission of 
papers by the referee to the clerk of the court, having considered the 
same, reports favorably thereon, without amendment, and recommends 
that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to eliminate the adminis- 
trative burden imposed by the requirement, which has proved unneces- 
sary in practice, that the referee in bankruptcy transmit certain papers 
to the clerk of the court prior to the closing of the bankruptcy case. 


STATEMENT 


The proposed legislation has been introduced at the request. of the 
Judicial Conference of the United States. 

The Bankruptcy Act now requires referees to transmit to the clerk 
of the court “forthwith” all bonds filed with and approved by them, 
the originals of all orders made by them granting adjudications or dis- 
missing petitions, and certified copies of all orders made by them 
granting, denying, or revoking discharges, or confirming or refusin 
to confirm arrangements or plans or setting aside the confirmation o 
arrangements of wage-earner plans and reinstating the proceedings. 
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The Bankruptcy Act also now requires that the referees must safe] 
keep and transmit to the clerks of the courts, when cases are clo 
the records which the act requires them to keep, In view of this 
requirement, the requirement described above for the transmitting 
“forthwith” of certain papers has not proved in practice to serve any 
substantial purpose. The proposed legislation would repeal the 
requirement for the transmission of these papers “forthwith.” It is 
expected that this will eliminate very considerable amounts of paper- 
work in the office of referees and in the office of the clerks of the 
courts by permitting the papers involved to remain in the offices of the 
referees until the cases are closed. When the cases are closed such 
papers will be transmitted to the clerks for preservation. 

The Judicial Conference of the United States at its meeting in Sep- 
tember 1958, upon the recommendation of its Committee on Bank- 
ruptcy Administration, approved the changes set forth in the proposed 
legislation. 

The committee believes that the proposed legislation as recom- 
mended by the Judicial Conference, and as passed by the House of 
Representatives, is meritorious and recommends it favorably. 

Rttached and made a part of this report is a letter dated January 28, 
1959, from the Administrative Office of the U.S. Courts. 


ADMINISTRATIVE OFFICE OF THE U.S. Courts, 
Washington, D.C., January 28, 1959. 

Hon. Sam Raysvurn, 

Speaker, House of Representatives, 

ashington, D.C. 

Dear Mr. Speaker: There is transmitted herewith, on behalf of 
the Judicial Conference of the United States, a bill to repeal clause (9 
of subdivision (a) of section 39 of the Bankruptcy Act (11 U.S.C. 
67a(9)) relating to the transmission of certain papers by the referee 
in bankruptcy to the clerk of the court. 

There is attached an explanation of this proposal. Representatives 
of this office will be glad to appear before the committee and to pro- 
eo any further si Sontiontbons which may be desired concerning the 

ill. 
Respectfully, 
Warren Oxney III, Director. 


EXPLANATION OF PROPOSED BILL TO REPEAL CLAUSE (9) OF 
SUBDIVISION &@ OF SECTION 39 OF THE BANKRUPTCY ACT (11 
U.S.C. 678(9)), RESPECTING THE TRANSMISSION OF PAPERS BY 
THE REFEREE TO THE CLERK OF THE COURT 


Clause (9) of section 39a of the Bankruptcy Act (11 U.S.C. 
67a(9) requires the referees to transmit to the clerks of the 
courts “forthwith” all bonds filed with and approved by 
them, the originals of all orders made by them granting 
adjudications or dismissing the petitions and certified copies 
of all orders made by them granting, denying, or revoking 
discharges, or confirming or refusing to confirm arrangements 
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or plans or setting aside the confirmation of arrangements or 
wage-earner plans and reinstating the proceedings. 

Clause (10) of section 39a provides that the referees must 
safely keep and transmit to clerks of the courts, when the 
cases are closed the records which the act requires them to 
keep. In view of this clause (9) of section 39a does not serve 
any substantial purpose. 

The proposed bill would repeal! clause (9) of section 39a of 
the Bankruptcy Act (11 U.S.C. 67a(9)) and change clause 
(10) to (9). This would eliminate considerable paperwork in 
the offices of referees and in the offices of the clerks of the 
courts by permitting the papers mentioned in clause (9) to 
remain in the offices of the referees until the cases are 
closed. When the cases are closed such papers wil be trans- 
mitted to the clerks for preservation. 

The Judicial Conference of the United States at its Sep- 
tember 1958 meeting upon the recommendation of its Com- 
mittee on Bankruptcy Administration, approved an amend- 
ment to section 392(9) of the Bankruptcy Act as proposed 
by the bill. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing Rules of 
the Senate, changes in existing law made by the bill, as reported, are shown 
as follows (existing law proposed to be omitted is enclosed in black brackets, 
new matter is printed in italic, existing law in which no change is proposed 
is shown in roman): 


§ 39 or THE BANKRUPtTcy Act (11 U.S.C. 67) 


§ 39. Duties of referees; prohibition against practice of law. Referees shal] * * * 
(a) *- ss 


* * 7 * + * 

((9) transmit forthwith to the clerks all bonds filed with and approved by 
them, the orginals of all orders made by them granting adjudications or dis- 
missing the petitions as provided in this title, and certified copies of all orders 
made by them, granting, denying, or revoking discharges or adjudging that 
bankrupts have waived their right to a discharge, confirming or refusing to 
confirm, or setting aside the confirmation of, arrangements or wage earner plans, 
and reinstating the proceedings or cases; and] [(10)] (9) safely keep, perfect, 
and transmit to the clerks, when the cases are concluded, the records herein 
required to be kept by them. 


O 
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AMENDING THE BANKRUPTCY ACT WITH RESPECT TO 
AUTOMATIC ADJUDICATION AND REFERENCE 


May 26, 1959.—Ordered to be printed Wi 


Mr. EastiaNnp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.R. 4692] 


The Committee on the Judiciary, to which was referred the bill 
(H.R. 4692) to amend sections 1, 18, 22, 331, and 631 of the Bank- 
ruptcy Act (11 U.S.C. 1, 41, 45, 731, 1031) to provide for automatic 
adjudication and reference in certain cases, having considered the 
same, reports favorably thereon, without amendment, and recommends 
that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to eliminate the adminis- 
judges imposed by the present require- 


trative burden upon district ; 
ments for adjudication and reference in bankruptcy cases, 


STATEMENT 


The proposed legislation has been transmitted to the Congress by 
the Administrative Office of the U.S. Courts and embodies the recom- 
mendations of the Judicial Conference made at its September 1958 
meeting upon the recommendation of the Conference’s Committee on 
Bankruptcy Administration. 

The Bankruptcy Act now requires a district judge to hear voluntary 
petitions and to make the adjudications upon them. 

The act authorizes the judge to refer Sestenntie proceedings to a 
referee. The exercise of this power which is routine normally re- 
quires the entry of an order of reference signed by the judge. The 
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proposed legislation would eliminate these routine duties of district 
judges by amending the Bankruptcy Act to provide (1) that the filing 
of a voluntary petition in ordinary bankruptcy shall operate as an 
adjudication, and (2) that unless the judge or judges direct otherwise, 
the clerk of the court shall make the reference of all ordinary bank- 
ruptcy cases. The Judicial Conference has advised the Congress that 
no change is contemplated in the procedural safeguards provided in 
the process of adjudication of involuntary cases. 

More than 90,000 petitions in bankruptcy were filed during the past 
year. The pro ose legislation is designed to reduce the time con- 
sumed by the Sistrict judges in the performance of routine duties 
which have become burdensome with the steady increase in the volume 
of bankruptcy cases. 

The Administrative Office of the U.S. Courts has advised the Con- 
gress that it solicited the views of district judges, referees, and clerks 
of court regarding the proposed legislation and all comments which 
it received were favorable. 

The committee believes that the proposed legislation is meritorious 
and recommends it favorably. 

Attached and made a part of this report is a letter, dated February 
9, 1959, from the Administrative Office of the U.S. Courts transmitting 
a draft of the proposed legislation to the U.S. Senate. 


ADMINISTRATIVE OrFice or THE U.S. Courts, 
Washington, D.C., February 9, 1959. 
Hon. Ricuarp M. Nrxon, 
President, U.S. Senate, 
Washington, D.C. 


Dear Mr. Presipent: There is transmitted herewith, on behalf of 
the Judicial Conference of the United States, a bill to amend the Bank- 
ruptcy Act to provide for automatic adjudication and reference in cer- 
tain bankruptcy cases. An explanation of the bill is also attached. 

It is respectfully requested that the bill be introduced in the Senate. 
Representatives of this office will be glad to appear before the com- 
mittee and provide any further information which may be desired 
concerning the bill. 

Sincerely yours, 
Warren Ouney ITT, Director. 


A BILL To amend sections 1, 18, 22, 331 and 631 of the Bankruptcy Act 
(11 U.S.C. 1, 41, 45, 731 and 1031) to provide for automatic adjudi- 
cation and reference in certain cases 

Be it enacted by the Senate and House of Representatives 
of the United States of America in Congress assembled : 

Sec. 1 (a). Paragraph (2) of section 1 of the Bankruptey 
Act (11 U.S.C. 1), is‘amended to read as follows: 


“(9) ‘Adjudication’? shall mean a determination, 
whether by decree or by operation of law that a person 
is a bankrupt ;” 
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(b). Paragraph (12) of such section is amended, to read as 
follows: 


(12) ‘Date of Adjudication’ shall mean the date of 
the filing of any petition which operates as an adjudica- 
tion, or the date of entry of a decree of adjudica- 
tion, or if such decree is appealed from, then the date 
when such decree is finally confirmed or the appeal is 
dismissed ;” 

Sec. 2 (a). Subdivision f of section 18 of the Bankruptcy 
Act (11 U.S.C. 41), as amended, is hereby repealed. 

(b). Subdivision g of such section is hereby relettered 
subdivision f and amended to read as follows: 

“f. The filing of a voluntary petition under chapters 
I to VII of this Act, other than a petition fled in behalf 
of a partnership by less than all of the partners, shall 
operate as an adjudication with the same force and 
effect as a decree of adjudication.” 

Sec. 3. Subdivision a of section 22 of the Bankruptcy Act 
(11 U.S.C. 45a) is hereby amended to read as follows: 

“a. Unless the judge or judges direct otherwise, the 
clerk shall refer to a referee all cases filed under chap- 
ters I to VII, chapter XI and chapter XIII of this Act.” 

Sec. 4. Section 331 of the Bankruptcy Act (11 U.S.C. 731) 
is hereby amended to read as follows: 

“Sec. 331. The elerk shall, unless the judge or judges 
direct otherwise, refer the proceeding to a referee.” 

Sec. 5. Section 631 of the Bankruptcy Act (11 U.S.C. 1031) 
is hereby amended to read as follows: 

“Sec. 631. The clerk shall, unless the judge or judges 
direct otherwise, refer the proceeding to a referee.” 





CoMPARATIVE PRINT 


To amend sections 1, 18, 22, 331 and 631 of the Bankruptcy 
Act (11 U.S.C. 1, 41, 45, 731, and 1031) to provide for 
automatic adjudication and reference in certain cases. 


Be it enacted by the Senate and House of Representatives 
of the United States of America in Congress assembled: 

“Sec. 1 (a). Paragraph (2) of section 1 of the Bankruptcy 
Act (11 U.S.C. 1), is amended to read as follows: 

“(9) ‘Adjudication’ shall mean a determination, 
whether by decree or by operation of law, that a person 
is a bankrupt ;” 

(b). Paragraph (12) of such section is amended to read as 
follows: 

“(12) ‘Date of Adjudication’ shall mean the date of 
the filing of any petition which operates as an adjudi- 
cation, or the date of entry of [the] a decree of adjudi- 
cation, or if such decree is appealed from, then the date 
when such decree is finally confirmed or the appeal is 
dismissed ;” 








AMENDING THE BANKRUPTCY ACT 


Src. 2(a). Subdivision f of section 18 of the Bankruptcy 
Act (11 U.S.C. 41), as amended, is hereby repealed. 

(b). Subdivision g of such section is hereby relettered sub- 
division f and ceitad to.read as follows: 

[zg] *. [Upon] Zhe filing of a voluntary petition 
under chapters I to VII of this Act, other than a pe- 
tition filed in behalf of a partnership by less than all 
of the partners, [the judge shall hear the petition and 
make the adjudication or dismiss the petition] shall 
operate as an adjudication with the same force and effect 
as a decree of adjudication, [If the judge is absent from 
the district, or the division. of the district in which the 
petition is filed, at the time of the filng, the clerk shall 
forthwith refer the case to the referee.}” 

Sec. 3. Subdivision a of section 22 of the Bankruptcy Act 
(11 U.S.C. 45a) is hereby amended to read as follows: 

“a. Unless the judge or judges direct otherwise, the 
[judge may] clerk shall [at any stage of a proceeding 
under this Act] refer [the same] to a referee [either 
generally or specially.] all cases filed under chapters I 
to Vil, chapter XI and chapter XIII of this Act.” 

Sec. 4. Section 331 of the Bankruptey Act (11 U.S.C. 
731) is hereby amended to read as follows: 

“Sec. 331. The [judge may] clerk shall, unless the 
judge or judges direct otherwise, [at any stage of a 
proceeding under this chapter] refer the [same] pro- 
ceeding to a referee [either generally or specially]. [If 
the judge or all the judges are absent from the district, 
or the division of the district in which a petition under 
this chapter is filed, at the time of the filing, the clerk 
shall forthwith refer the case to the referee.]” 

Sec. 5. Section 631 of the Bankruptcy Act (11 U.S.C, 1031) 
is hereby amended to read as follows: 

“Sec, 631. The [judge may] clerk shall, unless the 
judge or judges direct otherwise, refer the proceeding 
to a referee.” 





EXPLANATION OF Proposep Brrt To AMEND THE BANKRUPTCY 
Act To Provive ror AUTOMATIC ADJUDICATION AND REFER- 
ENCE BY THE CLERK IN CerTAIN CAsEs 


Section 18g of the Bankruptcy Act (11 U.S.C. 41g) re- 
quires the district judge to hear voluntary petitions and make 
the adjudications thereon. Section 22a (11 U.S.C. 45a) au- 
thorizes the judge te refer bankruptcy proceedings to a 
referee. The exercise of this power, which is routine, nor- 
mally requires the entry of an order of reference signed by 
the judge. 

The proposed bill would eliminate these routine duties of 
district judges by amending the Bankruptcy Act to provide, 
first, that the filing of a voluntary petition in ordinary 
bankruptcy shall operate as an adjudication and, second, 
that unless the judge or judges direct otherwise the clerk 
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of the court shall make the reference of all ordinary bank- 
ruptcy cases (voluntary and involuntary), chapter XI (ar- 
rangement) and chapter XIII (wage earners’ plan) cases. 
No change is contemplated in the procedural safeguards 
which surround the process of adjudication in involuntary 
cases. 

The proposed bill would reduce the time consumed b 
the district judges in the performance of routine duties whiclt 
have become burdensome because of the steady increase in 
the volume of bankruptcy cases and have thus contributed 
to the broader problem of congestion in the courts. 

The Administrative Office of the U.S. Courts solicited the 
views of district judges, referees, and clerks of court regard- 
ing the proposals and all comments received were favor- 
able. 

Accordingly, the Judicial Conference, at its September 
1958 meeting, upon the recommendation of its Committee on 
Bankruptcy \ caceebeieadlae directed that this amendment 
be drafted and transmitted to Congress. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing Tew proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman) : 


§ 1 or rpe Bankruptcy Act (11 U.S.C. $1) 


§ 1. Meaning of words and phrases. 
* * * * * * * 
1 ) x & * 


(2) [“Adjudication” shall mean a decree that a person is a bank- 
rupt ;] “Adjudication” shall mean a determination, whether by decree 
or by operation of law, that a person is a bankrupt;”. 

* * * * * os * 

(12) [Date of adjudication” shall mean the date of entry of the 
decree of adjudication, or, if such decree is appealed from, then the 
date when such decree is finlly confirmed or the appeal is dismissed ;] 
“Date of adjudication” shall mean the date of the filing of any petition 
which operates as an adjudication, or the date of entry of a decree of 
adjudication, or if such decree is appealed from, then the date when 
such decree is finally confirmed or the appeal is dismissed; 


§ 18 or rHE Bankruptcy Act (11 U.S.C. § 41) 


§18. Process; pleadings; and adjudications. 
(a) * 
(b) 
(c) 
(d) 
(e) 


* 2 2 & * 


« 
* 

* 
* 


*# 2 * & 
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[(f) If the judge is absent from the district, or the division of the 
district in which the petition is pending, on the next day after the last 
day on which pleadings may be filed, and none has been filed, the clerk 
shall, if the case has not already been referred, forthwith refer it to 
the referee.] 

[(g) Upon the filing of a voluntary petition, other than a petition 
filed in behalf of a partnership by less than ail of the partners, the 
judge shall hear the petition and make the adjudication or dismiss 
the petition. If the judge is absent from the district, or the division 
of the district in which the petition is filed, at the time of the filing, 
the clerk shall forthwith refer the case to the referee.] 

(f) The filing of a voluntary petition under chapters I to VII of this 
Act, other than a petition filed in behalf of a partnership by less than 
all of the partners, shall operate as an adjudication with the same 
force and effect as a decree of adjudication. 


§ 22 or THE Bangruptcy Acr (11 U.S.C. 45) 


§ 22. Reference of petitions. 

(a) [The judge may at any stage of a proceeding under this title 
refer the same to a referee, either generally or specially.] Unless the 
judge or judges direct otherwise, the clerk shall refer to a referee all 
cases filed under chapters I to VII, chapter XI, and chapter XIII of 
this Act. 


§ 331 or THE Bankruptcy Act (111 U.S.C. 731) 


§ 331. Reference to referee. 


[The judge may refer the proceeding to a referee.] The clerk 
shall, unless the judge or judges direct otherwise, refer the proceeding 
to a referee. 


§ 631 or THE Bangruprcy Act (11 U.S.C. 1031) 


§ 631. Reference to referee. 


[The judge may refer the proceeding to a referee.]_ The clerk 
shall, unless the judge or judges direct otherwise, refer the proceeding 
to a referee. 

O 
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86TH CONGRESS t SENATE REpPoRtT 
1st Session No. 325 





HUDSON-CHAMPLAIN CELEBRATION PROCLAMATION 





May 26, 1959.—Ordered to be printed 


- 





Mr. O’Manoney, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany S.J. Res. 59) 


The Committee on the Judiciary, to which was referred the resolu- 
tion (S.J. Res. 59) requesting the President to issue a proclamation 
designating 1959 for the observance of the 350th anniversary of the 
historic voyages of Hudson and Champlain, having considered the 
same, reports favorably thereon, without amendment, and recom- 
mends that the resolution be agreed to. 


PURPOSE 


The purpose of the proposed resolution is to authorize and request 
the President of the United States to issue a proclamation designating 
1959 as the year of the Hudson-Champlain celebration and calling 
upon all citizens to join in commemorating the explorations carried 
out by these heroic men 350 years ago. 


STATEMENT 


The year 1959 marks the 350th anniversary of the exploratory 
voyages of Henry Hudson and Samuel de Champlain along the water- 
ways that now bear their names: the Hudson River and Lake Cham- 
plain. The Hudson River rises in northern New York and flows 306 
miles south into the Atlantic. For part of that distance the river is 
shared by New York and New Jersey as a common boundary. Lake 
Champlain, a 125-mile-long lake, lies between northern New York 
and Vermont and forms a boundary between the two States. 

Exploration of these regions resulted in settlements of great signifi- 
cance to the United States. From New York City in the south to 
Fort Ticonderoga in the north, the area is rich in names with historical 
significance, such as Stony Point, Newburgh, Staten Island, West 
Point, and Plattsburgh. Much of the American Revolution was 
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fought in this area. Through the Hudson-Mohawk Valleys passed 
many of the westbound pioneers and much of the commercial traffic 
between East and West. 

The States of New York and Vermont consider the 350th anniver- 
sary of these explorations a most significant historic event, and the 
legislatures of both States have appropriated considerable sums to 
stage a suitable celebration. A joint New York-Vermont commission 
has been established to act in matters of common interest to the two 
States. 

By the act of August 8, 1958, Congress created the Hudson-Cham- 
plain Celebration Commission composed of 21 members—4 Members 
of the Senate appointed by the President of the Senate, 4 Members 
of the House of Representatives appointed by the Speaker of the 
House of Representatives, and 13 public members appointed by the 
President of the United States, 1 of whom designated by the President 
to serve as Chairman of the Commission. 

The functions of the Commission are to develop and execute suitable 
plans for the celebration in 1959 of the 350th anniversary of the 
exploratory voyages in 1609 of Henry Hudson and Samuel de Cham- 
plain which signaled the beginning of settlements whose influence on 
our history, culture, law, and commerce extend through generations 
to the present day. 

This joint resolution would further implement the Hudson-Cham- 
plain Commission by authorizing and requesting the President to 
issue a proclamation designating 1959 as the year of the Hudson- 
Champlain celebration. 

The committee is of the opinion that it is appropriate to call atten- 
tion to the national significance of the Hudson-Champlain celebration 
and accordingly recommends favorable consideration of S.J. Res. 59, 
without amendment. 

O 
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CENTENNIAL OF THE ESTABLISHMENT OF LAND-GRANT 
COLLEGES AND STATE UNIVERSITIES AND THE ESTAB- 
LISHMENT OF THE DEPARTMENT QF AGRICULTURE 


May 26, 1959.—Ordered to be printed 


Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H.R. 4012] 


The Committee on the Judiciary, to which was referred the bill 
(H.R. 4012) to provide for the centennial celebration of the establish- 
ment of the land-grant colleges and State universities and the estab- 
lishment of the Department of Agriculture, and for related purposes, 
having considered the same, reports favorably thereon, without 
amendment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to create a Commission 
for the Commemoration of the 100th Anniversary of the Enactment of 
Legislation for the Establishment of the Land-Grant Colleges and 
State Universities and for the Founding of the U.S. Department of 
Agriculture. 

STATEMENT 


The year 1962 will mark the 100th anniversary of both the establish- 
ment of the U.S. Department of Agriculture and the establishment 
of the land-grant college system of our country. The Department of 
Agriculture was established pursuant to the act of May 15, 1862, and 
the first Morrill Act, approved July 2, 1862, provided for the beginning 
of the land-grant college system by authorizing the granting of public 
lands to the States and Territories in support of colleges where the 
objects would be to teach those branches of learning best designed to 
promote the advancement of scientific and classical education as well 
as to stimulate progress in agricultural and mechanical pursuits. 
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Since 1935 the 68 land-grant colleges and State universities have 
been receiving Federal appropriations aggregating upward of $59 
million annually. Gaustie speaking, these F Steed moneys are 
directed toward campus instruction at the institution itself, State 
experiment stations, and cooperative agricultural extension services, 
The 1959 budget called for $5 million for campus instruction; the 
State experiment station figure in the 1959 budget is $41 million 
(Hatch Act of March 2, 1887, 24 Stat. 440); andl the current 1959 
budget calls for $53,715,000 earmarked for the cooperative agricul- 
tural extension service (original authority is the act of May 8, 1914 
38 Stat. 372). 

The instant legislation was introduced in both the Senate and 
House of Representatives in accordance with the recommendation 
contained in an executive communication directed to the Congress 
by the Secretary of Agriculture, Hon. Ezra Taft Benson, who rec- 
ommends the passage of legislation providing for the centennial 
celebrations of these two events. The Senate sponsors of this leg- 
islation are as follows: Mr. Eastland (for himself, Mr. Curtis, Mr. 
Symington, Mr. Bennett, Mr. Randolph, Mr. Engle, Mr. Cannon, 
Mr. Stennis, Mr. Aiken, Mr. Sparkman, Mr. Morton, Mr. Humphrey, 
Mr. Talmadge, Mr. Yarborough, Mr. Neuberger, Mr. Hruska, 
Mr. Bartlett, Mr. Young of North Dakota, Mr. Jackson, Mr. Hill, 
Mr. McGee, Mr. Wiley, Mr. Magnuson, Mr. Moss, Mr. Chavez, 
Mr. Murray, Mr. Morse, Mr. Carlson, Mr. Javits, Mr. Case of New 
Jersey, Mr. Anderson, Mr. Dirksen, Mr. Pastore, Mr. Kefauver, 
Mr. Case of South Dakota, Mr. Hart, Mr. Muskie, Mr. Williams of 
New Jersey, Mr. Mundt, Mr. Hickenlooper, Mr. McCarthy, Mr. 
Carroll, and Mr. Cooper). 

The Secretary of Agriculture, in his communication, observed that 
these two laws in 1862 now stand as landmarks in legislative history. 
The hundred years of development of the Department of Agriculture 
and the land-grant college system have increased the significance of 
these basic acts through the years. This development has included 
important areas of Federal and State cooperation. From this team- 
work has come the leadership that produced an unparalleled agricul- 
tural revolution. A cisianit annie of higher education has stemmed 
from the Morrill Act which has been uniquely designed to expand 
educational opportunity in the United States. Our land-grant colleges 
and universities have played an important part in the search for and 
the dissemination of basic and applied knowledge in the arts and 
sciences. 

This legislation would create a commission for the commemoration 
of the anniversary of the two measures passed by Congress and 
approved by President Abraham Lincoln. The Commission will con- 
sist of the President of the United States, the Vice President of the 
United States, the Speaker of the House of Representatives, the Secre- 
tary of Agriculture, and the president of the American Association 
of Land-Grant Colleges and State Universities as honorary members; 
four U.S. Senators, to be designated by the President of the Senate, 
and four U.S. Representatives, to be designated by the Speaker of the 
House of Representatives, the Secretary of Defense, the Secretary of 
Health, Education, and Welfare, appropriate representatives of the 
U.S. Department of Agriculture and the Association of Land-Grant 
Colleges and State Universities. The President of the United States 
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may designate other members to be appointed to the Commission 
after consideration of such recommendation as may be made by the 
U.S. Departments of Agriculture, Defense, and Health, Education 
and Welfare; the American Association of Land-Grant Colleges and 
State Universities; U.S. Conference of Governors; the Association 
of State Commissioners, Directors, and Secretaries of Agriculture; 
the Association of Governing Boards, State Universities and Allied 
Institutions; and farm organizations. The Chairman and Vice Chair- 
man of the Commission are to be designated by the President and the 
Commission will take office as of July 1, 1959. The Commission is 
directed to make its final report to the Congress on or before June 30, 
1963. : 

The legislation provides for the creation of an executive committee 
composed of 15 members to carry out the functions of the Commis- 
sion under its general direction. The executive committee will con- 
sist of 2 Senators designated by the President of the Senate, 2 Repre- 
sentatives designated by the Speaker of the House of Representatives, 
and 11 persons designated by the President of the United States. 

The Commission would coordinate and approve plans for the cen- 
tennial celebration in which observances may be developed jointly 
aud separately by the Department and the land-grant colleges and 
universities. This flexibility is necessary because of the varied activ- 
ities which will be involved. For example, the Department of Agri- 
culture has working relationships with State departments of agriculture 
that do not concern the colleges, and on the ttl hand the land-grant 
colleges and universities have relationships with the Departments of 
Defense and Health, Education, and Welfare that do not concern 

iculture. The Commission would have the further responsibility 
of encouraging participation in the observances by farm organizations, 
industry, and basiuceie associated with agriculture, as well as by 
place State bodies and the legislatures of those States. These 
observances would take the form of local, regional, and national 
celebrations. 

In order to carry forward the purposes of H.R. 4012, the Commis- 
sion would be authorized to employ necessary employees, to accept 
donations of money and property, to cooperate with public or private 
organizations with assistance through grants or otherwise, in relation 
to activities approved by the Commission under its general direction. 

The Secretary of Agriculture would be directed to prepare plans 
for the appropriate commemorative celebration of the founding of the 
U.S. Department of Agriculture, and further, to join in celebrating the 
centenary of the land-grant colleges and universities. The Office of 
Education of the Department of Health, Education, and Welfare will 
prepare plans for celebrating the long history of association with land- 
grant colleges and universities in resident instruction. Plans for 
celebrating the part played by land-grant colleges and universities in 
the training of Reserve officers of the Nation’s armed services are to 
be prepared by the Secretary of Defense. In accomplishing these 
aims the named Federal agencies are authorized to use funds and 
authorities otherwise available to them. 

The Department of Agriculture has estimated that about $200,000 
would be needed to carry out the observance provided for in this bill. 
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ANALYSIS OF THE BILL 


Section 1 of the bill states the purpose of the bill. It is there pro- 
vided that it is fitting and proper that there be a joint celebration of 
the anniversaries of the establishment of the land-grant college system 
and the establishment of the Department of Agriculture. 

Section 2 of the bill authorizes the establishment of the Commission 
for the Commemoration of the 100th Anniversary of the Enactment 
of Legislation for the Establishment of the Land-Grant Colleges and 
State Universities and for the Founding of the U.S. Department of 
Agriculture and outlines its membership. 

Section 3 of the bill provides for an executive committee for the 
Commission which shall carry out the functions of the Commission 
under its general direction. The membership of that committee is 
detailed in this section. 

Section 4 of the bill defines the functions of the Commission in 
connection with the coordination and approval of plans for the cele- 
bration. 

Section 5 outlines a general intent that the Commission shall give 
support and coordination to commemoration activities contemplated 
by this proposed legislation including cooperation with States, local 
and civic bodies, and interested organizations in local celebrations, 
and participation in regional and national celebrations. 

Section 6 details the authority of the Commission in carrying out 
the purposes of this proposed legislation. This includes the accept- 
ance of donations, the employment of personnel, the acceptance of 
voluntary workers, cooperation with public and private organizations 
and individuals, and the authority to make contracts to carry out the 
aims outlined in the bill. It is further provided that the Commission 
may accept services and assistance, with or without reimbursement, 
from Federal agencies and the American Association of Land-Grant 
Colleges and State Universities, and may also provide such agencies 
or that association with assistance through grants or otherwise in 
relation to planned activities. 

Section 7 states that appropriate bodies of the States and the legis- 
latures of the States are encouraged to make programs to implement 
the commemoration activities anticipated by the bill, and to cooperate 
in national and regional observances. 

Section 8 provides that members of the Commission and the 
executive committee are to serve without compensation, but are to 
be compensated for their transportation and receive a subsistence 
allowance in connection with activities associated with the purposes 
of the Commission and committee. 

Section 9 waives specified conflicts of interest provisions now 
found in titles 18 and 5 of the United States Code in connection with 
services rendered as members or employees of the Commission or of 
the executive committee. 

Section 10 provides that the final report to the Congress by the 
Commission shall be made on or before June 30, 1963, and makes 
provision for interim reports. 

Section 11 outlines the responsibilities of the Secretary of Agri- 
culture in preparing plans for the celebration of the founding of the 
Department of Agriculture and in joining with the celebration of the 
centenary of the founding of the land-grant college system. The 
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section also provides for planning by the Secretaries of Defense and 
Health, Education, and Welfare in connection with their interests in 
the observances. 

Section 12 contemplates participation by the American Association 
of Land-Grant Colleges and State Universities and individual member 
institutions. The section provides that plans be submitted to the 
Commission, and for the utilization of certain funds by member 
institutions. 

Section 13 makes provision for the use of revenue accruing to the 
Commission in its operation, and provides that any unexpended 
balances of funds on termination of the Commission are to revert 
to the general funds of the Treasury. All property of the Commission 
remaining at termination is to be deemed surplus. 

Section 14 defines ‘“‘State’”’ as used in the bill. r 

Section 15 authorizes the appropriation of not to é&xceed the sum of 
$200,000 to carry out the purposes and functions of the Commission. 

Section 16 provides for the termination of the authorizations set 
out in the bill on June 30, 1963, with the exception of the authority 
for the establishment of the Commission as set forth in section 2. 


CONCLUSION 


The committee is of the opinion that this legislation merits favorable 
consideration. The committee recognizes that the 100th anniversaries 
of both the founding of the Department of Agriculture and the land- 

rant college system are events meriting the special attention of our 

Vation. ‘Throughout the years, since the enactment of the two basic 
laws which resulted in the establishment of the Department of Agri- 
culture and the land-grant college system, our people have received 
marked advantages and important benefits as the result of these two 
laws and succeeding implementing legislation. These benefits have 
been vital factors in the growth of the Nation to first rank among the 
family of nations. Accordingly, the committee recommends favorable 
consideration of H.R. 4012, without amendment. 

Attached hereto and made a part hereof is the executive communica- 
tion of the Department of Agriculture. 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., January 29, 1959. 
The Speaker or THE Hovss, 
House of Representatives. 

Dear Mr. Speaker: The Department recommends the passage of 
the attached joint resolution that provides for centennial celebrations 
in 1962 of the U.S. Department of Agriculture, and of the land-grant 
colleges and State universities. Both founding acts were passed in 
1862 and now stand as landmarks in legislative history. They have 
attained progressive significance with the growth and development of 
the USDA-land-grant college system of Federal-State cooperation. 
From this teamwork has come the leadership that produced an un- 
paralleled agricultural revolution. From the Morrill Act has come, 
@ national system of higher education uniquely designed to expand 
educational opportunity and the search for and dissemination of basic 
and applied knowledge in the arts and sciences. 
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The proposed joint resolution establishes a Commission to com. 
memorate these important events, with the President, Vice President 
the Speaker of the House, the Secretary of Agriculture, and the pres. 
ident of the American Association of Land-Grant Colleges and State 
Universities as honorary members, and members to include Senators, 
Representatives, representation from the executive agencies involved 
and individuals representative of interested organizations. } 

The Commission would coordinate and approve suitable plans for 
the centennial celebration in which observances may be developed 
jointly and separately by the Department and the land-grant colleges 
and State universities. For instance, the Department has worki 
relationships with the State departments of agriculture that do not 
concern the colleges, and the land-grant colleges and State universities 
have relationships with the Departments of Defense, and of Health, 
Education, and Welfare, that do not concern agriculture. The Com- 
mission would make a special effort to encourage participation by 
farm organizations, industry and business associated with agriculture, 
as well as by appropriate bodies of the State, and the legislatures of 
such States, in local, regional, and national celebrations. 

The Commission, in carrying out the purposes of the resolution 
would be authorized to employ such employees as may be necessary, 
aceept donations of money and property, cooperate with public or 
private organizations with assistance through grants or otherwise, 
in relation to activities approved by the Commission under its general 
direction. 

The resolution authorizes and directs the Secretary of Agriculture 
to prepare plans for the appropriate commemorative celebration of 
the founding of the U.S. Department of Agriculture and to join in 
celebrating the centenary of the land-grant colleges and State uni- 
versities. The Secretary of Defense is authorized to prepare plans 
for celebrating the ROTC relationships with the land-grant colleges 
and State universities. The Department of Health, Education, and 
Welfare, through its Office of Education, is authorized to prepare 
plans for celebrating the long association with the land-grant colleges 
and State universities in resident instruction. In so doing, these 
Federal agencies are to use funds and authorities otherwise available 
to them. 

It is believed that approximately $200,000 would be needed to carry 
out the provisions of this proposed legislation. The Bureau of the 
Budget advises that there is no objection to the submission of this 
proposed legislation to the Congress for its consideration. 


Sincerely yours, 
E. T. Benson. 


O 
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86TH CoNGRESS SENATE { Revorr 
1st Session No. 327 





NATIONAL LITTLE LEAGUE BASEBALL WEEK 


Mar 26, 1959.—Ordered to be printed 


a 


Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. Con. Res. 17] 


The Committee on the Judiciary, to which was referred the con- 
current resolution (H. Con. Res. 17) authorizing and requesting the 
President to designate the week beginning the second Monday in June 
of each year, on Nation Little League Baseball Week, having con- 
sidered the same, reports favorably thereon, with an amendment, and 
recommends that the resolution, as amended, be agreed to. 


AMENDMENT 


Amend the title so as to read: 


Authorizing and requesting the President to proclaim the 
week beginning the second Monday in June of each year as 
National Little League Baseball Week. 


PURPOSE 


The purpose of the concurrent resolution, as amended, is to author- 
ize and request the President of the United States to proclaim the 
week beginning the second Monday in June of each year as National 
Little League Baseball Week. 


STATEMENT 


This year marks the 20th anniversary of little league baseball. 
During that period the movement has grown to more than 25,000 
teams in 23 countries. It has contributed greatly to the welfare of 
boys by directing their energies to healthful, competitive team sports. 
The result has been that thousands of young men have grown up with 
a respect for law and order and with a fecling of community spirit. 
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The committee believes that this is a movement which should receive 
the approval, encouragement, and gratitude of the country. 

The committee believes that recognition by the Congress of little 
league baseball will stimulate and encourage interest in the activities 
of youngsters engaged in our national pastime. Little league baseball 
is a most effective means of stimulating a realization of the importance 
of observing the ‘‘rules of the game” and combating juvenile delin- 
quency among the youth of our Nation, and the committee believes it 
most appropriate, therefore, to encourage such youthful activity by 
calling attention each and every year to little league baseball by way 
of a Presidential proclamation. , 

Accordingly, the committee recommends favorable consideration of 
H. Con. Res. 17, without amendment. 


O 
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REVISION OF MINIMUM CHARGE ON THIRD-CLASS 
MAILINGS OF ODD SIZES AND SHAPES 


May 26, 1959.—Ordered to be printed _ - 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


(To accompany H.R. 5212] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H.R. 5212) to revise the minimum charge on pieces 
of mail of odd sizes and shapes, having considered the same, report 
favorably thereon without amendment, and recommend that the 
bill do pass. 


PURPOSE 


The purpose of H.R. 5212 is to provide a minimum charge of 
3% cents per piece on third-class mail of odd sizes and shapes. This 
is an increase of one-half cent in the rate in effect until May 1, 1959, 
and a reduction in the rate of 6 cents in effect since May 1, 1959. 


EXPLANATION 


Since 1949, under and oversize mailings of the third class have 
been subject to a penalty rate of 3 cents minimum per piece. Sec- 
tion 205 of Public Law 85-426 increased the 3-cent minimum to 
6 cents. However, before the increase took effect, Public Law 85-893 
was enacted, the effect of which was to stay the increase until 
May 1, 1959. 

The purpose of imposing the minimum charge per piece on mail- 
ings of this kind was not as much for the purpose of producing rev- 
enue as it was to discourage the mailing of odd-size pieces which 
cannot be handled by automatic mechanical methods. 

However, according to the Post Office Department the 6 cents 
enalty rate has served to defeat the purpose for which it was designed. 
n reporting on H.R. 5212, the Department states “During the short 

time the 6-cent minimum ’ charge was in effect, mailers of odd-size 
pieces weighing not more than 1 ounce began to make plans to use 
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the first-class 4-cent rate for such mailings. This, the alert mailer 
realized, would save not only 2 cents postage per piece, but also 
would give him the benefit of first-class mail. Thus, in part, the 
objectives of the minimum charge can be defeated.” 

he Department recognizes that there will always be mailings of 
odd sizes and shapes but believes that a minimum 3%-cent charge 
will serve to discourage the use of odd sizes and shapes where standard 
sizes can be used and at the same time it will not drive mailings of 
this kind into first class, where it would receive preferred service 
costing more than the additional revenue produced. 


PUBLIC HEARINGS 


In hearings held by the House Committee on Post Office and Civil 
Service, representatives of several church envelope companies testified 
that the penalty rate which went into effect May 1, 1959, would have 
a damaging effect on churches and church organizations which have 
long followed the practice of mailing out boxes of church envelopes to 
be used by their members in making regular contributions. They 
stressed that the size and shape of boxes of church envelopes cannot be 
changed and that the penalty rate which went into effect May 1, 
1959, would work a real hardship on the churches and church organ- 
izations. They testified further that the increase proposed by this 
measure in the long-established rate of 3 cents per piece to 3% cents 
per piece was reasonable and would be acceptable to church 
organizations. 

Spokesmen for the American Association of Nurserymen also testi- 
fied at the hearing that the rate which went into effect May 1, 1959, 
would be disastrous to small nurserymen of the Nation who mail seed 
and nursery catalogs to farmers and home gardeners. They pointed 
out that the size of these catalogs cannot be changed without tre- 
mendous outlays for new art work and equipment. They, like the 
church envelope representatives, testified that an increase in the 
long-established rate of 3 cents to 3% cents as proposed by the bill 
would be reasonable. 

AGENCY VIEWS 


Following is a letter from the Bureau of the Budget to the chairman 
of the House Committee on Post Office and Civil Service in regard to 
this measure: 

EXecuTIvVe OrFicE OF THE PRESIDENT, 
BureEAvU OF THE Bupcert, 
Washington, D.C., March 24, 1959. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D.C. 

My Dear Mr. Cuarirman: This is in reply to your letter of March 
6, 1959, requesting the views of the Bureau of the Budget with 
respect to H.R. 5212, a bill to revise the minimum charge on pieces 
of mail of odd sizes and shapes. 

This measure would increase the existing minimum charge for 
third-class odd-size pieces from 3 cents to 3% cents. It would also 
repeal the provision pertaining to such matter contained in the Postal 
Policy Act of 1958 and Public Law 85-893. 
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‘In view of the fact that the Congress now has under consideration 
the Postmaster General’s report required by section 210 of the Postal 
Policy Act of 1958, which deals with the entire matter of dimensional 
categories of first- and third-class mail, and since H.R. 5212 would 
have a limited effect on postal revenues, the Bureau of the Budget 
would interpose no objection to its enactment. 
Sincerely yours, 
Puiture S. Hvuaues, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law propostd to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 3 of the Act of October 30, 1951, as Amended, 
(39 U.S.C. 290a-1) 


THIRD-CLASS MAIL 


Sec. 3. The rate of postage on third-class matter shall be 3 cents 
for the first two ounces or fraction thereof, and 1% cents for each 
additional ounce or fraction thereof up to but not including sixteen 
ounces in weight: Provided, That upon payment of a fee of $20 for 
each calendar year or portion thereof and under such regulations as 
the Postmaster General may establish for the collection of the lawful 
revenue and for facilitating the handling of such matter in the mails, 
it shall be lawful to accept for transmission in the mails, separately 
addressed identical pieces of third-class matter in quantities of not 
less than twenty pounds, or of not less than two hundred pieces, 
subject to pound rates of postage applicable to the entire bulk mailed 
at one time: Provided further, That the rate of postage on third- 
class matter mailed in bulk under the foregoing provision shall be 
16 cents for each pound or fraction thereof with a minimum charge 
per piece of 2 cents when mailed prior to July 1, 1960, and 2% cents 
when mailed on or after such date, except that in the case of books 
and catalogs of twenty-four pages or more, seeds, cuttings, bulbs, 
roots, scions, and plants the rate shall be 10 cents for each pound or 
fraction thereof with a minimum charge per piece of 2 cents when 
mailed prior to July 1, 1960, and 2% cents when mailed on or after 
such date: Provided further, That pieces or packages of such size or 
form as to prevent ready facing and tying in bundles and requiring 
individual distributing throughout shall be subject to a minimum 
charge of [3] 3% cents each: And provided further, That on and after 
January 1, 1959, the rates of postage on third-class matter mailed 
bv religious, educational, scientific, philanthropic, agricultural, labor, 
veterans’, or fraternal organizations or associations, not organized for 
profit and none of the net income of which inures to the benefit of 
any private stockholder or individual, shall be the rates prescribed 
by this seetion, except that the minimum charge per piece for third- 
class matter mailed in bulk by such organizations or associations 
shall be 50 per centum of the minimum charge prescribed by this 
section for such mailings. 
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Section 205 of the Postal Rate Increase Act, 1958 (72 Stat. 140; 
Public Law 85-436) 


THIRD-CLASS MAIL 


Src. 205. Section 3 of the Act of October 30, 1951 (65 Stat. 673; 
39 U.S.C. 290a-1), is amended— r 
(1) by striking out so much of such section as precedes the first 
proviso and inserting in lieu thereof the following: “The rate of 
postage on third-class matter shall be 3 cents for the first two 
ounces or fraction thereof, and 1% cents for each additional 
ounce or fraction thereof up to but not including sixteen ounces 

in weight:’’; 

(2) in the first proviso contained in such section, by striking out 
“$10” and inserting in lieu thereof ‘$20’; 

(3) in the second proviso contained in such section— 

(A) by striking out “14 cents” and inserting in lieu thereof 
“16 cents’”’; and 
(B) by striking out ‘‘1 cent” wherever appearing therein 
and inserting in lieu thereof ‘‘2 cents when mailed prior to 
a 1, 1960, and 2% cents when mailed on or after such 
ate”’; 

(4) by striking out the third proviso contained in such section; 

[(5) in the fourth proviso contained in such section, by striking 
out ‘3 cents” and inserting in lieu thereof ‘6 cents’; and] 

(6) by striking out the last proviso and inserting in lieu thereof 
the following: “And provided further, That on and after January 
1, 1959, the rate of postage on third-class matter mailed by re- 
ligious, educational, scientific, philanthropic, agricultural, labor, 
veterans’, or fraternal organizations or associations, not organ- 
ized for profit and none of the net income of which inures to the 
benefit of any private stockholder or individual, shall be the rates 
prescribed by this section, except that the minimum charge per 
piece for third-class matter mailed in bulk by such organizations 
or associations shall be 50 per centum of the minimum charge 
prescribed by this section for such mailings. 





Section 215 of the Postal Rate Increase Act, 1958 (72 Stat. 140; 
Public Law 85-426) 


EFFECTIVE DATES 


Sec. 215. (a) The provisions of this section and sections 201, 204(d), 
204(e), 209, 210, 211, 212, 213, and 214(a) (1), (2), and (4) of this 
title shall become effective on the date of enactment of this Act. 

(b) The provisions of sections 202, 203, 204(c), 204(f), 205(1), 
and 206 of this title shall become effective on the first day of the 
first month which begins at least 40 days after the date of enactment 
of this Act. 

(c) The provisions of section 204 (a) and (b) of this title shall become 
effective as provided in such section 204 (a) and (b). 

(d) The provisions of sections 205(2), 205(3), 205(4), 205(6), and 
214(a)(3) of this title shall become effective on January 1, 1959. 
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(e) The provisions of sections 207 and 208 of this title shall become 
effective on July 1, 1958. 

(f) The provisions of section 214(b) of this title shall become 
effective as of the effective date of the Civil Service Retirement Act 
Amendments of 1956. 

[(g) The provisions of section 205(5) of this title shall become 
effective on May 1, 1959.J O 
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MEDALS COMMEMORATING THE 100TH ANNIVERSARY OF THE 
SETTLEMENT OF THE STATE OF COLORADO AND COMMEMO- 
RATING THE ESTABLISH MENT OF THE U.S. AIR FORCE ACADEMY 


May 28, 1959.—Ordered to be printed” ; 


Mr. Ropertson, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany S. 1991] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 1991) to provide for the striking of medals in commemora- 
tion of the 100th anniversary of the settlement of the State of Colorado 
and in commemoration of the establishment of the U.S. Air Force 
Academy, having considered the same report favorably thereon with- 
out amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The bill authorizes the Treasury Department to manufacture for 
and sell to the Colorado Rush to the Rockies Centennial Commission 
not more than 10,000 silver medals to be made and delivered in quanti- 
ties of not less than 2,500, but no medals would be made after Decem- 
ber 31, 1959. The bill would also authorize the manufacture and 
sale by the mint to the public of silver duplicates of this medal upon 
authorization from the Colorado Rush to the Rockies Commission. 

The medals would carry suitable emblems, devices, and inscriptions 
to be determined solely by the Secretary of the Treasury. They 
would be struck and furnished at not less than the cost of manufacture, 
including labor, materials, dies, use of machinery, and overhead 
expenses; and security satisfactory to the Director of the Mint would 
be required to be furnished to indemnify the United States for the full 
payment of such cost. 

The Treasury Department has recommended the passage of the bill. 

The reasons for the bill and the significance of the occasions which 
would be commemorated are explained by a letter from the Senators 
from Colorado, Messrs. Allott and Carroll, which is printed as a part 
of this report. 
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U.S. Senate, 
May 26, 1959. 
Hon. Witurs Rosertson, 
Chairman, Senate Banking and Currency Committee, 
New Senate Office Building, Washington, D.C. 

Dear Mr. CuHatrMaANn: Further supplementing our May 19 letter 
to you, we note that you received a favorable report from the Depart- 
ment of the Treasury concerning our bill, 5. 1991, providing for the 
striking of commemorative medals for the 100th anniversary of the 
settlement of the State of Colorado and the dedication and establish- 
ment of the Air Force Academy in Colorado Springs. We also are 
pleased to note, with respect to your May 20 letter to us, that you 
will comply with our request to expedite action on this legislation. 

In order that you might be more familiar with the reasons behind 
the introduction of S. 1991 and our request for expeditious action 
on it, you will want to know that in 1859 the ‘‘rush to the Rockies” 
began when thousands of settlers poured into what is now Colorado 
in search of gold. The Colorado Rush to the Rockies Centennial 
Commission was established by act of the State Legislature of Colo- 
rado for the purpose of honoring these hardy pioneers with a celebra- 
tion throughout this year. This is now underway. The celebration 
is taking the form of unusual events, including plays, reenactments, 
pageants, sports events and the like, throughout Colorado. It is 
planned to highlight Colorado’s growth, both industrially and cul- 
turally, as well as stress the scenic beauty, the outdoor recreation 
facilities, and the hunting and fishing attractions. 

This legislation also calls for the creation of a design on the reverse 
side of the medal in commemoration of the establishment of the Air 
Force Academy, the first class of which is being graduated this June 3. 
Of course, all Coloradans are extremely proud that our State was 
chosen to be the home of this fine institution, and we desire to show 
our appreciation and pride in our good fortune by including it in our 
commemoration of the heritage of the State. 

We have received word from the Air Force Academy that a design 
has been created and will be ready, as will that of the Rush to the 
Rockies Centennial design, as soon as this legislation is passed by 
the House and Senate and signed by the President. 

We hope you will let us know if there is anything we can do to 
assist in the prompt and favorable consideration of this legislation. 
We are grateful to you for your recognition of the urgency of this 
matter. 

Sincerely yours, 
Gorvon Atxott, U.S. Senator. 
JoHun Carroit, U.S. Senator. 


O 
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AGRICULTURAL AND FARM CREDIT ADMINISTRATION 
APPROPRIATION BILL, 1960 


- 


May 28, 1959.—Ordered to be printed 


Mr. Russett, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H.R. 7175] 


The Committee on Appropriations, to whom was referred the bill 
(H.R. 7175) making appropriations for the Department of Agriculture 
and Farm Credit Administration for the fiscal year ending June 30, 
1960, and for other purposes, report the same to the Senate with 
various amendments and present herewith information relative to the 
changes made: 


Amount of bill as passed House (direct appropria- 


NUNS sins csc hs ge eta na $3, 939, 165, 498 
Amount of increase by Senate committee (net)..__- 36, 339, 650 
Amount of bill as reported to Senate.....--- 3, 975, 505, 148 
Amount of appropriations, 1959__.........-.--..-- 4, 813, 330, 350 
Amount of estimates for 1960_.............-..-_.. 4, 081, 364, 863 


The bill as reported to the Senate: 


Under the appropriations for 1959__.........-. — 837, 825, 202 
Under the estimates for 1960................- —105, 859, 715 
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GENERAL STATEMENT 


The Senate committee bill is in the amount of $3,975,505,148, a net 
increase of $36,339,650 over the House bill. The bill includes 
$1,271,983,235 for regular activities and $2,703,521,913 for restora- 
tion of capital impairment of and reimbursements to the Commodity 
Credit Corporation. The bill is $837,825,202 under the appropria- 
tions for the fiscal year 1959. This is largely due to the discontinuance 
of the acreage reserve program and due to smaller amounts being 
necessary for restorations to the Commodity Credit Corporation, 


TITLE I—REGULAR ACTIVITIES 
AGRICULTURAL RESEARCH SERVICE 


SALARIES AND EXPENSES 
RESEARCH 


The committee recommends an appropriation of $70,479,390 for 
research, an increase of $6,517,800 over the House allowance and 
$6,239,390 over the estimate. 


ADDITIONAL RESEARCH NEEDS 


Last year the committee requested the Department to study and 
report on research needs and to make recommendations thereon for 
soil and water, cotton boll weevil, and for the corn borer and other 
corn insects. 

Early this year, but after submission of the budget estimates for 
1960, these reports were submitted to the House and Senate Com- 
mittees on Appropriations. This committee conducted thorough 
hearings on the subject matter of these reports and believes that action 
should be taken now to strengthen research in each of the major 
research fields covered by the respective reports from the Department. 


SOIL AND WATER RESEARCH 


The report on soil and water research needs, if fully implemented, 
would require increasing soil and water research from $7 million to 
over $26 million annually and for capital construction of research fa- 
cilities totaling more than $20 million. The committee reviewed the 
recommendations and examined them thoroughly with officials of the 
Department during hearings on the bill, and has recommended 
strengthening of soil and water research by the amount of $2,016,800. 
These increases are in accordance with priority listings and amounts 
recommended by the Department to strengthen existing research 
stations and facilities to bring them to their most effective operating 
level before starting the construction of additional new facilities. 

In the detailed repert, considerable emphasis was given to the need 
for the instrumentation of four to six watersheds in various geographic 
regions of the country to provide needed data on precipitation- 
runoff relationship of great value to the small watershed, and general 











AGRICULTURAL APPROPRIATIONS, 1960 3 


conservation program, as well as for other agricultural purposes. In 
the priority listing furnished to the committee, the Northwest hy- 
drology research watershed received a high priority and is included 
with headquarters at Boise, Idaho, and $95,600 of the amount recom- 
mended is for the Danville, Vt., watershed where this work is under- 
way. Of the amount recommended for the Morris, Minn., Labora- 
tory, @ minimum of $50,000 will be used in eastern South Dakota. 
Within the funds allowed for soil and water research $20,000 is to be 
used in the Humboldt River watershed of Nevada, with the under- 
standing that each year of the proposed 4-year program, the State 
will continue to put up $35,000. 


RESEARCH ON COTTON BOLL WEEVIL 


The cotton boll weevil has caused heavy crop loss for many years 
throughout large areas of the Cotton Belt. A concerted research 

rogram has long been needed if effective eradication methods are to 
be developed. Based upon the recommendations in the report sub- 
mitted to the committee, an appropriation of $1,893,000 is recom- 
mended, of which $1,593,000 is a nonrecurring item to construct 
research laboratory facilities at State College, Miss., and $300,000 is 
to step up the research effort next year at present locations. 


BORER AND OTHER CORN INSECTS 


Corn is one of our most important crops and has an annual value of 
almost $5 billion. It is attacked by at least 25 major species of insects 
with an estimated annual loss of $900 million. At present the total 
research effort on corn insects is less than $800,000 a year. The 
Department report emphasized the need for adequate facilities to 
suiteitalis an accelerated research program on the corn insects. The 
committee recommends an appropriation of $1,483,000 for the con- 
struction of two laboratories, one of which is to be located at the 
Coastal Plains Experiment Station for research on the corn insect 
problems of the Southeast, and the other to be located in the Midwest. 


OTHER RESEARCH RECOMMENDATIONS 


The committee has carefully considered a number of other research 
proposals and recommends that the following be included in the bill: 

(1) $500,000 for accelerating work on livestock entomology. 

(2) $200,000 for research on the production, breeding and dis- 
eases of several vegetable crops. 

(3) $100,000, each, for instituting research on development of 
Coastal Bermuda pellets, and for stepping up utilization research 
on sweetpotatoes. 

(4) $25,000 for apple breeding in the Southeast, and 

(5) Restoration of $200,000 of the $250,000 requested in the 
budget, to initiate humane slaughter research. This amount 
does not include any funds or authorization for remodeling labora- 
tory buildings at Beltsville, Md. The committee believes that 
the new Animal Research Laboratory at Ames, Iowa, when 
completed at a cost of $16,250,000, should be used for this pur- 
pose. In carrying out the research studies authorized herein, 
the Department is urged not to overlook the needs of small 
packers. 
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NATIONAL PLANT PHYSIOLOGY LABORATORY 


The committee has heard testimony as to the need for a National 
Plant Physiology Laboratory to study the environmental factors 
affecting various crops. The Department is requested to report to 
the committee on the need for this facility, and the present work being 
done, together with the kind and scope of a strengthened research 
program required to deal with this general problem. 


UTILIZATION RESEARCH 


The committee reemphasizes its support of adequate funds for a 
realistic program of utilization research at the four regional research 
laboratories but is compelled to express disappointment at the results 
achieved at those installations thus far. In approving the 1960 fiscal 
year budget estimate for such work, plus a modest increase, the com- 
mittee nevertheless urges that the problems of utilization research be 
approached with more vigor and imagination than has apparently 
characterized such effort in the past. 

Much more was expected and predicted from these installations at 
the time of their establishment than has materialized thus far, and 
while the committee does not in any way mean to belittle the achieve- 
ments of the regional laboratories. it nevertheless believes that more 
effective progress, particularly progress directed toward increasing the 
utilization of agricultural productivity, can and should be made. 

Further, the committee specifically requests that it be kept advised 
by an annual summary report on research developments, including 
the work in progress at these laboratories, proposed new work, and 
on projects to be discontinued due to seemataahn of work or lack of 
results with the reasons for discontinuance. It is the hope of the 
committee that it will be kept better advised not only as to specific 
accomplishments in the field of utilization research but also as to 
fiscal requirements at these installations. 


PLANT AND ANIMAL DISEASE AND Pest ContTrROL 


The committee recommends an appropriation of $51,050,600 to 
carry out the regulatory programs under this head. This is $2,710,000 
over the House allowance and $1,940,600 over the estimates. The 
principal increase by the committee was $2,500,000 for brucellosis 
eradication, providing a total of $17,500,000 instead of $15 million as 
proposed in the budget. The committee notes that 15 States have 
received modified brucellosis-free certifications, which is evidence of 
the success of the program. However, in reviewing the State-by- 
State contributions to the program it notes wide variations and in- 
consistencies in State support. 

The Department is requested to review this matter in an effort to 
step up State contributions to the program, to get them more nearly 
on a matching basis in the States now making such small contributions. 

The committee also made partial restorations in the estimate of 
$100,000 in general control work, and $75,000 for cooperation with 
the States on suppressing the soybean cyst nematode. Also $35,000 
is recommended to accelerate the eradication of sheep scabies. 


Meat INSPECTION 


, The committee recommends an appropriation of $21,324,900, an 
increase of $189,900 over the House allowance and $150,000 under the 
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estimate. ‘The amount recommended is an increase of $539,800 over 
1959. 
State EXPERIMENT STATIONS 


An appropriation of $31,553,708 is recommended for payments to 
State experiment stations, the House allowance, the budget estimate, 
and the amount approved for fiscal 1959. 

For penalty mail costs of this program $250,000 is recommended, 
the amount of the estimate, and the House allowance. 


EXTENSION SERVICE 
CooperATIVE Extens1on Work, PAYMENTS AND EXPENSES 


The committee recommends an appropriation of $53,715,000 for 
cooperative extension payments to States, the amount allowed by the 
House and in the estimate, and the amount approved for 1959. 


RetiREMENT Costs FoR EXTENSION AGENTS 


The committee recommends $5,674,375 for mandatory retirement 
costs, the amount approved by the House and requested in the Budget, 
and an increase of $195,000 over fiscal 1959. 


Penatty Mat 


For penalty mail costs $2,491,307 is recommended, the amount of 
the estimate and the House allowance. 


FEepERAL EXTENSION SERVICE 


The committee recommends an appropriation of $2,242,540, the 
House allowance, and $16,255 under the budget estimate. 


FARMER COOPERATIVE SERVICE 


The committee recommends $615,800, the House allowance and 
$4,200 under the estimate for the operations of the Farmer Cooperative 


Service. 
SOIL CONSERVATION SERVICE 
CONSERVATION OPERATIONS 


The committee recommends an appropriation of $82,322,000, the 
amount of the House allowance, and $1,250,000 over the budget 
request. 

The attention of the committee has been directed to reports that 
in some States the soil conservation district organizations have entered 
into arrangements with earth-moving contractors who perform services 
paid in whole or in part from Federal funds, under which practices such 
contractors make contributions to the district organization. While 
these arrangements may not be illegal under the State laws, it is a bad 
practice. ‘The Secretary of Agriculture and the General Accounting 
Office are directed to police this matter and where they find such 
practices to exist, to report them to the committee, together with 
corrective action taken to see that the practices are discontinued. 
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WATERSHED PROTECTION 


The committee recommends an appropriation of $20,000,000, the 
budget estimate and $5,500,000 under the House allowance. 

The latest estimates received from the Department indicate that 
due to delays on the part of local participation on the installation of 
works of improvement on approved small watersheds, the carryover 
of Federal funds will amount to $14 million which together with the 
recommended appropriation of $20 million will provide $34 million 
for the program in 1960. The funds provided enable project planning 
to continue at the 1959 level. 


Fioop PREVENTION 


An appropriation of $15,000,000 is recommended for work on the 
11 major watersheds, the amount of the budget estimate and $3,000,000 
under the House recommendation. 


Water CoNSERVATION AND UtitizaTIon ProJects 


The committee recommends $75,000 for this work, the House 
allowance, the budget estimate, and $260,000 under 1959. 


GreAT PLAIns CONSERVATION PROGRAM 


The committee recommends an appropriation of $10,000,000, which 
is $2,500,000 under the budget estimate, $2,500,000 over the House 
allowance, and the amount appropriated for 1959. 


AGRICULTURAL CONSERVATION PROGRAM 


The committee recommends an appropriation of $241,500,000, the 
budget estimate and House allowance, which, together with the unused 
balances, will meet the commitments for the 1959 program. 

For the 1960 program, the committee recommends an authorization 
of $250,000,000, the House allowance, and $150,000,000 over the esti- 
mate. This same amount has been authorized for several years. 

Last year the committee inserted a provision in the bill which pre- 
cluded the restriction of eligibility requirements and cost-sharing on 

ractices in the 1959 program unless such changes were recommended 

y the individual county committee and approved by the respective 
State committee. The House bill carries this provision forward for 
the 1960 program, and the committee concurs in this action. The 
committee, however, further recommends a modification in the 
language of the proviso by striking out the phrase ‘either the 1957 or 
1958 programs” and inserting in lieu thereof “the 1959 program”. The 
new language will bring the proviso up to date and is not intended to 
affect the cost-sharing and eligibility requirements in any other manner. 

The committee has also stricken a proviso inserted by the House 
which would deprive State committees of their authority to change 
ACP fund allocations to the respective counties year by year or to 
make adjustments in the county allocations during the program year, 
as follows: 


+ preety bebHee thet the ion of the State fund 
Hittite ctreeethert be ttt eeiticty dep the TOGH peeetret: ottett 
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not be redtieed from the distebttion ef such Hind for the 1968 
proepet ere 


Five Percent TRANSFER PROVISO 


The committee agrees with the views expressed in the House report 
regarding the time-consuming and costly recordkeeping processes 
imposed on county offices and local SCS district technicians in ar- 
ranging for the transfer of and then reporting on use of ACP funds 
transferred to SCS for the servicing of technical practices under this 
program. 

After a number of years of experience the departmental officials 
concerned undoubtedly know the average cost of technical service 
charges for the various practices carried out under the transferred 
funds. " 

The new procedures put into effect in the 1959 program for arrang- 
ing transfers and the detailed accounting and billing requirements 
thereunder should be immediately reexamined and greatly simplified, 
and unless this is done the committee will consider recommending 
the deletion of any authority for the transfer of funds when it considers 
the appropriation bill for 1961. The Department is requested to re- 
port to the committee within 60 days on steps taken to carry out the 
recommended simplification of transfer of funds and the accounting 
procedures. 


AGRICULTURAL MARKETING SERVICE 
MARKETING RESEARCH AND AGRICULTURAL ESTIMATES 


The committee recommends an appropriation of $15,514,100, an 
increase of $469,600 over the House allowance and $77,100 over the 
estimate. 

The committee has restored the proposed House reduction of 
$294,600 for consumer preference studies. The results of these 
studies serve as a valuable aid to the packaging, distribution, and 
marketing of farm products. The committee believes they should be 
continued. The committee has added $50,000, in addition to the 
House increase, for cotton quality spinning research, at Clemson, 
S.C., to be performed i in the existing pilot plant. 

The committee recommends $125,000 for extension of cattle-on-feed 
estimates and reports as follows: (1) Monthly reports for Arizona and 
California; (2) extension of quarterly reports to New Mexico, Nevada 
Oregon, Washington, and Wyoming; and (3) extension of annual 
reports to Alabama, Arkansas, Florida, Georgia, Kentucky, Louisi- 
ana, Mississippi, North Carolina, South Carolina, Tennessee, and 
Virginia. 

The committee has been presented with testimony regarding the 
need for crop estimating and reporting work on caneberries, bush- 
berries, and other small fruit crops. The Department is requested 
to examine this carefully with a view to making a start on this work 
within the total amount provided. 


MARKETING SERVICES 


The committee recommends an appropriation of $26,306,600 for 
marketing services, an increase of $1,444,000 over the House allowance, 
to provide the budget estimate of $10,497,000 for poultry inspection. 
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PAYMENTS TO STATES, TERRITORIES, AND PossEssions 


The committee recommends $1,195,000, an increase of $35,000 over 
the House and the budget estimate to expand work on promotion of 
potatoes. 


Scnoot Luncu PrRoGRAM 


An appropriation of $110 million is recommended, the House allow- 
ance, $10 million over the estimate, and the amount appropriated for 
fiscal 1959. Last vear the appropriation act carried a provision mak- 
ing $35 million available by transfer from section 32 funds to section 6 
to be used for the purchase of foods. 

The committee believes that the Department is better equipped to 
handle the purchase of foods, and to balance this procurement with 
the donations of Government-owned foods, which it makes to the 
school lunch program than would prevail if the House proposal for 
utilizing $43,657,248 of section 32 funds were to be undertaken. The 
committee accordingly recommends the deletion of the House pro- 
vision, and inserts in lieu thereof the following provision: 


: Provided further, That $43,€57,248 shall be transferred to 
this appropriation from funds available under section 32 
of the Act of August 24, 1935, for purchase and distribution 
of agricultural commodities and other foods pursuant to 
section 6 of the National School Lunch Act, such additional 
funds to be used for the general purposes of section 32 


The committee amendment inserts the language carried in the 1959 
appropriation act, and the amount of the House proviso which pro- 
vides a total of $153,657,248 of Federal financing for the school lunch 
program as proposed in the House bill. 


FOREIGN AGRICULTURAL SERVICE 


The committee concurs in the House allowances for the operation 
of this service which makes a total of $7,321,300 available, and is 
$100,000 under the estimate. Foreign currencies are available in 
large quantities and are readily transferable between countries. 


COMMODITY EXCHANGE AUTHORITY 


The committee recommends an appropriation of $900,000 the 
amount of the budget estimate and a decrease of $9,500 under the 
House bill. The sum recommended is $4,500 over the 1959 appro- 
priation. 


SOIL BANK PROGRAM 
CONSERVATION RESERVE 


The committee recommends an appropriation of $340 million to 
pay the contractual obligations, cost sharing, and administrative 
expenses of this program, and to cover the liquidating costs of the 
acreage reserve program. 

The appropriation recommended is $30 million over the House 
and $20,370,000 under the estimate. Based upon the latest estimates 


AGRICULTURAL APPROPRIATIONS, 1960 9 


available to the committee together with funds from 1959 which can 
be carried forward, this will be adequate. The committee has also 
increased the expense limitation from $18 million to $18,900,000 to 
partially restore the estimate of $19,318,000. 

For the 1960 program authorization, the committee recommends 
$450 million, an increase of $125 million over the House and $75 
million over the estimate. The full authorization under law is 
recommended since the 1960 program will be the last, and many 
qualified applicants were unable to put their land under contract 
last year due to inadequacy of the 1959 authorization. 


NEED FOR STRENGTHENED ADMINISTRATION 


The committee does not approve of the tentative plans of the 
Department to redistribute State or area allocatioas under the con- 
servation program to deal with unusual conditions existing in any 
one crop. If there is to be any change of policy on the allocation 
of funds the Department should give first consideration in the 1960 
program to those applicants the 1959 program signups not included 
in the 1959 program because they were in excess of the available fund 
allocations. 

It shall give due regard in the distribution of the funds under this 
authorization to those areas where cultivated and actually farmed 
land is being offered for contract and on which the conservation 

ractices to be installed will bring about permanent conservation 
eeu and land use adjustment. 

Careful attention shall be given to preclude large allotments of 
funds for contracts in geographic areas where it may be used for 
disaster relief involving excessive rental payments for long contract 
periods on marginal cropland, as has been widely reported. 

Officials of the Department stated that there had been numerous 
instances where practices had to be reestablished, and this cost sharing 
may run as high as $10 million. The committee has carefully con- 
sidered this rnatter and is opposed to any of the funds appropriated 
herein being used for this purpose, except in case of natural disaster 
Federal cost-sharing on repeat practices is approved, if it is reduced by 
50 percent. 

The committee expects the above and other precautionary measures 
be taken by the Department in administering the 1960 program 
authorization, and the contracts already in effect. It believes that 
if adequate regulations and operating instructions are issued, and 
carried out by State and county committees the objectives of the 
limitations inserted by the House are not needed. 

The committee has modified the House provision inserted to limit 
total payments to any individual who enters into a contract by 
making the limitation apply only to the rental payment in lieu of 
rental and practice payment as proposed by the House. The com- 
mittee also raised the amount from $3,000 to $5,000. The committee 
recommends the deletion of the following provisions inserted by the 
House: 


: Provided further, That clause (2) of the fourth proviso 
relating to annual rental payments under this head in Public 
Law 85-459 shall not be applicable to contracts hereafter 
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entered into: Provided further, That no part of these funds 
may be used to enter into contracts for a period in excess of 
five years or to pay annual rentals in excess of a fair rental 
value of land placed under contract, such fair rental value to 
be based on the actual production diverted each year 


COMMODITY STABILIZATION SERVICE 
AcREAGE ALLOTMENTS AND MARKETING QuoTas 


The committee recommends an appropriation of $39,135,000, the 
amount of the House allowance, the budget request, and $2,580,000 
below the funds available for fiscal 1959. 

Under this head $2,735,000 is provided to provide a 10 percent aver- 
age increase of salaries for employees of county agricultural stabiliza- 
tion and conservation committees, effective July 1, 1959. Most of 
the estimated pay cost, amounting to $8,179,000 in all, is derived from 
increases authorized in administrative expense limitations of various 
programs administered by the Commodity Stabilization Service. 

The additional funds for pay increases provided in this bill are to be 
used only to reestablish the salary relationship which existed between 
the salaries paid county committee employees and other local and 
Federal employees prior to enactment of the Federal Employees 
Salary Increase Pay Act of 1958, and in accordance with the pay scales 
developed by the Department in recent years. 

This committee agrees with the House that the number of employees 
in county committee offices should be kept to the minimum. 


SUGAR ACT PROGRAM 


The committee recommends an appropriation of $71,500,000, the 
House allowance and the budget estimate, a decrease of $4,500,000 
under the amount appropriated for 1959, to make payments to domes- 
tic producers of sugarcane and sugar beets, 


FEDERAL CROP INSURANCE CORPORATION 


The committee recommends an appropriation of $6,376,700 for 
operating and administrative expenses, the amount of the estimate 
and the House allowance, and the amount available in 1959. 

The Corporation also has authority to spend up to $2,330,000 from 
premium income for operating costs, 


RURAL ELECTRIFICATION ADMINISTRATION 
Loan AUTHORIZATIONS 


The committee recommends an authorization of $136 million for 
the electric loan program and $79 million for the telephone program, 
the respective authorizations are the same as the House allowance 
and the budget request. In addition a contingency authorization of 
$25 million is authorized for each program. 

The recommended authorization for electric loans is $181 million 
under 1959 but due to carryover authorizations and rescissions, it will 
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provide for an estimated $245 million loan program for 1960. The 
recommended authorization of $79 million for the telephone program 
represents an increase of $11,500,000 over 1959. This sum together 
with the carryover authorization and contingency authorization will 
provide ample authorization for the estimated program of $105 million. 


SALARIES AND EXPENSES 


An appropriation of $9,632,000 is recommended for administrative 
expenses, the amount of the House allowance, the budget estimate, 
and an increase of $30,700 over funds available in fiscal 1959. 


FARMERS HOME ADMINISTRATION 
LoaN AUTHORIZATIONS -° 


The committee recommends loan authorizations totaling $206,- 
000,000, together with a contingency authorization of $20,000,000 
for farm operating and farm ownership loans. The recommended 
authorizations are the same amount as the House allowance and are 
$33,000,000 over the budget estimate. 

The authorizations recommended are the same as for 1959 except 
for the soil and water conservation loans, which have been decreased 
from $5,500,000 in 1959 to $2 million. The recommended authoriza- 
tion is $3,500,000 under 1959 but is $1 million over the estimate. 
Departmental officials based their request for reduced soil and water 
loan authorization upon the anticipated availability of ample insured 
loan funds to meet requirements. 


SALARIES AND EXPENSES 


The committee recommends an appropriation of $31,189,500, the 
amount available in 1959, an increase of $889,500 over the House 
allowance, and $110,500 under the estimate. 

The reduction proposed by the House appears to be based upon the 
decreased need for disaster loans. The administrative cost of making 
disaster loans is financed from the disaster loan revolving fund and not 
from this appropriation. The agency has previously reduced the size 
of its Washington office and field office staffs as well as the number of 
field offices, and the reduction proposed would result in closing addi- 
tional county offices. 

In addition to conducting the recommended loan program author- 
ized for 1960 at the same level as for 1959, the agency has the responsi- 
bility for servicing outstanding loans of over $1 billion. The com- 
mittee believes it essential that adequate administrative funds be 
provided for making new loans, and in servicing outstanding loans to 
protect the outstanding record the agency has on repayments. 


OFFICE OF THE GENERAL COUNSEL 


The committee recommends an appropriation of $3,208,750, an 
increase of $93,450 over the House allowance, to partially restore the 
budget estimate of $3,310,500. In addition this office expects to 
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receive a transfer of $195,200 from other agencies making a total 
available of $3,403,950 to carry out the legal work of the Department, 


OFFICE OF THE SECRETARY 


For the Office of the Secretary and immediate staff offices an appro- 
priation of $2,881,000 is recommended, the House allowance, the 
budget estimate and $20,750 over 1959. 


OFFICE OF INFORMATION 


The committee concurs with the House allowance providing an 
appropriation of $1,431,665 for this office, the amount of the budget 
estimate and an increase of $3,000 over the appropriation for the 


fiscal year 1959. 
LIBRARY 


The committee recommends an appropriation of $900,000, which 
is $32,600 under the budget estimate, and the amount of the House 
allowance. 

The committee concurs in the Department proposal to strength n 
field library services at locations where there are concentrations of 
specialized research workers. 


TITLE II—CORPORATIONS 
COMMODITY CREDIT CORPORATION 


RESTORATION OF CAPITAL IMPAIRMENT 


The committee recommends an appropriation of $1,435,424,413, 
which is $100 million under the budget estimate, and the amount of 
the House allowance. 

The committee shares the views expressed in the House report that 
the Secretary of Agriculture and the officials of the Corporation 
should make greater efforts to dispose of Government-owned com- 
modities in the world markets and to thereby reduce the cost of stor- 
age, interest, and handling charges. 


LIMITATION ON ADMINISTRATIVE EXPENSES 


The committee recommends an authorization for corporate admin- 
istrative expenses of $42,771,000, an increase of $3,171,000 over the 
House allowance, and $2,529,000 under the estimate. The recom- 
mended increase is to be placed in the contingency reserve and is to 
be used only if an unforeseen increase in workload develops. 


Size LimiraTION ON Commopitry Crepit Loans 


The Hou:e adopted an amendment restricting the processing of 
commodity credit loans. The committee recommends that the amend- 
ment of the House be stricken, as follows: 


+ Provided further, That ne funds eappreprieted in this 
Sette: stl be Heed te pees fb Cetttedtt Credit betes 
aritel: t+ Ht excess of BAH-H00 
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In lieu of the stricken proviso the committee recommends insertion 
of the following language: 


: Provided further, (1) That no part of this authorization 
shall be used to formulate or carry out a price support program 
for 1960 under which a total amount of price support in excess 
of $50,000 would be extended through loans, purchases, or pur- 
chase agreements made or made available by Commodity Credit 
Corporation to any person on the 1960 production of all agri- 
cultural commodities, (2) that the term ‘‘person”’ shall mean an 
individual, partnership, firm, joint-stock company, corporation, 
association, trust, estate, or other legal entity, or a State, 
political subdivision of a State, or any agency thereof, (3) that 
an the case of any loan to, or purchase from, a cooperative 
marketing organization, such limitation shall not-apply to the 
amount of price support received by the cooperative marketing 
organization, but the amount of price support made available to 
any person through such cooperative marketing organization 
shall be included in determining the amount of price support 
received by such person for purposes of such limitation, and (4) 
that the Secretary of Agriculture shall issue regulations pre- 
scribing such rules as he determines necessary to prevent the 
evasion of such limitation 


The committee amendment clarifies several points which were not 
clear in the House amendment. The proposed amendment will be 
effective on 1960 crops. It defines coverage, and in general contains 
suggestions from the Secretary of Agriculture which were sent to the 
committee for its information and guidance in considering the effect 
of the House limitation on loans. 


REIMBURSEMENT TO Commopity CreEpIT CoRPORATION FOR SPECIAL 
ACTIVITIES 


The committee recommends an appropriation of $1,268,097,500 to 
reimburse the Commodity Credit Corporation for the estimated cost 
of authorized programs for fiscal 1959, the amount of the estimate, 
and the House allowance. This is $68,657,311 under the amount 
appropriated for fiscal 1958 costs in the Second Supplemental Appro- 
priation Act, 1959. 

A listing of the several items covered under this head, the respective 
amounts for 1959 and 1960 costs follows: 


Appropriation, | Appropriation, 
1959 (1958 1960 (1959 esti- 







costs) mated costs) 
ee ae $80, 800, 000 $63, 875, 000 
Emergency famine relief to friendly peoples__.................-.----.--.- 119, 270, 000 104, 508, 000 
Sales of surplus agricultural commodities for foreign currencies_.........- 1, 033, 515, 000 968, 016, 000 
Transfer of bartered materials to supplemental stockpile-- _ 2, 250, 335 129, 000, 000 
Grain for migratory waterfowl___-_-_..-- 18, 506 35, 000 
Animal disease eradication activities. =" 19, 390, 100 1, 056, 500 
Grading and classing activities... ..- one 1, 510, 870 1, 607, 000 


DO vnceicscnisscs sdnngeupibesinintbanthietgeniagadindae 1, 336, 754, 811 1, 268, 097, 500 
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TITLE III—RELATED AGENCIES 
FARM CREDIT ADMINISTRATION 


For the Farm Credit Administration the committee recommends 
an administrative expense limitation of $2,125,000, the amount of the 
estimate, the House allowance, and the amount authorized in 1959. 

The necessary liquidation expenditures for the Federal Farm Mort- 
gage Corporation are provided for by language in the bill. 

he intermediate credit banks, pursuant to the Farm Credit Act of 
1956, are no longer subject to congressional expense limitation. 


TITLE IV—GENERAL PROVISIONS 


The committee has placed a limit of $1,500,000 on the appropriation 
for research and service work to be done by contracting, and has 
stricken from the bill the proposed language to do this work by grants. 
The committee believes it should be furnished with more facts and 
details as to the work done under contract and proposed to be done 
through grants before acting on this new proposal. 
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86TH CONGRESS I SENATE | Report 
1st Session No. 331 








ALASKA OMNIBUS BILL 


May 28, 1959.—Ordered to be printed 


oe” 


Mr. GRUENING, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8S. 1541] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1541) to amend certain laws of the United States 
in light of the admission of the State of Alaska into the Union, and 
for other purposes, having considered the same, report favorably 
thereon with amendments and recommend that the bill as amended 
do pass. 

ommittee action on the measure, which has bipartisan sponsorship, 
was unanimous. 


PuRPOSE OF THE BILL 


S. 1541 is a measure made necessary by the change in the status 
of Alaska from a great Territory to a great State of the United 
States on an equal footing with each of the other States of our Union. 
For some 90 years prior to enactment in the 85th Congress of the 
Alaska Statehood Act, Alaska had been a dependent area, without 
voting representation in Congress. It was included in or omitted 
oo Federal statutes and Federal programs in an at times inconsistent 
ashion. 

By enactment of Public Law 508, the Admission Act, the 85th 
Congress did not attempt to deal with all of the changes in these 
Federal laws and programs that would be necessary because of 
Alaska’s changed status, nor did it attempt to work out in detail 
the means of facilitating the orderly transfer of the myriad functions 
performed by the Federal Government under Territorial status to 
the new State government where they properly belong under our 
system. ‘These purposes the present bill seeks to accomplish. 

S. 1541 is an omnibus bill and was drafted by the Bureau of the 
Budget with the cooperation and assistance of all of the other branches 
of the Government at the direction of the President. The measure 
would (1) make Alaska eligible to participate in a number of Federal 
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grant-in-aid programs on a comparable basis with the other States; 
(2) terminate certain special Federal programs in Alaska; (3) authorize 
various measures required to facilitate an orderly transition, includin 
property transfers and transitional grants; (4) clarify the applicability 
or inapplicability of certain laws to Alaska; and (5) eliminate in- 
appropriate references to the “Territory of Alaska” in Federal statutes, 

Public hearings were held by the full committee under the chairman- 
ship of Senator Henry M. Jackson, of Washington. Senator Jackson 
had served as chairman of the hearings on the Alaska statehood bills, 
and because of his intimate knowledge of the facts was designated by 
the committee chairman, Senator Murray, of Montana, to act as 
chairman of the omnibus bill hearings as well. Spokesmen for the 
State were heard, as well as from Federal executive agencies. The 
amendments adopted by the committee have the acquiescence of all 
parties concerned. 

Masor Provisions 


A detailed section-by-section analysis of S. 1541 as reported is set, 
forth in this report, but the committee believes it would be helpful to 
explain and discuss here some of the bill’s major provisions. 
Grant-in-aid programs 

Alaska already participates in the majority of Federal grant-in-aid 
programs on the same basis as other States. However, there are a 
number of Federal grant-in-aid programs where Alaska is still ac- 
corded, as it was when a Territory, treatment different from that of 
other States. As a full and equal member of the Union, Alaska 
should not receive more or less favorable treatment than other States 
under these programs. The bill, therefore, would amend pertinent 
laws providing Federal assistance for national defense education, 
vocational education, school construction and operation in federally 
affected areas, highway construction, vocational rehabilitation, water 
pollution control, hospital and medical facilities construction, old-age 
assistance, aid to dependent children, aid to the blind, aid to the per- 
manently and totally disabled, and child welfare services to bring 
Alaska under the apportionment and matching formulas applicable 
to all other States as soon as possible. Since the fiscal year 1960 
apportionments have already been made, Alaska would not participate 


in the Federal-aid highway program on an equal basis until fiscal year 
1961. 


Termination of special programs 

Consistent with the policy of placing Federal relationships with the 
State of Alaska on the same basis as those with other States, the bill 
terminates certain special Federal programs in Alaska. These include 
special Federal grants to Alaska for general and mental health and 
the program for construction of recreation facilities. The amounts 
which Alaska would have received under these programs were taken 
into account in determining the amount of transitional grants author- 
ized by section 44(a) of the bill. Provision is also made in the bill 
for the transfer to the State of Alaska of responsibility for the con- 
struction and maintenance of highways (sec. 21) and maintenance and 
operation of public airports (sec. 35). Transfer from a system of 
Federal courts to a State court is provided by section 18 of the State- 
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hood Act, and transfer of fish and game management functions is 
covered in section 6 of the Statehood Act. 


Transitional measures 


There has been almost a revolutionary change in governmental 
programs and responsibilities since the last new States prior to Alaska, 
Arizona, and New Mexico, were admitted into the Union 47 years ago. 
The United States in 1912 was only at the threshold of the era of the 
internal combustion engine. Automobiles were numbered in the 
thousands. Commercial aviation was unknown. The present con- 
cept of Federal grants-in-aid to States for construction of highways 
and airports, health services, education and welfare had not yet been 
developed. Consequently, Alaska presents many unprecedented and 
difficult problems not previously encountered when new States were 
admitted into the Union. However, as will be shown later in this 
report, special grants to new States upon admission to the Union to 
enable them to get their State governmental machinery in motion 
are by no means unprecedented. (See appendix.) 

Transitional problems for the new State of Alaska are greatly com- 
licated by the fact that Alaska had been totally excluded from the 
ederal highway program from 1916 to 1956 and since then has par- 

ticipated in that program only on a very much reduced basis. In 
addition, there was lack of early action in Alaska on aid to airports 
with the result that the Federal Government built and operated 
Alaska’s two major international airports. Alaska was denied its 
own judiciary by the Organic Act of 1912 so that the Federal Govern- 
ment administered and still administers justice in Alaska. The new 
State must now proceed to build its own judicial system. Therefore, 
the best interests of both the State of Alaska and the Federal Gov- 
ernment will be served by transferring to the State in a prompt and 
orderly manner full responsibility for foenl government functions now 
performed by the Federal Government. 


State finances 


Since the Federal Government has insisted on retaining more than 
99 percent of the land area of Alaska in the public domain and only 
in the Statehood Act has transfer to State ownership of some of 
the lands been initiated, it is recognized that some time necessarily 
will elapse before Alaska can either increase its revenues derived from 
existing sources or benefit fully from the revenues derived from public 
lands and other resources to be made available to the State by the 
Statehood Act. Without assistance, both in the form of funds and 
facilities and equipment, Alaska would be compelled to postpone for an 
indefinite period the assumption of some or all of the local government 
functions now performed by the Federal Government. In order 
to facilitate the assumption by the State of responsibilities hitherto 
performed by the Federal Government, section 44(a) authorizes the 
payment of transitional grants to the State in an amount of $10.5 
million for the fiscal year ending June 30, 1960; the sum of $6 million 
for each of the fiscal years ending June 30, 1961, and June 30, 1962; 
and the sum of $3 million for each of the fiscal years ending June 30, 
1963, and June 30, 1964. The grants would be unearmarked and 
available as a general supplement to the State’s financial resources. 

Sections 21, 35, and 45 of the bill authorize the transfer of property 
and equipment to the State without monetary consideration where 
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the State assumes responsibility for a function which has been termin- 
ated or curtailed by the Federal Government. The provisions regard- 
ing property transfers follow the precedent established by the State- 
hood Act which also authorized transfers of property and equipment 
in connection with the transfer of Federal functions, such as conserva- 
tion of fisheries and wildlife, to the State of Alaska. Furthermore, 
the highway equipment and properties to be transferred to the State 
were procured with funds made available to or contributed by Alaska 
under the Federal-aid highway program or transferred from the 
Alaska Roads Commission when Alaska was first brought under the 
Federal highway program. ‘Title to such property was vested in 
the United States only because the Bureau of Public Roads performed 
most of the functions of a Territorial highway department. If Alaska 
had been treated as other States and Territories, title to these proper- 
ties would have vested in Alaska from the very beginning. 

Safeguards are provided by the bill to assure that there will be no 
interruption or impairment of services now provided by the Federal 
Government during the transitional period. Under subsections (b) 
and (c) of section 44, Alaska would be given the options of (1) receiv- 
ing the entire transitional grant and administering the transferred 
programs directly or by contract with a Federal agency, or (2) request- 
ing that a portion of the transitional grant be allocated by the President 
to finance continued Federal operations for an interim period. 


Claims Commission 


Section 46 of the bill authorizes the establishment of a temporary 
three-member Commission to adjudicate any disputes arising between 
the United States and the State of Alaska concerning property trans- 
fers under section 6(e) of the Statehood Act or pursuant to the provi- 
sions of S. 1541. The Commission would not have authority to make 
monetary settlements. The committee amended this section to pro- 
vide for Senate confirmation of members of a Commission; to provide 
for removal of Commissioners for cause in order to clarify any ques- 
tions which might arise concerning this in the light of certain court 
decisions holding that in the absence of specific authorization in law 
the President does not have this authority; to provide for continuity 
of functions of the Commission in the event of a vacancy; to prohibit 
the appointment of any Commission after June 30, 1965; and to delete 
language making determinations of the Commission final and conclu- 
sive for all purposes, notwithstanding any other law to the contrary. 


Cost 


The committee requested and was furnished by the Bureau of the 
Budget with a comparison between the costs which would be incurred 
by the United States if it continued the special Federal programs in 
Alaska which are being terminated and the amounts of transitional 
erants authorized by section 44 of the bill. The proposed amounts 
of transitional grants only slightly exceed what would have been 
the net Federal expenditures for the various special programs if 
Alaska had remained a Territory. The difference averages approxi- 
mately $700,000 a year over the 5-year transitional period. By facili- 


tating the transfer of functions from the Federal Government to the 


State of Alaska, the transitional grants will, of course, make possible 
significant savings to the Federal Government and reductions in 
Federal personnel by the close of the transitional period. 
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The President’s budget for fiscal year 1960 carries no requests for 
funds for the operation and maintenance of the Anchorage, Fairbanks, 
and Alaska intermediate airports; general health and mental health 

ants; and construction of recreation facilities. For this reason the 
early enactment of S. 1541 has become a matter of urgent importance, 
since no funds will be available to finance these essential public serv- 
ices, er through the transitional grants authorized by section 44 
of the bill. 

The Bureau of the Budget presentation is contained in the following 
table: 


Federal expenditures if Alaska remained a territory 


[Figures in thousands] 














| 1960 | 1961 | 1962 1963 1964 
a Oe SC | COO | 
Anchorage and Fairbanks Airport capital improve- | 
USE ae ee GR OO 8 tented gcc bate oo deine eee 
0. & M. costs (Anchorage and Fairbanks Airports). 845 $845 $845 $845 $845 
0. & M. costs (intermediate airports) ...............- 593 593 593 593 593 
nd ORS GONE A... .ncanaveccnddanimmednandin 2 4,000 4, 000 4,000 |....-- noleeemd 
Mental health grant_.......................... bem te 800 800 600 1900, + 900 
SS RNIN CUR cotickiiwnbdcencinhanthcctiananet 638 638 638 638 
Feserentional QrOgraml. ... ..ccccndcvbisinsdiadddccatiakt 100 100 | ics ee 
Bethe ih sg. aktitemichowhisnk Medios 11, 476 | 69 976 6.6 676 2976 2976 
EE SERS GUO c cancascncdsabsndansenaguphod —1, 215 1,215 —1, 215 bac 6 315 _ hs ais 
ee 761. ae oh 761 


3, 000 


EE .cppestionwnateindnpetiiniehaseuenseintaren 10, 261 5, 761. 5,461 461 
3, 000 


10, 500 6, 000 6, 000 








1 Represents a condensation of mental health grants authorized for 1963-67 which total $1,800,000. 

? Alaska will share in the Federal-aid highway program on regular basis, with no aid funds available for 
maintenance, beginning with the 1961 allotment. Since the 1961 allotment is actually made available to 
States beginning in 1960, Federal funds which would have been available for maintenance out of that allot- 
ment were included in computing the 1960 transitional grant, 


Applicability of laws 


The bill would clarify the applicability or inapplicability of certain 
Federal laws to Alaska. These include the Sugar Act, a portion of 
the Investment Company Act of 1940 not hitherto applicable to cer- 
tain Alaska companies, the Federal Youth Corrections Act, certain 
provisions relating to parole, the act of June 8, 1940, for protection 
of bald eagles, a statute relating to the transportation of bodies of 
veterans who have died in Veterans’ Administration facilities, and 
section 29 of the Federal Register Act relating to notice of hearings 
The bill would also amend the Statehood Act to clarify Federal juris- 
diction over public domain lands; provide for the termination of cer- 
tain “Territorial laws’’ administered by Federal agencies; clarify the 
applicability to Alaska of the statute regarding the importation of 
milk and cream, the Buy American Act and the Defense Base Act. 


Nonsubstantive changes in existing laws 

Several provisions of the bill do not make substantive changes in 
existing law but either eliminate inappropriate references to Alaska 
as a Territory or make other language changes which are considered 
necessary and appropriate because of Alaska’s changed status. Sec- 
tions 7, 8, 9, 10, 11, 15, 16, 20, 25, 26, 27, 30, 33, 36, 37, 39, and 41 
are technical and perfecting amendments. 

While section 10 of the bill merely strikes unnecessary references 
to Alaska and the Territory of Alaska in provisions of the National 
Housing Act authorizing increased dollar limitations for Federal home 
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mortgage insurance in Alaska, questions were raised concerning the 
appropriateness of continuing provisions of law applicable to a single 
state. The committee recognizes that there should be sufficient flexi- 
bility in the administration of the housing program to take into 
account unusual conditions in Alaska where construction costs exceed 
those in other States by more than 100 percent. It is the view of 
this committee, however, that it would be preferable to provide the 
desired degree of flexibility through a general provision of law applica- 
ble to any State where high costs or other unusual conditions warrant 
special treatment, rather than by providing special treatment for the 
residents of a single State. Since the Alaska Omnibus Act is not the 
appropriate vehicle for accomplishing general amendments to the 
housing laws, the committee has instructed the Housing and Home 
Finance Agency to study the problem and to submit its recommenda- 
tions to the Congress as a separate legislative proposal. 


CoMMITTEE AMENDMENTS 


The greater part of the committee amendments to S. 1541 are per- 
fecting or clarifying. Some few are substantive. The committee 
believes that explanation would be helpful in the following matters. 
Administration of fisheries 


Section 2 of the bill has been amended by adding new subsection (b) 
which amends section 6(e) of the Alaska Statehood Act by striking 
out the word “legislative” and inserting in lieu thereof the word 
“calendar.” 


Section 6(e) of the Alaska Statehood Act (72 Stat. 339, 340) 
provided— 
That the administration and management of the fish and 
wildlife resources of Alaska shall be retained by the Federal 
Government under existing laws until the first day of the 
first calendar year following the expiration of ninety legisla- 
tive days after the Secretary of the Interior certifies to the 
Congress that the Alaska State Legislature has made ade- 
quate provision for the administration, management, and 
conservation of said resources in the broad national interest. 


The committee amendment would change the 90 legislative days 
provision to 90 calendar days. The Secretary’s certification was 
received by the Speaker of the House and the President of the Senate 
on April 28, 1959. In view of the uncertainty that exists with respect 
to the computation of 90 legislative days, the possibility that the 1st 
session of the 86th Congress may end before 90 such days, however 
computed, have expired and that this would prevent a transfer from 
taking effect until January 1, 1961, at the earliest, and the belief of 
the committee that 90 calendar days (which will almost certainly 
elapse before the end of the current session) will be enough to allow 
examination of the adequacy of the Alaska Legislature’s work, the 
committee recommends enactment of section 2(b). This amendment 
of the basic act will not require a recertification by the Secretary. 


Criminal Code 


Section 17 of the bill has been amended by adding a new subsection 
(d) amending title 18 of the United States Code, section 1385, by 
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deleting the last sentence thereof. At the present time no part of the 
U.S. Army or the Air Force may be used as a posse comitatus or 
otherwise to execute laws, except in Alaska. The amendment would 
eliminate the exception for Alaska, 


Courts 


Section 23 of the bill as introduced would have provided for annual 
sessions of the Ninth Circuit Court of Appeals in Anchorage, Alaska. 
This provision was written into the measure because it was felt that 
Alaska’s historic ‘‘remoteness,”’ both physical and psychological, from 
the west coast cities in which the court now sits may have prevented 
some litigants from exercising fully their rights of appeal. Therefore, 
it was deemed desirable to bring the court to the people, rather than 
to continue to require the people to come to the court, some 1,500 or 
more miles distant. ? 

However, the presiding judge of the ninth circuit, the Honorable 
Walter L. Pope, expressed vigorous objection to the committee chair- 
man, Senator Murray. The judge pointed out that the Judicial 
Council of the Ninth Circuit had not been consulted on the question; 
that an analysis of the cases decided by the court since 1951 showed 
that an average of no more than 3% Alaska cases a year would have 
reached the appellate court had Alaska been a State; and that the 
court was not required, by statute, to go to Montana, for example, 
with some three times the population of Alaska. 

In view of the conflicting views, the committee decided to direct 
the Judicial Conference to make a study and report its recommenda- 
tions to the Congress. 

Under present law the court is authorized to sit anywhere in its 
circuit, including Anchorage, whenever the court itself decides that 
the pressure of business requires it or the ends of justice will be 
served thereby. 

Another amendment to section 23 concerns court funds. The words 
“and approved by the Administrative Office of the U.S. Courts” 
have been added. The purpose of the amendment is to assure 
adequate control over the expenditure of funds derived from courts 
fees and fines by the district courts for the Territory of Alaska. Any 
outstanding balances in the court funds are to be turned over to the 
State of Alaska when the Federal District Court for Alaska is estab- 
lished. 


Defense Base Act and War Hazards Compensation Act 

The bill has been amended by adding a new section 40 (Defense 
Base Act) and section 42 (War Hazards Compensation Act). These 
amendments resolve certain liability questions arising from Alaska’s 
statehood and provide that employees of private employers working 
in defense base areas in Alaska shall be subject, as in other States, to 
the provisions of the State workmen’s compensation laws. 


Technical amendments 

The bill has been amended by adding new section 41 (timber re- 
moval) and 43 (Buy American Act). These amendments delete in- 
appropriate references to Alaska in existing laws. 
Transfers of property 

Section 45 has been amended to provide for transfer of Federal 
property to the State upon curtailment as well as upon termination of 
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Federal activities. This amendment is made in order to authorize 
such transfers when a function has not been finally completed, but 
property utilized is no longer required by the Federal agency, 


Claims Commission 


The committee amendments to section 46 (Claims Commission) 
have been discussed in the part of the report dealing with transitional 
measures. 


Other subjects 


The bill has been amended by adding new section 49 providing 
that the amendments of certain statutes by deleting therefrom specific 
references to Alaska or the Territory of Alaska shall not be construed 
to affect the applicability or inapplicability to Alaska of other statutes 
not so amended. The purpose of the amendment is to avoid any 
inference, from the inclusion of amendments to certain statutes and 
the possible omission of others, that it is the Congress’ intent that the 
latter shall cease to be applicable in or to Alaska. 


Marrers EsprecitaLty CoNsIDERED 


The committee has included provisions in this bill placing the State 
of Alaska under the Federal-aid highway program on the same basis 
as all other States. It has done so with the full realization, however, 
that with respect to highways Alaska has been inequitably treated in 
the past and would have entered upon statehood with a highway 
system much more advanced if it had been treated with respect to 
Federal highway aid on the same terms as the other States and 
Territories. As has been pointed out, Alaska did not participate at all 
in the Federal-aid highway program until 1956 and from then on only 
on a limited basis. 

The committee, therefore, feels that the the Congress still has a 
responsibility and a duty to examine this situation in the near future 
more closely in order to provide for equitable and equal treatment for 
the new State. 

It is hoped that the appropriate committees of the Congress will, 
therefore, study fully this problem and recommend at the earliest 
possible moment the steps needed to assure Alaska’s participation in 
the highway program on the basis of full equality, taking into con- 
sideration its limited past participation. 

As to the Claims Commission, the hope was expressed in the com- 
mittee that it would never be necessary to establish and use such a 
Commission. However, if it is necessary to set up such a body, it is 
the clear intention of this legislation that there will be prompt filing 
and prompt adjudication of all matters brought before the Commis- 
sion so that it will terminate its functions as soon as possible after 
January 1, 1965. In sum, the Commission authorized is not to be a 
permanent, continuing body. 
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SECTIONAL ANALYSIS 
SHORT TITLE 


Section 1 provides that the act may be cited as the Alaska Omnibus 


Act. 


FEDERAL JURISDICTION 


Section 2, in subsection (a), would amend section 4 of the Statehood 
Act. Section 4 now provides, in pertinent part, that Alaska and its 
people disclaim any right (a) to any lands in Alaska the right or title 
to which is now held by the United States, except for land ‘eranted to 
Alaska by the Statehood Act, and (b) to land and property held by 
Alaska natives or held in trust by the United States for such natives. 
The section further provides that “all such lands * _* * shall be and 
remain under the absolute jurisdiction and control of the United 
States.” It was intended that such absolute jurisdiction would apply 
to native lands only ((b) above), but the language actually enacted 
might be interpreted as comprehending the lands described in both (a) 
and (b). The amendment would make clear that ‘the absolute juris- 
diction and control of the United States” does not apply generally to 
land held by the United States in Alaska, but only to land and property 
held by natives or by the United States in trust for natives. 

Subsection (b) of section 2 would amend section 6(e) of the State- 
hood Act. Section 6(e), in pertinent part, now provides that the 
administration and management of the fish and wildlife resources of 
Alaska shall be retained by the Federal Government under existing 
laws until the first day of the first calendar year following the expira- 
tion of 90 legislative days after the Secretary of the Interior certifies 
to the Congress that the Alaska State Legislature has made adequate 
provision for the administration, management, and conservation of 
said resources in the broad national interest. Because the meaning 
of the term “‘legislative days” is not clear and has been subject to a 
variety of interpretations, the proposed amendment would substitute 
for the word “legislative” the word “calendar.” Thus, the adminis- 
tration and management of those resources would definitely be 
retained by the F ede ral Government only until January 1, 1960, since 
the Secretary of the Interior already made the necessary certification 
to Congress on April 27, 1959. 


TERMINATION OF APPLICATION OF CERTAIN FEDERAL LAWS 


Section 3 provides a date on which certain laws enacted by the 
Congress, relating to the regulation of commerce within Alaska, shall 
cease to apply to the State of Alaska. Section 8(d) of the Statehood 
Act provides that a law “enacted by the Congress the validity of 
which is dependent solely upon the authority of the Congress to pro- 
vide for the government of Alaska prior to the admission of the State 
of Alaska into the Union’”’ shall be regarded as a “Territorial law” 
and that such a law shall continue in force and effect throughout the 
State except as modified or changed by action of the State legislature. 
The foregoing language has been interpreted by the executive branch 
of the Federal Government as continuing in effect in the State of 
Alaska those portions of U.S. laws w hich provide for the regulation 
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of intraterritorial commerce by agencies of the United States. In the 
language of section 8(d), such laws will continue in effect “except * * * 
as modified or changed by the legislature of the State.” In order to 
make explicit the date such laws of the United States shall cease to 
be applicable, this section of the bill provides that, either (a) on 
July 1, 1961, or, if it occurs earlier, (6) on the effective date of any 
State law relating to the same subject matter as the pertinent law of 
the United States, such law of the United States ial eands to apply. 
In the absence of an explicit date, considerable confusion might arise 
as to the continued responsibility of a Federal agency. The section 
makes clear that such Federal responsibility will cease whenever the 
State takes legislative action in a field formerly regulated by the 
United States. 
SUGAR ACT 


Section 4 amends the Sugar Act by providing a definition of the 
term ‘‘continental United States.” In the absence of such a defini- 
tion, the term has been administratively construed to exclude the 
Territory of Alaska. The new subsection would make clear that it 
includes the 49 States and the District of Columbia. As a result, the 
determinations by the Secretary of Agriculture concerning sugar 
requirements in the continental United States will henceforth include 
the requirements of Alaska. Thus, sugar either imported or marketed 
for shipment into Alaska will be charged against a quota. 


SOIL BANK ACT 


Section 5 would perpetuate in the State of Alaska the treatment 
accorded to the Territory of Alaska under the conservation reserve 
program of the Soil Bank Act. The act has no practical application 
to Alaska at this time and the soil bank program is not now being 
administered. This condition is likely to continue for the foreseeable 
future. Consequently, the amended provision concerning the geo- 
graphical application of the program would make clear that the 
conservation reserve program of the Soil Bank Act applies to A'aska 
only if the Secretary of Agriculture determines that such application 
would be in the national interest. 


ARMED FORCES 


Section 6 would provide in subsection (a) a perfecting amendment 
to title 10 of the United States Code by amending the definition of 
the term ‘‘Territory” to delete the existing reference to Alaska. Sub- 
section (b) would amend two definitions in article 2 of the Uniform 
Code of Military Justice which describe persons subject to the code. 
Under the definitions in existing law, ‘persons serving with, employed 
by, or accompanying the armed forces” and “persons within an area 
leased by or otherwise reserved or acquired for the use of the United 
States” are subject to the code if they are outside that part of Alaska 
east of longitude 172° west, the Canal Zone, Hawaii, Puerto Rico, 
the Virgin Islands, and Guam. The amendments in subsection (b) 
would have the effect of according the same treatment to such persons 
in Alaska west of the 172d meridian as is already accorded to those 
east of it. Subsection (c) strikes the special and now unnecessary 
reference to Alaska in a section which comprehends all of the States. 
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NATIONAL BANK ACT 


Section 7 relates to the reserve balances required of national banks 
that are not members of the Federal Reserve System and that are 
located in Alaska or outside the continental United States. Because 
section 19 of the Alaska Statehood Act requires that all national banks 
in Alaska be members of the Federal Reserve System, section 5192 of 
the Revised Statutes no longer has application to Alaska, and this 
section of the proposed bill would thus eliminate the reference to it. 


FEDERAL RESERVE ACT 


Section 8 provides two perfecting amendments to the Federal Re- 
serve Act, to reflect Alaska’s inclusion in the Federal Reserve System 
pursuant to section 19 of the Statehood Act. -- 


HOME LOAN BANK BOARD 


Section 9 would provide perfecting amendments to two statutes 
administered by the Federal Home Loan Bank Board. The Federal 
Home Loan Bank Act and the Home Owners’ Loan Act of 1933 would 
each be amended by striking references to Alaska as a Territory. 


NATIONAL HOUSING ACT 


Section 10 provides amendments to the National Housing Act to 
substitute references to Alaska as a State for those to the Territory 
of Alaska in provisions relating to mortgage insurance. 


COAST GUARD 


Section 11 would amend the provision of law authorizing the 
appointment of commissioned officers of the Coast Guard as U.S. 
commissioners or U.S. deputy marshals in Alaska. The amendment 
is perfecting only and removes references to “the Territory of’ 
Alaska. 

SECURITIES AND EXCHANGE COMMISSION 


Section 12 provides amendments to certain statutes administered 
by the Securities and Exchange Commission. Those contained in 
subsections (a) through (d) are perfecting only, merely removing 
unnecessary references to Alaska in definitions of the term “State.” 
Subsection (e) would amend a section of the Investment Company Act 
of 1940 which provides an exemption from the provisions of the act to 
companies organized under the laws of the Territories and possessions 
which confine offerings of their securities to residents of such Terri- 
tories or possessions. The effect of the amendment would be to remove 
Alaska from the areas (all of which are Territories and possessions) to 
which the special exemption applies, and to accord to it the same 
treatment as the other States receive. 


SOIL CONSERVATION 


Section 13 would amend two provisions of the Soil Conservation 
and Domestic Allotment Act. Section 8(b) of that act requires that, 
in the administration of the law “in the continental United States,” 


59003°—59 S&S. Rept., 86-1, vol. 3 26 








12 ALASKA OMNIBUS BILL 


the Secretary of Agriculture must use county committees, and that no 
committee may represent more than one county or parts of different 
counties. Heretofore the term ‘‘continental United States” has been 
administratively construed to exclude Alaska, with the result that, 
in Alaska, three committees only are now in operation, each serving 
an area which includes more than one county or parts of different 
counties. With statehood, Alaska may now be regarded as within 
the continental United States. Ifso, adherence to section 8(b) would 
require the establishment of far more committees in Alaska than 
would be suitable for Alaska’s relatively small program. Therefore, 
subsection (a) of this section of the bill would remove the require- 
ment with respect to the areas represented by committees in the case 
of Alaska. Subsection (b) is a perfecting amendment, designed only 
to reflect Alaska’s new status. 


BALD EAGLES 


Section 14 amends the statute providing protection to bald eagles. 
Existing law protects the bald eagle “within the United States or 
any place subject to the jurisdiction thereof, except the Territory of 
Alaska. This amendment would provide for the application of this 
law in Alaska on the same basis as it is now administered in the other 
States. 

WILDLIFE RESTORATION 


Section 15 would amend the statute providing grants to the States 
and Territories for wildlife restoration in order to remove references 
to the Territory of Alaska from the section relating to grants to the 
Territories. The amendments are perfecting only, since Alaska will 
necessarily be accorded the treatment of a State as a result of the 
Statehood Act. 

FISH RESTORATION 


Section 16 would amend the statute providing grants to the States 
and Territories for fish restoration in order to remove references to 
the Territory of Alaska from the section relating to grants to the 
Territories. The amendments are perfecting only, since Alaska will 
necessarily be accorded the treatment of a State as a result of the 
Statehood Act. 

CRIMINAL CODE 


Section 17, in subsections (a) and (b), provides amendments to the 
Federal Youth Corrections Act and to a 1958 statute relating to parole, 
which, under the terms of existing law, apply “in the continental 
United States other than Alaska.”” When the U.S. District Court for 
the District of Alaska is established, pursuant to the Statehood Act, 
such laws should apply to the State. Subsection (c) provides that the 
application of the laws in question to Alaska will commence on that 
date. 

Subsection (d) of section 17 amends a section of the Criminal Code 
relating to the use of any part of the Army or the Air Force as a posse 
comitatus or otherwise to execute the laws. Such action, except where 
authorized by the Constitution or an act of Congress, is made subject 
to a fine of not more than $10,000 and/or not more than 2 years im- 
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prisonment. The section does not now apply to Alaska. The pro- 
posed amendment would eliminate the exception for Alaska. 


EDUCATION 


Section 18 provides certain amendments to the laws relating to 
education. 

Subsection (a), relating to the National Defense Education Act of 
1958, amends section 103(a), section 302(a)(3), and section 1008 of 
the act (20 U.S.C.A. 403(a), 442(a)(3)(B), and 588), so as to eliminate 
the special treatment of Alaska. .The amendment to section 302(a)(3) 
would eliminate the exclusion of Alaska from the continental United 
States for purposes of determining the allocation of funds to States 
for acquisition of mathematics, science, or modern foreign language 

uipment. The amendments to sections 103(a) afid 1008 would put 
slacks on the same basis as the other States for purposes of allocations 
of funds for the acquisition of such equipment, allocations of funds 
for State programs of expansion or improvement of public school 
supervisory services in mathematics, science, or modern foreign lan- 
guage, and allocations of funds for counseling and guidance and 
testing programs. 

Under section 47, these amendments would be effective in the case 
of allotments for acquisition of equipment based on allotment ratios 
which are promulgated after per capita income data for Alaska for a 
full year are available from the Department of Commerce. They 
would be effective in the case of allotments for State programs of 
expansion or improvement of supervisory services, or for counseling 
and guidance and testing programs, for fiscal years beginning July 1 
1959. 

Subsection (b), in paragraph (1), relating to vocational education, 
amends section 4 of the Smith-Hughes vocational education law. This 
section provides for allotments to the States for teacher-training in 
agriculture, trades and industries, and home economics, and includes 
an authorization of separate appropriations for the $10,000 minimum 
allotment provided for the States for this purpose. The $90,000 
authorized for the latter purpose would be insufficient to provide the 
minimum for Alaska as well as the other States, and hence it would be 
increased by the bill to $98,500. 

In order to qualify for funds allocated under this law for vocational 
education in the field of agriculture, trades and industries, or home 
economics, a State must “have taken advantage of’’ an amount at 
least equal to the minimum allotment for teacher-training in that field. 
In addition, the law requires at least 20 percent of a State’s allotment 
for teacher training to be expended in each of the three fields and 
places a limitation of 60 percent of the teacher-training allotment on 
the amount which may be expended in any one of the three fields. 
These requirements and limitations would be made inapplicable to 
Alaska until the third fiscal year which begins after the enactment of 
the bill. Similar treatment was accorded the other States when the 
law was first enacted at which time they were given a 3-year grace 
period during which these provisions were not applicable. 

Subsection (b), in paragraphs (2) and (3), also amends the Voca- 
tional Education Act of 1946 to eliminate from the definitions of 
“State” and “States and Territories,” the specific mention of Alaska. 
These are purely technical amendments. 


’ 
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Subsection (c), relating to school construction assistance in federally 
affected areas, amends paragraph (13) of section 15 of Public Law 815 
(Sist Cong.), as amended (20 U.S.C.A. 645(13)), which defines the 
term “‘State.”” The amendment would eliminate the specific reference 
to Alaska. This is a purely technical amendment. 

Subsection (d), relating to school operation assistance in federally 
affected areas, amends section 3(d) of Public Law 874 (81st Cong.), as 
amended (20 U.S.C.A. 238(d)). This section of the law sets forth the 
method of determining the local contribution rate used in computing 
the amount of the payments to local school districts on account of 
federally connected children attending their schools. The determina- 
tion of the rate for the Territories, including Alaska, is, however, sep- 
arately provided for, with the Commissioner of Education authorized 
to make the determination consistent with the policies and principles 
provided for the determination of the rate in the case of school districts 
in other States. 

The amendments to this section of the law would eliminate the 
specific mention of Alaska as one of the “States” to whom the specific 
provision applies, but would make the special provision applicable to 
any State in which a substantial portion of the land is in unorganized 
territory for which a State agency is the local educational agency. 

This would include Alaska at the present time and probably for 
the next 15 or 20 years. It might conceivably include also other 
States, although this is not likely. Consequently, the amendments 
will not have any practical effect upon Alaska in the foreseeable future. 
These amendments would also specifically include Alaska in the con- 
tinental United States for purposes of determining the average per 
pupil expenditure therein, which is used, in turn, in determining the 
minimum local contribution rate. 

These amendments would, under section 47, be applicable beginning 
with the next fiscal year. 

Subsection (d)(4) of section 18 of the bill also amends paragraph 
(8) of section 9 of Public Law 874 which defines the term ‘State.’ 
The amendment would eliminate the specific reference to Alaska. 
This is a purely technical amendment. 


IMPORTATION OF MILK AND CREAM 


Section 19 would make clear that the act of February 15, 1927, 
which regulates the importation of milk and cream into the ‘“‘conti- 
nental United States,” applies to Alaska. 


OPIUM POPPY CONTROL 


Section 20 would provide a perfecting amendment to the Opium 
Poppy Control Act of 1942. It would strike a now superfluous 
reference to the Territory of Alaska. 


HIGHWAYS 


Section 21 would provide for the assumption by the State of Alaska 
of the functions now performed by the other States in connection 
with the construction and maintenance of roads. It would direct 
the Secretary of Commerce to transfer to Alaska without compensa- 
tion, but subject to conditions which he may deem desirable, all of 
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the real and personal property now held by the Bureau of Public 
Roads in connection with its current responsibilities in Alaska, except 
for such property as the Bureau will require in continuing to perform 
in Alaksa, as elsewhere in the States, its usual Federal functions and 
functions for which the State may contract under section 44(c), and 
except for lands which must be retained for purposes other than or 
in addition to road purposes. It is intended that the date of transfer 
be July 1, 1959, if practicable, or as soon thereafter as would be 
practicable. Henceforth Alaska will be responsible for road mainte- 
nance, as it has not been in the past. However, Alaska would be 
able to utilize Federal-aid funds apportioned for the fiscal year end- 
ing June 30, 1960, and prior years, and unobligated on the date of 
passage of this act, for maintenance during fiscal years 1960, 1961, 
and 1962. ‘To assist it in road construction, the section further pro- 
vides for the extension to Alaska of the laws relating to Federal aid 
for highways on the same terms as are applicable to the other States. 
Citations within the section are keyed to Public Law 85-767, approved 
August 27, 1958. 
INTERNAL REVENUE 


Section 22 contains amendments to the Internal Revenue Code of 
1954. All, except for that contained in subsection (b), are perfecting 
in nature, merely removing references to Alaska which are now super- 
fluous. Subsection (b) relates to the definition of the phrase ‘‘con- 
tinental United States’”’ for purposes of the transportation tax. The 
explicit terms of existing law (i.e., the “continental United States” 
means “‘the existing 48 States and the District of Columbia’’), ex- 
cluded the Territory of Alaska, with the result that a partial exemp- 
tion from the tax was permitted for trips between the Territory of 
Alaska and the States. The effect of the amendment contained in 
subsection (b) will be to accord to Alaska, as a State, the same treat- 
ment it received as a Territory, and thus to preserve a distinction 
between Alaska and the other States. The Treasury Department 
has concluded that it would be contrary to the intent of the Congress, 
as expressed in 1956, to remove this partial exemption. The exemp- 
tion was inserted in the law in 1956 in recognition of the fact that 
Alaska (and Hawaii) were far removed from the States and that 
transportation between the States and those two Territories involved 
travel over the high seas and/or a foreign country. When the exemp- 
tion amendment was considered in the Senate, the possible effect of 
future statehood was discussed in a memorandum submitted by 
Senator Morse (Congressional Record, Mar. 29, 1956, p. 5831). His 
statement asserted that statehood should not change the exemption. 
On this basis, the Treasury Department considers that the partial 
exemption continues, notwithstanding Alaska’s admission to the 
Union. Enactment of subsection (b) would confirm that conclusion. 


COURTS 


Section 23, in subsection (a), directs a study by the Judicial Con- 
ference on the question of mandatory annual sessions of the Ninth 
Circuit Court of Appeals in Anchorage, Alaska. That court is now 
by law required to hold sessions each year in San Francisco, Los 
Angeles, Portland, and Seattle. Subsection (b) amends the Judicial 
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Code to provide that the Federal District Court for the District of 
Alaska shall be held in Ketchikan. Subsection (c) would perpetuate 
the authority of the Attorney General to fix fees and allowances for 
witnesses in connection with the Federal court in Alaska. Current 
fees and allowances, established pursuant to 48 U.S.C. 25, are set 
forth at 28 CFR 21.3. Fees and allowances for witnesses in Federal 
courts, excluding Alaska, are set forth at 28 U.S.C. 1821. Under the 
provision of subsection (c) of this section of the bill, Alaska would 
continue to be excluded from section 1821 of title 28. Subsection (d), 
in effect, provides for the transfer to the State of moneys, derived 
from court fees and fines, held by the clerks of the District Court 
of the Territory, and would, in the interim, provide that payments 
of court expenses out of such moneys be subject to approval by the 
Administrative Office of the U.S. Courts. 


VOCATIONAL REHABILITATION ACT 


Section 24 relates to vocational rehabilitation. 

Subsection (a) amends section 11(g) of the Vocational Rehabilita- 
tion Act. This section of the act defines the term “State.” The 
amendment would eliminate the specific reference to Alaska and is a 
technical amendment. 

Subsection (b) amends subsections (h) and (i) of section 11 of the 
Vocational Rehabilitation Act. These subsections define the terms 
“allotment percentage” and ‘Federal share.” The amendments 
would eliminate the special provisions under which the allotment 
percentage for Alaska is set at 75 percent and the Federal share at 
60 percent, and would provide for the determination of these to be 
made in accordance with the relative per capita income of Alaska, 
as is done in the case of other States. The amendments would also 
eliminate the exclusion of Alaska from the continental United States 
for purposes of determining the allotment percentages and Federal 
shares for the States. Under section 47 of this bill, the above amend- 
ments would be applicable to allotment percentages and Federal 
shares promulgated after there are available per capita income data 
for Alaska for a full year from the Department of Commerce, and 
following a short transition period. 


GOLD RESERVE ACT 


Section 25 would remove a now obsolete reference to the Territory 
of Alaska contained in the Gold Reserve Act of 1934. 


SILVER PURCHASE ACT 


Section 26 would remove a now obsolete reference to the Territory 
of Alaska contained in the Silver Purchase Act of 1934. 


NATIONAL GUARD 


Section 27 would provide a perfecting amendment to the definition 
of “Territory” for purposes of title 32 of the United States Code, 
relating to the National Guard. 
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WATER POLLUTION CONTROL ACT 


Section 28 provides certain amendments to the Water Pollution 
Control Act. 

Subsection (a) of this section amends section 5(h)(1) of the Federal! 
Water Pollution Control Act. This section defines the term ‘‘Federal 
share’ which is used for determining the portion of the cost of the 
water pollution control program in esch State which will be borne by 
the Federal Government. The amendments would eliminate the 
special treatment for Alaska so that Alaska would, for purposes of 
the definition, no longer be excluded from the continental United 
States and would have its Federal share determined, as in the case 
of the other States, on the basis of its relative per capita income. 

Under section 47, these amendments would be effective for promul- 
gations of the Federal shares made after per capita income data for 
Alaska for a full year are available from the Department of Commerce. 

Subsection (b) of this section of the bill amends section 11(d) of the 
Federal Water Pollution Control Act, which defines “State,’’ to 
eliminate the special mention of Alaska. This is a purely technical 
amendment. 

VETERANS’ ADMINISTRATION 


Section 29(a) relates to the authority of the Veterans’ Administra- 
tion under section 903(b) of title 38 (Public Law 85-857), to transport 
the bodies of veterans who have died in VA facilities. Existing law 
provides that (a) when a death occurs in the continental United 
States, transportation may be provided ‘“‘to the place of burial in the 
United States’; (b) when a death occurs in the continental United 
States, transportation may be provided to the place of burial within 
Alaska if the deceased was an Alaska resident and if he had been 
brought to the United States for VA hospital care; and (c) when a 
death occurs in a Territory, Commonwealth, or possession, transpor- 
tation may be provided to the place of burial within such Territory, 
Commonwealth, or possession. Under existing law therefore, no 
explicit provision is included for the transportation of deceased 
veterans from Alaska to the other States, although the statute might 
reasonably be construed, as a consequence of Alaska’s admission, to 
permit this result. Similarly, there is no explicit provision for the 
transportation of deceased veterans from the other States to Alaska, 
in the absence of a finding that the deceased was an Alaska resident 
brought to another State for care. Section 29(a) of the proposed bill 
would make both of these results certain, and in so doing would re- 
move the statutory distinctions between Alaska and the other States. 

Subsection (b) is a perfecting amendment only. 


FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 


Section 30 provides two perfecting amendments to the Federal 
Property and Administrative Services Act. The first would make 
clear that the term “continental United States” includes Alaska, and 
the second would remove an unnecessary reference to Alaska in the 
definition of the term “State.” 
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PUBLIC HEALTH SERVICE ACT 


: Section 31 provides certain amendments to the Public Health Service 
Act. 

Subsection (a) amends section 2(f) of the Public Health Service Act 
which defines the term ‘State’ for purposes of the act. This is g 
purely technical amendment eliminating the specific inclusion of 
Alaska as a State. 

Subsection (b) would repeal section 371 of the Public Health Service 
Act relating to the Alaska mental health program. Section 371 
authorizes grants totaling $4 million for the fiscal years 1960 through 
1967 for the administration of Alaska’s mental health program. The 
subsection also amends section 372 of such act, relating to the grant 
already made for the construction of a hospital and related facilities 
for the care of the mentally ill. The amendments to section 372 
eliminate references to Alaska as a Territory. 

Subsection (c), relating to hospital and medical facilities construc- 
tion, amends section 631(a) of the Public Health Service Act. This 
section describes the method of determining allotment percentages 
which are used in the allocation of the appropriations for hospital 
and medical facilities construction under title VI of the Public Health 
Service Act. They are also used in connection with determining the 
Federal share of the cost of construction. The amendments would 
eliminate the special treatment for Alaska so that Alaska would, for 
purposes of determining the allotment percentages, no longer be ex- 
cluded from the continental United States and would have its per- 
centage based, as in the case of the other States, on its relative per 
capita income. Its Federal share would also be determined in the 
manner provided for the other States. 

Under section 47, these amendments would be applicable in the case 
of promulgations of allotment percentages and Federal shares made 
after per capita income data for Alaska for a full year are available 
from the Department of Commerce. 

Subsection (c) also amends section 631(d) of the Public Health 
Service Act, which defines the term ‘‘State,” to eliminate the specific 
reference to Alaska. This is a technical amendment. 


SOCIAL SECURITY ACT 


Section 32 provides certain amendments to the Social Security Act. 

Subsection (a), relating to public assistance, amends section 
1101(a)(8) of the Social Security Act (20 U.S.C.A. 1301(A)(8)). 
This section defines the term “Federal percentage” which is used in 
determining the portion of the expenditures in each State for old-age 
assistance, aid to dependent children, aid to the blind, or aid to the 
permanently and totally disabled which will be borne by the Federal 
Government. The amendments would eliminate the special treat- 
ment for Alaska so that Alaska would, for purposes of the definition, 
no longer be excluded from the continental United States and would 
have the determination of its Federal percentage made, as in the case 
of the other States, on the basis of its relative per capita income. 

These amendments to section 1101(a)(8) of the Social Security Act 
would, under section 47 of the bill, be effective for promulgations of 
the Federal percentages made after per capita income data for Alaska 
for a full year are available from the Department of Commerce. 
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Subsection (b), relating to child welfare services, amends section 524 
of the Social Security Act (42 U.S.C.A. 724). This section defines 
the terms ‘‘allotment percentage” and ‘Federal share’’ for purposes of 
determining the allocation of the appropriations for child welfare 
services under part 3 of title V of the Social Security Act among the 
States and the portion of the expenditures for this purpose in each 
State which will be borne by the Federal Government. 

The amendments would eliminate the special treatment for Alaska 
so that Alaska would, for purposes of the definitions, no longer be 
excluded from the continental United States and would have the de- 
terminations of its allotment percentage and its Federal share made, 
as in the case of the other States, on the basis of its relative per capita 
income. 

The amendments made by this subsection of the bill would, under 
section 47 of the bill, be effective for promulgations of allotment per- 
centages and Federal shares made after per capita income data for 
Alaska for a full year are available from the Department of Commerce. 

Subsection (c), relating to old-age, survivors, and disability in- 
surance, amends the last sentence of section 202(i) of the Social Secu- 
rity Act. This section oft he act provides for lump-sum payments in 
certain cases of death of an individual insured under the old-age, 
survivors, and disability insurance program. The application for 
such payments must be filed within 2 years of the date of death, 
except that, in the case of the death outside the 48 States and the 
District of Columbia of a member of the Armed Forces (including 
commissioned officers of the Public Health Service and the Coast and 
Geodetic Survey) who is “‘returned”’ to any of the 48 States, the Dis- 
trict, or any United States Territory or possession for interment or 
reinterment, the 2-year period begins with such interment or rein- 
terment. This special treatment would no longer be provided in the 
case of deaths in Alaska. It should be noted that the 2 years may 
be extended for as much as an additional 2 years if good cause for the 
failure to file within the initial 2-year period is shown. 

The subsection (c)(1) amendment would, under section 47 of the 
bill, be effective in the case of deaths occurring on or after January 
3, 1959. 

Subsection (c) of the bill also amends subsections (h) and (i) of 
section 210 of the Social Security Act which define “‘State’’ and “United 
States” for purposes of the old-age, survivors, and disability insurance 
program. These are purely technical amendments, eliminating the 
specific inclusion of Alaska as a State, since this inclusion became auto- 
matic upon Alaska’s admission to the Union. 

Subsection (d) amends paragraphs (1) and (2) of section 1101(a) 
of the Social Security Act which define “State” and “United States” 
for purposes of the act. These are technical amendments. 


CONGRESSIONAL BECORD 


Section 33 amends the law relating to the gratuitous distribution 
of copies of the Congressional Record. Existing law provides that the 
Governors of the States shall receive one copy in both daily and bound 
form, while the Governors of the Territories receive five in both daily 
and bound form. The amendment would strike the reference to 
Alaska in the latter provision so that the Governor of the new State 
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would be accorded the treatment of a State Governor rather than a 
Territorial Governor. 
FEDERAL REGISTER 


Section 34 amends the Federal Register Act so that henceforth 
publication in the Federal Register of notice of hearing will be regarded 
as notice to persons residing in Alaska, as well as elsewhere in the 
mainland United States. Tintar circumstances described in the 
statute, such publication is, under existing law, adequate with respect, 
to residents of the continental United States excluding Alaska. 
The amendment would extend the provision to Alaska as well. 


ATRPORTS 


Section 35(a) would authorize and direct the Administrator of the 
Federal Aviation Agency to convey to the State of Alaska, without 
reimbursement, the airports at Anchorage and Fairbanks which were 
constructed and have been operated and maintained by the United 
States under the act of May 28, 1948. Subsection (b) would permit 
completion of certain FAA contracts following such conveyance. 


SELECTIVE SERVICE 


Section 36 would remove an unnecessary reference to Alaska in the 
section of the Universal Military Training and Service Act which 
defines the term “United States.”” The amendment is perfecting only. 


REAL PROPERTY TRANSACTIONS 


Section 37 amends the statute which requires the Director of the 
Office of Civil and Defense Mobilization to come into agreement with 
the Armed Services Committees of the Congress with respect to cer- 
tain real property transactions. The amendment would merely 
remove a superfluous reference to Alaska. 


RECREATION FACILITIES 


Section 38 relates to the statute which authorizes the Secretary of 
the Interior to construct public recreation facilities in Alaska. As 
enacted in 1956, the law authorizes the appropriation of $100,000 
each year for the 5 fiscal years ending June 30, 1961, for the con- 
struction and maintenance of such facilities, and provides for their 
transfer to Alaskan agencies or communities. ‘The effect of the 
provision contained in section 38 is to terminate the existing authori- 
zation for appropriations and to substitute for it an authorization of 
funds for 1 fiscal year only. Such funds could be expended only 
for the completion of projects begun prior to June 30, 1959, but not 
completed by that date, and for the maintenance of facilities con- 
structed under the act pending their transfer to Alaska. 


AIRCRAFT LOAN GUARANTEES 


Section 39 would provide a perfecting amendment to the 1957 
statute (set out as a note following 49 U.S.C., sup. V, sec. 425) which 
authorizes loans for the purchase of aircraft and equipment. 
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DEFENSE BASE ACT 


Section 40, which amends the Defense Base Act, and section 42, 
which amends the War Hazards Compensation Act, resolve certain 
liability questions arising from Alaska’s statehood and provide for the 
elimination of certain special workmen’s compensation liabilities 
which do not exist in other States. The Defense Base Act provides 
workmen’s compensation protection to employees of private employers 
working outside the continental United States in defense base areas 
and to employees of Federal contractors employed outside the con- 
tinental United States upon public works in the Territories and Alaska 
and foreign countries. The War Hazards Act provides benefits 
related to war hazards, to be paid by the Federal Government, pri- 
marily for employees covered by the Defense Base Act. 

On January 14, 1959, the Alaska Industrial Board“announced that 
it would apply the Alaska Workmen’s Compensation Act in the 
Federal domain in Alaska, effective January 3, 1959, the date of state- 
hood, under the act of June 25, 1936 (49 Stat. 1938), permitting such 
State action. A potential workmen’s compensation liability exists, 
therefore, respecting employers of workers on Federal property in 
Alaska under both the Defense Base Act and the Alaska Workmen’s 
Compensation Act. 

The purpose of the sections 40 and 42 is to preclude such dual 
liability by deleting reference to Alaska from the Defense Base Act 
and the War Hazards Act and adding a definition of ‘continental 
United States” to the acts to make it clear that Alaska comes within 
this term. Subsection (b) of section 42 would further amend the 
provisions of section 104 of the War Hazards Compensation Act 
relating to reimbursement by the Federal Government of payments 
made under contracts by reasons of war hazards, to make it clear 
that these provisions would no longer apply within Alaska. Since 
the Canal Zone does not fall within the proposed definition of ‘‘con- 
tinental United States,” it is unnecessary to refer to it for Defense 
Base Act and War Risk Compensation Act coverage and it is accord- 
ingly deleted from these acts by the pertinent subsections 40(b) and 
42(a). 

Subsection (g) of section 47 makes it clear that injuries occurring 
in employments subject to the Defense Base Act in Alaska after 
January 3, 1959, and until the effective date of amendments provided 
by the first two draft sections may be adjudicated under the Work- 
men’s Compensation Act of Alaska. 


TIMBER REMOVAL 


Section 41 amends the act of March 3, 1891, to delete a reference to 
Alaska as a Territory. The amendment is perfecting only, and 
relates to a law regulating timber cutting and removal from the 
public lands in various States. 


WAR HAZARDS COMPENSATION ACT 


See analysis of section 40 which also covers section 42 on the War 
Hazards Compensation Act. 
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BUY AMERICAN ACT 


Section 43 amends the act of March 3, 1933, to delete a reference 
to Alaska. The amendment is technical only and does not change 
the geographical application of the Buy American Act insofar as the 
Federal Government is concerned. The amendment also makes clear 
that the law does not apply to the State of Alaska as it did to the 
government of the Territory of Alaska, since the Federal Govern- 
ment, of course, could not thus control the actions of a soverign State, 


TRANSITIONAL GRANTS 


Section 44 in subsection (a) authorizes the appropriation to the 
President of funds to be used for transitional grants to the State of 
Alaska for fiscal years 1960 through 1964. A $10,500,000 grant is 
authorized for 1960, $6 million for 1961 and for 1962, and $3 million 
for 1963 and for 1964. The grants would not be earmarked and would 
be available as a general supplement to the financial resources of the 
State. The amounts appropriated for transitional grants would be 
offset to a large extent by the elimination of appropriations for a 
number of activities which the Federal Government would have con- 
tinued to finance in Alaska had it remained a Territory. Those 
include appropriations for capital improvements at Anchorage and 
Fairbanks airports; operation and maintenance of intermediate air- 
ports; special grants for mental and general health; and construction 
of recreational facilities. There was also taken into account the fact 
that Federal-aid highway funds allocated to Alaska after 1960 will 
not be available for road maintenance and that Alaska would receive 
revenues from the Federal airports transferred to it. 

Subsection (b) would allow the Governor of Alaska to request that 
a Federal agency continue to provide services and facilities in Alaska 
for a limited period, pending the taking over of such responsibilities 
by the State. In the event that the Governor's request is approved, 
funds for the provision of the services or facilities by the Federal 
agency would be allocated to it from the grants appropriated under 
subsection (a), and the grant Alaska receives for the pertinent fiscal 
year would be correspondingly reduced. 

Subsection (c) would authorize the head of a Federal agency, who 
has transferred to the State of Alaska property or functions pursuant 
to either the Statehood Act, this bill, or another law, to contract with 
the State for the continued performance by his agency of functions 
authorized to be performed by it in Alaska besadtes t43 such transfer. 
The authority would expire June 30, 1964. The State would be 
required to reimburse the Federal agency for the functions performed 
by it under contract. 


TRANSFER OF PROPERTY 


Section 45 would authorize the President to give to the State of 
Alaska any property owned or held by the United States in Alaska 
and used in connection with functions performed by the Federal 
Government which have been taken over by the State. The authority 
would terminate July 1, 1964. 
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CLAIMS COMMISSION 


Section 46 provides for the establishment, should the need arise, 
of a temporary three-member Commission to hear and settle any 
dispute between the Federal Government and Alaska concerning the 
transfer of Federal property to the State. In both the Statehood 
Act (notably section 6(e)), and this bill (see secs. 21, 35, and 41) 
provision is made for the transfer or conveyance of certain Federal 
property to Alaska. If the respective governments should not agree 
as to what property is comprehended by such sections, the President 
would be authorized to appoint, by and with the advice and consent 
of the Senate, a temporary Commission to settle the dispute. The 
Commission would make no money settlements, but would merely 
decide which jurisdiction is entitled to the disputed property. Mem- 
bers would receive $50 per day, would be reimbursed for travel, and 
would receive a per diem allowance when away from their usual 
places of residence. No such Commission could be appointed after 
June 30, 1965. 

EFFECTIVE DATES 


Section 47 contains the effective dates for the various amendments 
to the laws establishing the grant programs of the Department of 
Health, Education, and Welfare and for the amendments to the De- 
fense Base Act and War Hazards Compensation Act. Most of these 
provisions have been discussed in relation to the sections amending 
the pertinent statutes. In addition, subsection (a) of this section 
provides that where the statutory provisions amended require the 
allotment percentage, allotment ratio, Federal percentage, or Federal 
share to be based on per capita income data for a specified period, the 
determinations will be based, prior to the time when data for the 
required period are available, on data for the 1-year or 2-year period 
for which such data are available. 


DEFINITION OF “‘CONTINENTAL UNITED STATES” 


Section 48 provides that, when the phrase “continental United 
States”’ is seat in Federal laws enacted after the date of enactment 
of this bill, the phrase shall mean the 49 States of the North American 
Continent and the District of Columbia. 


OTHER SUBJECTS 


Section 49 makes clear that any amendments provided by the 
Alaska Omnibus Act shall not be construed as affecting the appli- 
cability or inapplicability of other statutes not amended at this time. 
Since a number of statutes which may require minor amendment, 

articularly to delete superfluous references to Alaska, are not covered 
y the bill, such language will assure that the omission of a reference 
to such laws is not given any significance. 


SEPARABILITY 


Section 50 provides a separability clause. 
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Executive AGency Reports 


The text of the executive communication transmitting the draft of 
S. 1541, as introduced, is set forth below, together with comments 
from the Comptroller General, the Department of State, and the 


Department of Justice on special aspects of problems connected with 
the bill. 





Executive OFFICE OF THE PRESIDENT, 
BureEAv oF THE BupGeEt, 
Washington, D.C. March 24, 1959. 
Hon. Ricuarp M. Nixon, 
President of the Senate, 
Washington, D.C. 

My Dear Mr. PresipEent: There is forwarded herewith a draft of 
legislation to amend certain laws of the United States in the light of 
the admission of the State of Alaska into the Union, and for other 
purposes, together with a section-by-section analysis thereof. 

This proposal is designed to make those changes in Federal laws 
which have become necessary and desirable because of Alaska’s 
admission into the Union “on an equal footing with the other States 
in all respects whatever.” The President recommended in his 1960 
budget message that, where necessary, changes should be made in 
Federal laws ‘‘to apply to Alaska the same general laws, rules, and 
policies as are applicable to other States.” The proposed legislation 
would (a) make Alaska eligible to participate in a number of Federal 
grant-in-aid programs on a comparable basis with the other States; 
(2) terminate certain special Federal programs in Alaska; (3) author- 
ize Federal financial assistance to Alaska during an interim period, 
transfers of Federal property to the State, and other measures required 
to facilitate an orderly transition; (4) clarify the applicability of 
certain laws to Alaska, and (5) eliminate inappropriate references to 
the “Territory of Alaska” in Federal statutes. 

Alaska already participates in the majority of Federal grant-in-aid 
programs on the same basis as other States. There are a number of 
Federal grant-in-aid programs, however, where Alaska is still accorded, 
as it was when a Territory, treatment different from that of other 
States. We believe that Alaska, as a full and equal member of the 
Union, should not receive more or less favorable treatment than other 
States under these programs. The proposed legislation, therefore, 
would amend pertinent laws providing Federal assistance for national 
defense education, vocational education, school construction and 
operation in federally affected areas, highway construction, vocational 
rehabilitation, water pollution control, hospital and medical facilities 
construction, old-age assistance, aid to dependent children, aid to the 
blind, aid to the permanently and totaly disabled, and child welfare 
services to bring Alaska under the apportionment and matching 
formulas applicable to all other States as soon as possible. Since 
the 1960 apportionments have already been made, Alaska would not 
participate in the Federal-aid highway program on an equal basis until 
1961. Transitional provisions have been included in the proposed 
amendments to the Smith-Hughes Act, which authorizes grants for 
vocational education, and the Vocational Rehabilitation Act so as to 


| 
i 
| 
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minimize the effects of any program adjustments which may be 
required during the transitional period. Those special Federal 
grants which apply only to Alaska for general and mental health 
and construction of recreation facilities would be terminated. 

The Federal Government at present constructs and maintains high- 
ways, operates commercial airports, and provides a number of other 
services and facilities in Alaska normally furnished by State and local 
governments. The President stated in his 1960 budget message that, 
in the longrun interest of both the State and the Nation, ‘‘the Federal 
Government should not continue special programs in Alaska which, 
in other States, are the responsibility of State and local governments 
or of private enterprise.”’ Since some time necessarily will elapse 
before Alaska can benefit fully from the revenues to be derived from 
public lands and other resources to be made available to the State by 
the Statehood Act, the President recommended that ‘‘the Federal 
Government should provide such financial assistance as is necessary 
to facilitate transfer to the State of such programs as highway con- 
struction and maintenance, airport operations, and public health serv- 
ices.” If such assist»nce were not provided, the Federal Government 
would be faced with the undesirable alternative of postponing transfer 
of these functions to the State for an indefinite period. The proposed 
legislation, therefore, would authorize the payment of transitional 

ants to the State of Alaska in an amount of $10.5 million for the 
fiscal year 1960 and in declining amounts for the subsequent 4 years. 
In addition, to assist the State in establishing its court system, the 
draft bill would transfer to the State any outstanding balances in the 
accounts of the clerks of the Territorial courts at such time as the 
Federal District Court for Alaska is established. Under the proposed 
legislation Alaska could choose between receiving the entire transi- 
tional grant and administering the transferred programs directly or 
by contract with a Federal agency, or requesting that a portion be 
used for financing continued Federal operations during an interim 
period. Expenditures for the transitional grants to Alaska would be 
offset to a large extent by the elimination of existing special Federal 
programs in Alaska. 

It is recognized that Alaska will require not only financial assist- 
ance, but also facilities and equipment, if it is expeditiously to assume 
responsibility for functions now performed by the Federal Govern- 
ment. The Statehood Act provides that U.S. property situated in 
Alaska which is used for the purpose of conservation and protection 
of fisheries and wildlife in Alaska shall be transferred to the State 
without reimbursement. The proposed legislation would authorize 
the President to make similar transfers of property and equipment in 
any case where the State assumes responsibility for functions formerly 

erformed by the Federal Government. In the event of differences 
Seem the Federal Government and Alaska concerning property 
transfers, the President would be authorized to appoint a temporary 
three-member commission to hear and settle the disputes. 

As a consequence of Alaska’s changed status, it is believed appro- 
priate to require the Court of Appeais for the Ninth Circuit to hold 
sessions in Alaska annually. Under the proposed legislation that 
court, which is now required by law to hold sessions each year in 
San Francisco, Los Angeles, Portland, and Seattle, would be required 
to hold sessions in Anchorage. The proposed legislation further 

8. Rept. 331, 86-1——-4 
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provides that the U.S. District Court for the District of Alaska shall 
hold sessions in Ketchikan, as well as at Anchorage, Fairbanks, Juneau, 
and Nome. 

The proposed legislation would extend the applicability of certain 
Federal laws to Alaska. These include the Sugar Act, a portion of the 
Investment Company Act of 1940, not hitherto eputiedbia to certain 
Alaska companies, the act of June 8, 1940 (protection of bald eagles), 
the Federal Youth Corrections Act, certain provisions relating to 
parole, a statute relating to the transportation of bodies of veterans 
who have died in Veterans’ Administration facilities, and section 29 of 
the Federal Register Act (notice of hearings). The draft bill would 
also amend the Statehood Act to clarify Federal jurisdiction over 
public domain lands; provide for the termination of certain ‘“Terri- 
torial laws” administered by Federal agencies; and clarify the applica- 
bility to Alaska of the statute regarding the importation of milk and 
cream and the nonapplicability of the tax on transportation; provide 
for the transfer of the Anchorage and Fairbanks Airports to the State; 
and provide a definition to be applicable in the future of the term 
“continental United States.” Several of the provisions of the draft 
bill are essentially technical and perfecting in nature and either 
eliminate inappropriate references to Alaska or make other language 
changes which are considered appropriate because of Alaska’s changed 
status. 

The Bureau of the Budget urges early and favorable consideration of 
the proposed legislation, since its enactment is required to assure 
continuity of a number of essential public services in Alaska and to 
provide for the orderly transition of Alaska from territorial status to 
statehood. 

Sincerely yours, 
Maurice H. Srans, Director, 





CompTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 22, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 


U.S. Senate. 


Dear Mr. Cuarrman: Your letter of April 2, 1959, acknowledged 
April 6, requests our report on S. 1541. 

We earlier reported to the Director, Bureau of the Budget, on the 
draft bill which in substance was introduced as S. 1541. Our prin- 
cipal concern then and now is with the subject matter of section 42. 
That section provides for the creation of a Claims Commission by the 
President, to settle finally and conclusively disputes between the 
United States and State of Alaska concerning the transfer, convey- 
ance, or other disposition of property under section 6(e) of the act of 
July 7, 1958 (72 Stat. 339, 340), or under S. 1541, should it be enacted 
into law. 

Representatives of the Bureau of the Budget have assured us that 
there will be no authority in any such Commission to effect money 
settlements. However, we find nothing in the language of section 42 
which would preclude such settlements and, therefore, we recommend 
the insertion of such language as may be necessary to clearly negative 
that purpose. Should it be the intent of the bill to authorize payments 
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in compromising disputes we urge that any such payments be subject 
to audit by the General Accounting Office. 

In compliance with a request by Mr. Stewart French, committee 
counsel, we enclose copies of our decisions on questions arising from 
the admission of the Territory of Alaska to statehood. In addition 
there are pending several cases regarding the effect on Federal statutes 
of the admission of Alaska and, when decisions are reached in those 
cases, we will send copies of them to you. 

If we may be of further assistance concerning this bill, please let 
us know. 

Sincerely yours, 
JosePpH CAMPBELL, 
Comptroller General of the United States. 





- 


DeEpPARTMENT oF STATE, 
Washington, May 7, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, U.S. Senate, 
Washington, D.C. 

Dear Mr. CuartrMaNn: With your letter of April 10, 1959, acknowl- 
edged by the Department on April 13, you enclosed a copy of S. 1541, 
to amend certain laws of the United States in light of the admission 
of the State of Alaska into the Union, and for other purposes, and 
requested the Department’s comments and assistance in working out 
language for a uniform definition of the term ‘United States’’ for 
purposes of this and similar legislation. 

In the matter of a uniform definition of the term ‘United States” 
the Department’s principal concern is with the understanding of that 
term as it is used in dealing with foreign governments and, in particu- 
lar, as it is used in treaties and other international agreements. In 
international usage the term “United States’ is commonly understood 
to refer not only to the States of the Union and the District of 
Columbia but also to the Territories of the United States. This 
concept was stated by the U.S. Supreme Court as follows: 

“In dealing with foreign sovereignties, the term ‘United States’ has 
a broader meaning than when used in the Constitution, and includes 
all Territories subject to the jurisdiction of the Federal Government, 
wherever located. In its treaties and conventions with foreign nations, 
this Government is a unity. This is so, not because the Territories 
comprised a part of the Government established by the people of the 
States in their Constitution, but because the Federal Government is 
the only authorized organ of the Territories, as well as of the States, 
in their foreign relations” (Downes v. Bidwell, 182 U.S. 244). 

It is the practice of the United States to regard treaties to which it is 
a party as being legally applicable to all Territories of the United States 
in the absence of an express or implied provision to the contrary. 

Thus the Territory of Hawaii even before attaining statehood is 
included within the term “United States’ for international purposes, 
and all treaties and other agreements of the United States, except 
where their provisions specify otherwise, are applicable to and binding 
upon Hawaii. 

In addition, Joint Resolution No. 55 of July 7, 1898 (30 Stat. 750), 
concerning the annexation of Hawaii provides: 


59003°—59 S. Rept., 86-1, vol. 3-27 
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“The existing treaties of the Hawaiian Islands with foreign nations 
shall forthwith cease and determine, being replaced by such treaties 
as may exist, or as may be hereafter concluded, between the United 
States and such foreign nations.” 

Consequently, the admission of Hawaii to statehood will not re- 
quire any change in the definition of the term ‘‘United States’ so far 
as normal international usage is concerned and will not bring an 
change so far as the application of treaties and agreements is cementite 

The term ‘United States” as normally used in domestic legislation 
likewise includes Hawaii. An act approved May 27, 1910, amending 
section 5 of the act approved April 30, 1900, entitled ‘‘An act to provide 
a government for the Territory of Hawaii,” states: 

“* * * the Constitution, and, except. as otherwise provided, all 
the laws of the United States, including laws carrying general appro- 
priations, which are not locally inapplicable, shall tive the same force 
and effect within the said Territory as elsewhere in the United States” 
(31 Stat. 141; 36 Stat. 443). 

Section 15 of Public Law 86-3, approved March 18, 1959, for the 
admission of the State of Hawaii into the Union, provides: 

“* * * the laws of the United States shall have the same force and 
effect within the said State as elsewhere within the United States.” 

In those cases where Hawaii has been specifically excluded from the 
operation of U.S. law, as in certain of the legislation which is proposed 
to be amended by S. 1541, appropriate modification of the law appears 
necessary. The principal difficulty in this connection appears to arise 
where the term “continental United States” is used. It is noted that 
section 44 of S. 1541 defines “continental United States” as used in 
any future enactment as meaning “the 49 States on the North Ameri- 
can Continent and the District of Columbia, unless otherwise ex- 
pressly provided.” It is believed that the admission of Hawaii to 
statehood should not require any change in that definition. Where 
it is desired, however, to apply to Hawaii existing legislation now 
applicable to ‘‘continental United States” the legislation in question 
could be revised to apply to the “United States’ (with specified 
exclusions, if necessary), to the ‘“‘States of the United States,” or to 
“continental United States and the State of Hawaii.” 

If the committee desires the Department’s views on the application 
to Hawaii of any specific items of legislation, please do not hesitate 
to call on us. 

Sincerely yours, 
Wituiam B. Macomser, ZJr., 
Assistant Secretary 
(For the Secretary of State). 
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U.S. DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ATTORNEY GENERAL, 
Washington, D.C., May 14, 1959, 
Hon. JAmes E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


Dear Senator: This is in response to your request for the views of 
the Department of Justice on the bill (S. 1541) to amend certain laws 
of the United States in light of the admission of the State of Alaska 
into the Union, and for other purposes. You also request comments 
and recommendations with respect to language for a uniform definition 
of the term ‘‘United States.”’ 

In general the bill is designed (1) to provide perfecting amendments 
to existing statutes for the purpose of eliminating wanecessary refer- 
ences to Alaska as a Territory, (2) to make substantive changes in 
existing laws which are intended to apply to all States, but the express 
terms of which do not include Alaska, (3) to provide for the assumption 
by the State of Alaska of certain duties formerly performed by the 
Federal Government, (4) to perpetuate certain provisions which ini- 
tially applied to Alaska by virtue of its being a Territory, and (5) to 
make certain provisions facilitating the transition of Alaska from its 
status as a Territory to its status as a State. 

The Department of Justice has no objection to the enactment of the 
bill. 

With respect to a uniform definition of the term ‘United States,” 
it is the view of the Department that a satisfactory comprehensive uni- 
form definition for all purposes of either the term “United States” or 
“continental United States,” would be difficult if not impossible to 
draft. In many statutes the term ‘United States’ in a definition of 
“continental United States” has of necessity a variety of meanings. 
To illustrate: Under the Soil Bank Act (sec. 5) and the Internal 
Revenue Code (sec. 22), the term “continental United States’ ex- 
cludes Alaska, while under the Federal Reserve Act (sec. 8), as well as 
under the Sugar Act (sec. 4), Alaska is included as part of the con- 
tinental United States. It is suggested, therefore, that the definition 
of ‘United States’’ should depend upon what is intended to be in- 
cluded in that term in a particular statute in which the term is used. 

The Department recognizes that the ultimate admission of Hawaii 
as a State will require perfecting amendments of a nature similar to 
those of this bill. However, until Hawaii is admitted as a State, it 
~— seem wise that references thereto should be to the Territory of 

awail. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
LAWRENCE E. WaAtsa, 
Deputy Attorney General. 
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CHANGES IN Extistina Law 


In comptianes with subsection (4) of rule XXIX of the Standin 
Rules of the Senate, changes in existing law made by the bill, S. 154) 
as reported, are shown as follows (existing law proposed to be omit 

is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


ACT OF JULY 7, 1958 (72 STAT. 339) 


Sec. 4. As a compact with the United States said State and its 
people do agree and declare that they forever disclaim all right and 
title to any lands or other property not granted or confirmed to the 
State or its political subdivisions by or under the authority of this 
Act, the right or title to which is held by the United States or is sub- 
ject to disposition by the United States, and to any lands or other 
pees (including fishing rights), the right or title to which may be 

eld by any Indians, Eskimos, or Aleuts (hereinafter called natives) 
or is held by the United States in trust for said natives; that [all such 
lands or other property, belonging to the United States or which may 
belong to said natives] all such lands or other property (including 
fishing rights), the right or title to which may be held > said natives or is 
held by the United States in trust for said natives, shall be and remain 
under the absolute jurisdiction and control of the United States 
until disposed of under its authority, except to such extent as the 
Congress has prescribed or may hereafter prescribe, and except when 
held by individual natives in fee without restrictions on alienation: 


* * * * * * * 


Src. 6. (e) All real and personal property of the United States 
situated in the Territory of Alaska which is specifically used for the 
sole purpose of conservation and protection of the fisheries and wildlife 
of Alaska, under the provisions of the Alaska game law of July 1, 1943 
(57 Stat. 301; 48 U.S.C., secs. 192-211), as amended, and under the 
provisions of the Alaska commercial fisheries laws of June 26, 1906 
(34 Stat. 478; 48 U.S.C., secs. 230-239 and 241-242), and June 6, 1924 
(43 Stat. 465; 48 U.S.C., secs. 221-228), as supplemented and amended, 
shall be transferred and conveyed to the State of Alaska by the appro- 
priate Federal agency: Provided, That the administration and manage- 
ment of the fish and wildlife resources of Alaska shall be retained by 
the Federal Government under existing laws until the first day of the 
first calendar year following the expiration of ninety [legislative] 
calendar days after the Secretary of the Interior certifies to the Con- 

ess that the Alaska State Legislature has made adequate provision 
for the administration, management, and conservation of said resources 
in the broad national interest: * * * 


SUGAR ACT (61 STAT. 922), AS AMENDED (7 U.S.C., SUPP. V: 


SEC. 1101) 
a i. 7°? 


(0) The term “continental United States”’ means the forty-nine States 
and the District of Columbia. 
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SOIL BANK ACT (70 STAT. 188; 7 U.S.C., SUPP. V, SEC. 1837) 


Src. 113. This subtitle B shall apply to the continental United 
States, except Alaska, and, if the Secretary determines it to be in the 
national interest, [to one or more of the Territories of Alaska and 
Hawaii, } to the State of Alaska, the Territory of Hawaii, the Common- 
wealth of Puerto Rico, and the Virgin Islands, and as used in this sub- 
title B, the term “State” includes [Alaska,] Hawaii, Puerto Rico, and 
the Virgin Islands, 


— 


TITLE 10, UNITED STATES CODE 

§ 101. Definitions. 

In addition to the definitions in sections 1-5 of title 1, the following 
definitions apply in this title: 

(1) “United States”, in a geographic sense, means the States and 
the District of Columbia. 

(2) “Territory” means [Alaska, Hawaii, ] Hawaii or any Territory 
organized after this title is enacted, so long as it remains a Territory. 

* * *« * * * * 


§802. Art. 2. Persons subject to this chapter. 
The following persons are subject to this chapter: 
* * ~ ~ . * a 


(11) Subject to any treaty or agreement to which the United States 
is or may be a party or to any accepted rule of international law, 
persons serving with, employed by, or accompanying the armed forces 
outside the United States and outside the following: [that part of 
Alaska east of longitude 172 degrees west, ] the Canal Zone, the main 
group of the Hawaiian Islands, Puerto Rico, and the Virgin Islands. 

(12) Subject to any treaty or agreement to which the United States 
is or may be a party or to any accepted rule of international law, 
persons within an area leased by or otherwise reserved or acquired for 
the use of the United States which is under the control of the Secretary 
concerned and which is outside the United States and outside the 
following: [that part of Alaska east of longitude 172 degrees west, J 
the Canal Zone, the main group of the Hawaiian Islands, Puerto 
Rico, and the Virgin Islands. 

* * « « * 7 . 
§ 2662. Real property transactions: agreement with Armed Services Committee; 
reports. 

(a) The Secretary of a military department, or his designee, must 
come to an agreement with the Committees on Armed Services of the 
Senate and the House of Representatives before entering into any of 
the following transactions by or for the use of that department: 

* * © a * 


(ec) This section applies only to real property in the United States, 
[Alaska,] Hawaii, and Puerto Rico. It does not apply to real prop- 
erty for river and harbor projects or flood-control projects, or to leases 
of Government-owned real property for agricultural or grazing 
purposes, 

* * * * * + * 
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SECTION 5192 OF THE REVISED STATUTES, AS AMENDED 
JULY 1, 1952 (CH. 536, 66 STAT. 314; 12 U.S.C. 144) 


Four-fifths of the reserve of 15 per centum which a national bank 
located [in Alaska or] in a dependency or insular possession or any 
part of the United States outside of the continental United States, 
and not a member of the Federal Reserve System, is required to keep, 
may consist of balances due such bank from associations approved 
by the Comptroller of the Currency and located in any one of the 
central reserve or reserve cities as now or hereafter defined by law or 
designated by the Board of Governors of the Federal Reserve System, 





FEDERAL RESERVE ACT (38 STAT. 251) AS AMENDED (12 
U.S.C. 221) 


Wherever the word “bank” is used in this Act, the word shall be 
held to include State bank, banking association, and trust company, 
except where national banks or Federal reserve banks are specifically 
referred to. 

The terms “national bank” and “national banking association” 
used in this Act shall be held to be synonymous and interchangeable, 
The term ‘member bank’ shall be held to mean any national bank, 
State bank, or bank or trust company which has become a member 
of one of the Federal reserve banks. The term “board” shall be held 
to mean Board of Governors of the Federal Reserve System; the term 
‘district’? shall be held to mean Federal reserve district; the term 
“‘reserve bank’’ shall be held to mean Federal reserve bank (.9 ; the 
term “‘the continental United States” means the States of the United States 
and the District of Columbia, 


* * * * = ~ © 


Src. 19. National banks, or banks organized under local laws, 
located [in Alaska or] in a dependency or insular possession or any 
part of the United States outside the continental United States, may 
remain nonmember banks, and shall in that event maintain reserves 
and comply with all the conditions now provided by law regulating 
them; or said banks may with the consent of the Board of Governors 
of the Federal Reserve System, become member banks of any one of 
the reserve districts, and shall in that event take stock, maintain 
reserves, and be subject to all the other provisions of this Act. 





FEDERAL HOME LOAN BANK ACT (47 STAT. 725) AS 
AMENDED (12 U.S.C. 1422) 


Sec. 2. As used in this Act— 

(1) The term “board” means the Home Loan Bank Board. 

(2) The term “Federal Home Loan Bank” means a bank established 
by the board under authority of this chapter. 

(3) The term “State” includes the District of Columbia, Guam, 
Puerto Rico, the Virgin Islands of the United States, and the [Terri- 
tories of Alaska and Hawaii] Territory of Hawau. 

* . : * 2 « = 
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HOME CWNERS’ LOAN ACT OF 1933 (48 STAT. 128) AS 
AMENDED (12 U.S.C. 1466) 


Sec. 7. The provisions of this Act shall apply to the [continental 
United States, to the Territories of Alaska and Hawaii] continental 
United States (including Alaska), to the Territory of Hawaii, and to 
Puerto Rico, Guam and the Virgin Islands, 





NATIONAL HOUSING ACT (48 STAT. 1246) AS AMENDED 


Sec. 9. The provisions of sections 2 and 8 shall be applicable in 
the several States and [Alaska,] Hawaii, Puerto Rico, the District of 
Columbia, Guam, and the Virgin Islands. cal 

* * ” « & 


Sec. 201. (d) The term “State” includes the several States, and 
[Alaska,] Hawaii, Puerto Rico, the District of Columbia, Guam, and 
the Virgin Islands. 


x * * * « * * 


Src. 207. (a)(7).The term “State” includes the several States, and 
[Alaska,] Hawai, Puerto Rico, the District of Columbia, Guam, 
and the Virgin Islands. 

* * * * * * + 


(c)(2) Not to exceed 90 per centum of the estimated value of the 
property or project (when the proposed improvements are com- 
pleted): Provided, That except with respect to a mortgage executed by 
a mortgagor coming within the provisions of subsection (b)(1) of this 
section or a mortgage on a trailer court or park, such mortgage shall 
not exceed the amount which the Commissioner estimates will be the 
cost of the completed physical improvements on the property or 
—. exclusive of public utilities and streets and organization and 
neal expenses: And provided further, That the above limitations in 
this paragraph shall not apply to mortgages on housing in [the 
Territory of Alaska] Alaska, orin Guam, * * *, 

* * * * * * « 


Sec. 214. If the Federal Housing Commissioner finds that, because 
of higher costs prevailing in [the “Territory of Alaska or in Guam] 
Alaska, Guam, or Hawaii, it is not feasible to construct dwellings on 
property located in Alaska or in Guam or Hawaii without sacrifice of 
sound standards of construction, design, or livability within the 
limitations as to maximum or maxima mortgage amounts provided 
in this Act, the Commissioner may, by regulations or otherwise, 
prescribe, with respect to dollar amount, a higher maximum or 
maxima for the principal obligation of mortgages insured under this 
Act covering property located in Alaska or in Guam or Hawaii in 
such amounts as he shall find necessary to compensate for such higher 
costs but not to exceed, in any event, the maximum otherwise 
applicable by more than one-half thereof. * * * 

> * * = 7 . * 

Sec. 601. (d) The term “State” includes the several States, and 
[Alaska,] Hawaii, Puerto Rico, the District of Columbia, Guam, 
and the Virgin Islands. 

* * * * + * . 
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Src. 713. (q) “State” shall include the several States and [Alaska,} 
ene Puerto Rico, the District of Columbia, Guam, and the Virgin 
siands, 


© a - . * a a 


Src. 801. (g) The term “State” includes the several States, and 
[Alaska,J Hawaii, Puerto Rico, the District of Columbia, Guam, the 
Virgin Islands, the Canal Zone, and Midway Island. 


- * * * * * * 


Sec. 806. The second sentence of section 214 of this Act, as 
amended, relating to housing in the [Territory] State of Alaska, shall 
not apply to mortgages insured under this title on property in said 
[Territory] State. 





TITLE 14, UNITED STATES CODE 


§ 634. Officers holding certain offices. 

(a) Any officer, including any petty officer, may be designated b 
the Commandant as captain of the port or ports or adjacent high 
seas or waters over which the United States 0) jurisdiction, as the 
Commandant deems necessary to facilitate execution of Coast Guard 
duties. 

(b) Commissioned officers may be appointed as United States 
Commissioners or United States Deputy Marshals in [and for the 
territory of] Alaska. Any such officer appointed as United States 
Commissioner in [and for the territory of] Alaska shall not be re- 
quired to execute a bond for the faithful performance of his official 
duties as such Commissioner. 





SECURITIES ACT OF 1933 (48 STAT. 74) AS AMENDED (15 
U.S.C. 77b(6)) 


Sec. 2. When used in this title, unless the context otherwise 
requires— 
* * v * * * + 
(6) The term ‘Territory’ means [Alaska,] Hawaii, Puerto Rico, 
Canal Zone, the Virgin Islands, and the insular possessions of the 
United States, 





SECURITIES EXCHANGE ACT OF 1934 (48 STAT. 881) AS 
AMENDED (15 U.S.C. 78e (a) (16)) 


Src. 3. (a) When used in this title, unless the context otherwise 
requires— 
* * * * * t + 
(16) The term “State” means any State of the United States, the 
District of Columbia, [Alaska,J Hawaii, Puerto Rico, the Canal 
Zone, the Virgin Islands, or any other possession of the United States, 
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INVESTMENT ADVISERS ACT OF 1940 (54 STAT. 789) AS 
AMENDED 


Sec. 2. (a) When used in this title, unless the context otherwise 
requires— 
* * * * * * * 


(37) “State”? means any State of the United States, the District of 
Columbia, [Alaska,] Hawaii, Puerto Rico, the Canal Zone, the 
Virgin Islands, or any other possession of the United States. 

* % * + - + 

Src. 6. (a) The following investment companies are exempt from 
the provisions of this title: 

(1) Any company organized or otherwise created under the laws 
of and having its principal office and place of busifiess in [Alaska,] 
Hawaii, Puerto Rico, the Canal Zone, the Virgin Islands, or any other 
possession of the United States; but such exemption shall terminate 
if any security of which such company is the issuer is offered for sale 
or sold after the effective date of this title, by such company or an 
underwriter therefor, to a resident of any State other than the State 
in which such company is organized. 

* + * * a a - 

Sec. 202. (a) When used in this title, unless the context otherwise 
requires— 

+ * = 7 « . * 


(18) “State” means any State of the United States, the District of 
Columbia, [Alaska,] Hawaii, Puerto Rico, the Canal Zone, the 
Virgin Islands, or any other possession of the United States. 





SOIL CONSERVATION AND DOMESTIC ALLOTMENT ACT 
(49 STAT. 163) AS AMENDED 


Src. 8. (b) * * * In carrying out the provisions of this section in 
the continental United States, except in Alaska, the Secretary is 
directed to utilize the services of local and State committees selected 
as hereinafter provided. * * * 

* * * * « ” & 


Sec. 17. (a) This Act shall apply to [the United States, the 
Territories of Alaska and Hawaii] the States, the Territory of Hawaii, 
and the possessions of Puerto Rico and the Virgin Islands, and, as 
used in this Act, the term “State” includes [Alaska,] Hawaii, Puerto 
Rico, and the Virgin Islands. 





ACT OF JUNE 8, 1940 (54 STAT. 250; 16 U.S.C. 668) 


Whoever, within the United States or any place subject to the 
jurisdiction thereof, [except the Territory of Alaska,] without being 
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ermitted so to do as provided, shall take, possess, sell, purchase 

arter, offer to sell, purchase or barter, transport, export or import, 
at any time or in any manner, any bald eagle, commonly known as the 
American eagle, alive or dead, or any part, nest, or egg thereof, shall be 
fined not more than $500 or imprisoned not more than six months, or 
both: Provided, That nothing herein shall be construed to prohibit 
possession or transportation of any such eagle, alive or dead, or any 
part, nest, or egg thereof, lawfully taken prior to the effective date of 
this Act, but the proof of such taking shall lie upon the accused in 
any prosecution under this Act. 





ACT OF SEPTEMBER 2, 1937 (50 STAT. 917) AS AMENDED 
(16 U.S.C., SUPP. V, SEC. 669g-1) 


Sec. 8. (a) The Secretary of the Interior is authorized to cooperate 
with [the Alaska Game Commission,] the Commissioner of Agri- 
culture and Commerce of Puerto Rico, the Governor of Guam, and 
the Governor of the Virgin Islands, in the conduct of wildlife-restora- 
tion projects, as defined in section 2 of this Act, upon such terms and 
conditions as he shall deem fair, just, and equitable, and is authorized 
to apportion to [said Territory of Alaska,] Puerto Rico, Guam, and 
the Virgin Islands, out of money available for apportionment under 
this Act, such sums as he shall determine, [not exceeding $75,000 
for Alaska, and] not exceeding $10,000 each for Puerto Rico, Guam, 
and the Virgin Islands, in any one year, which apportionments, when 
made, shall be deducted before making the apportionments to the 
States provided for by this Act; but the Secretary shall in no event 
require any of said cooperating agencies to pay an amount which will 
exceed 25 per centum of the cost of any project. Any unexpended or 
unobligated balance of any apportionment made pursuant to this 
section shall be available for expenditure in [the Territory of Alaska, ] 
Puerto Rico, Guam, or the Virgin Islands, as the case may be, in the 
succecding year, on any approved project, and if unexpended or 
unobligated at the end of such year is authorized to be made available 
for expenditure by the Secretary of the Interior in carrying out the 
provisions of the Migratory Bird Conservation Act. 





ACT OF AUGUST 9, 1950 (64 STAT. 430) AS AMENDED (16 
U.S.C., SUPP. V, SEC. 777k) 


Src. 12. The Secretary of the Interior is authorized to cooperate 
with [the Alaska Game Commission,] the Commissioner of Agri- 
culture and Commerce of Puerto Rico, the Governor of Guam, and 
the Governor of the Virgin Islands, in the conduct of fish restoration 
and management projects as defined in section 2 of this Act, upon 
such terms and conditions as he shall deem fair, just, and equitable, 
and is authorized to apportion to [said Territory of myyean Puerto 
Rico, Guam, and the Virgin Islands, out of money available for 
apportionment under the Act, such sums as he shall determine, [not 
exceeding $75,000 for Alaska, and] not exceeding $10,000 each for 
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Puerto Rico, Guam, and the Virgin Islands, in any one year, which 
apportionments, when made, shall be deducted before making the 
apportionments to the States provided for by this Act; but the 
Secretary shall in no event require any of said cooperating agencies 
to pay an amount which will exceed 25 per centum of the cost of any 
project. Any unexpended or unobligated balance of any apportion- 
ment made pursuant to this section shall be available for expenditure 
in [the Territory of Alaska,] Puerto Rico, Guam, or the Virgin 
Islands, as the case may be, in the succeeding year, on any approved 
project, and if unexpended or unobligated at the end of such year is 
authorized to be made available for expenditure by the Secretary of 
the Interior in carrying on the research program of the Fish and 
Wildlife Service in respect to fish of material value for sport recreation. 





TITLE 18, UNITED STATES CODE 


§ 1385. USE OF ARMY AND AIR FORCE AS POSSE COMITATUS. 
Whoever, except in cases and under circumstances expressly author- 
ized by the Constitution or Act of Congress, willfully uses any part of 
the Army or the Air Force as a posse comitatus or otherwise to execute 
the laws shall be fined not more than $10,000 or imprisoned not more 
than two years, or both. [This section does not apply in Alaska.] 
* * * a” * 7 *« 


§ 5024. WHERE APPLICABLE. 


This chapter shall apply in the continental United States [other 
than Alaska] including Alaska, and to youth offenders convicted in 
the District of Columbia of offenses under any law of the United 
States not applicable exclusively to such District, and to other youth 
offenders convicted in the District to the extent authorized under 
section 5025. 





ACT OF AUGUST 25, 1958 (72 STAT. 845, 847) 


Src. 6. Sections 3 and 4 of this Act shall apply in the continental 
United States [other than Alaska] including Alaska, and in the Dis- 
trict of Columbia so far as they relate to persons charged with or 
convicted of offenses under any law of the United States not applicable 
exclusively to the District of Columbia. 





NATIONAL DEFENSE EDUCATION ACT OF 1958 (72 Stat. 1580) 


Sec. 103. As used in this Act— 

(a) The term “State” means a State, [Alaska,] Hawaii, Puerto 
Rico, the District of Columbia, the Canal Zone, Guam, or the Virgin 
Islands, except that as used in sections 302 and 502, such term does 
not include [Alaska,] Hawaii, Puerto Rico, the Canal Zone, Guam, 
or the Virgin Islands. 

a 2 * > * + a 





38 ALASKA OMNIBUS BILL 


Sec. 302. (a) * * * 
(3) For the purposes of this title— 

(A) The term “child of school age’? means a member of 
the populetion between the ages of five and seventeen, both 
inclusive. 

(B) The term “continental United States” [does not 
include Alaska] includes Alaska. 


+ * ¥ * ~ ~ * 


Sec. 1008. The amounts reserved by the Commissioner under sec- 
tions 302 and 502 shall be allotted by the Commissioner among 
[Alaska,] Hawaii, Puerto Rico, the Canal Zone, Guam, and the Vir- 
gin Islands, according to their respective needs for the type of assist. 
ance furnished under the part or title in which the section appears, 





ACT OF FEBRUARY 23, 1917 (39 STAT. 931; 20 U.S.C. 14) 


Sec. 4. For the purpose of cooperating with the States in preparing 
teachers, supervisors, and directors of agricultural subjects and teach- 
ers of trade and industrial and home economics subjects, there is 
annually appropriated for the use of the States the sum of $1,000,000. 
Said sum shall be allotted to the States in the proportion which their 
population bears to the total population of the United States, not 
including outlying possessions, according to the last preceding United 
States census. ‘The allotment of funds to any State shall be not less 
than a minimum of $10,000 for any fiscal year. And there is ap- 
propriated the sum of [$90,000] $98,500 annually, or so much thereof 
as may be needed, which shall be used for the purpose of providing the 
minimum allotment provided for in this section. 


VOCATIONAL EDUCATION ACT OF 1946 (60 STAT. 775) 


Sec. 2. As used in this Act— 

(1) the teria “States and Territories” means the several States, 
[the Territories of Alaska and Hawaii] the Territory of Hawaii, 
the island of Puerto Rico, and the District of Columbia; 

(2) the terms “State plan” and “State board” shall have the 
meaning which said terms have in the Smith-Hughes Vocational 
Education Act; and 

(3) the term ‘‘Smith-Hughes Vocational Education Act” means 
the Act approved February 23, 1917 (39 Stat. 929, ch. 114). 

* + - ~ = * 7” 
Src. 210. (e) The term “State” includes [Alaska,] Hawaii, the 
Virgin Islands, Puerto Rico, and the District of Columbia. 
* « 7 * - = + 
Sec. 307. For purposes of this title— 
(a) The term “State” includes [Alaska,] Hawaii, the Virgin 
Islands, Puerto Rico, the District of Columbia, and Guam. 


ACT OF SEPTEMBER 23, 1950, AS AMENDED (72 STAT. 548), 
Sec. 15. For the purposes of this Act— 


+ * * a = e * 
(13) The term “State” means a State, PAlaska, J Hawaii, Puerto 
Rico, Guam, the Virgin Islands, or Wake Island. 
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.ACT OF SEPTEMBER 30, 1950, AS AMENDED (72 STAT. 548) 


Src. 3. (d) The local contribution rate for a local educational 
agency (other then a local educational agency in [Alaska,] Hawaii, 
Puerto Rico, Wake Island, Guam, or the Virgin Islands, or an @ State 
in which a substantial proportion of the land is in unorganized territory 
for which a State agency rs the local educational agency) for any fiscal 
year shall be computed by the Commissioner of Education, after 
consultation with the State educational agency and the local educa- 
tional agency, in the following manner: 

(1) he shall determine which school districts within the State 
are in his judgment generally comparable to the school district 
of the agency for which the computation is being made; and * * *. 

The local contribution rate shall be an amount equal to the quotient 
obtained under clause (2) of this subsection. * * * In no event shall 
the local contribution rate for any local educational agency in any 
State in the continental United States (including Alaska) for any 
fiscal year be less than (i) 50 per centum of the average per pupil ex- 
penditure in such State or (ii) 50 per centum of the average per pupil 
expenditure in the continental United States, but not to exceed the 
average per pupil expenditure in the State: Provided, That if, for the 
fiscal year ending June 30, 1959, the application of clause (ii) of this 
sentence results in a lower local contribution rate than resulted from 
the application of such clause during the fiscal year ending June 30, 
1958, as such clause was then in effect, then such clause, as in effect 
during the fiscal year ending June 30, 1958, shall be in effect during the 
fiscal year ending June 30, 1959. For the purposes of the preceding 
sentence the “averege per pupil expenditure” in a State, or in the 
continental United States, shall be the aggregate current expendi- 
tures, during the second fiscal year preceding the fiscal year for which 
the computation is made, of all local educational agencies in the State, 
or in the continental United States (including Alaska), as the case 
may be (without regard to the sources of funds from which such ex- 
penditures are made), divided by the aggregate number of children in 
average daily attendance to whom such agencies provided free public 
education during such preceding fiscal year. The local contribution 
rate for any local educational agency in [Alaska,] Hawaii, Puerto 
Rico, Wake Island, Guam, or the Virgin Islands, or in any State in 
which a substantial proportion of the land is in unorganized territory for 
which a State agency is the local educational agency, shall be determined 
for any fiscal year by the Commissioner in accordance with policies 
and principles which will, in his judgment, best effectuate the purposes 
of this Act and most nearly approximate the policies and principles 
provided herein for determining local contribution rates in other 
States. 
* * * * * « * 
Sec. 9. For the purposes of this Act— 


* * * * * * * 


(8) The term “State” means a State, [Alaska,] Hawaii, Puerto 
Rico, Wake Island, Guam, or the Virgin Islands. 











40 ALASKA OMNIBUS BILL 


ACT OF FEBRUARY 15, 1927 (44 STAT. 1101; 21 U.S.C., SEC. 149) 


Szc. 9. When used in this Act— 
_ (a) The term “person” means an individual, partnership, associa- 
tion, or corporation. 
(b) The term “United States” means continental United States, 
including Alaska. 





OPIUM POPPY CONTROL ACT OF 1942 (56 STAT. 1045; 21 
U.S.C., SEC. 188k) 


Src. 12. The provisions of this Act shall apply to the several States, 
the District of Columbia, [the Territory of Alaska,] the Territory of 
Hawaii, the Canal Zone, Puerto Rico, and the other insular possessions 
of the United States. 





TITLE 23, UNITED STATES CODE 


§ 101. DEFINITIONS AND DECLARATION OF POLICY. 
(a) As used in this title, unless the context requires otherwise— 
a“ * * ™ * * ” 


The term “State” means any one of the [forty-eight] forty-nine 
States, the District of Columbia, Hawaii, [Alaska,] or Puerto Rico. 


* - - * » * - 
§ 103. FEDERAL-AID SYSTEMS. 
* * % * ® * * 


[(f) The system or systems of roads in the Territory of Alaska on 
which Federal-aid funds may be expended under this chapter shall be 
determined and agreed upon by the Governor of Alaska, the Alaska 
Highway and Public Works Board, and the Secretary.] 


x ~ ~ © * * + 
§ 104. APPORTIONMENT. 
* * * : * 
(a) * * * 


(b) On or before January 1 next preceding the commencement of 
each fiscal year, except as provided in paragraphs (4) and (5) of this 
subsection, the Secretary, after making the deduction authorized by 
subsection (a) of this section, shall apportion the remainder of the 
sums authorized to be appropriated for expenditure upon the Federal- 
aid systems for that fiscal year, among the several States in the follow- 
ing manner: 

(1) For the Federal-aid primary system: 

One-third in the ratio which the area of each State bears to the total 
area of all the States [, except that only one-third of the area of Alaska 
shall be included]; one-third in the ratio which the population of each 
State bears to the total population of all the States as shown by the 
latest available Federal census; one-third in the ratio which the mile- 
age of rural delivery routes and star routes in each State bears to the 
total mileage of rural delivery and star routes in all the States at the 
close of the next preceding fiscal year, as shown by a certificate of 
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the Postmaster General, which he is directed to make and furnish 
annually to the Secretary. No State shall receive less than one-half 
of 1 per centum of each year’s apportionment. 


(2) For the Federal-aid secondary system: 


One-third in the ratio which the area of each State bears to the total 
area of all the States [[, except that only one-third of the area of 
Alaska shall be included]; one-third in the ratio which the rural 

opulation of each State bears to the total rural population of all the 
States as shown by the latest available Federal census; and one-third 
in the ratio which the mileage of rural delivery and star routes, 
certified as above provided, in each State bears to the total mileage 
of rural delivery and star routes in all the States. No State shall 
receive less than one-half of 1 per centum of each year’s apportionment. 

* * * * * “* * 
§ 116. MAINTENANCE. 

(a) [Except as provided in subsection (d) of this section, it] Jt 
shall be the duty of the State highway department to maintain, or 
cause to be maintained, any project constructed under the provisions 
of this chapter or constructed under the provisions of prior Acts. 
The State’s obligation to the United States to maintain any such 
project shall cease when it no longer constitutes a part of a Federal- 
aid system. 

* * * * * * * 


({(d) The Federal-aid funds apportioned to the Territory of Alaska 
and the funds contributed by the Territory under section 120 of this 
title may be expended for the maintenance of roads within the system 
or systems of roads agreed upon under section 103(f) of this title 
under the same terms and conditions as for the construction of such 


roads.] 
* * * * ~ + *« 

c§ oo ADMINISTRATION OF FEDERAL AID FOR HIGHWAYS IN 
ALASKA. 


[(a) The Secretary shall administer the functions, duties, and 
authority pertaining to the construction, repair and maintenance of 
roads, tramways, ferries, bridges, trails, and other works in Alaska, 
conferred upon the Department of the Interior and, prior to September 
16, 1956, administered by the Secretary of the Interior under the Act 
of June 30, 1932 (47 Stat. 446; 48 U.S.C., sec. 321a and following). 

{(b) The Secretary shall, by order or regulations, distribute the 
functions, duties, and authority required to be administered by him 
under subsection (a) of this section and appropriations pertaining 
thereto as he may deem prope? to accomplish the economical and 
effective organization and administration thereof.] 

* * * * *« x . 
§ 120. FEDERAL SHARE PAYABLE. 


(a) Subject to the provisions of [subsections (d) and (h)] subsection 
(d) of this section, the Federal share payable on account of any 
roject, financed with primary, secondary, or urban funds, on the 
Federal-aid primary system and the Federal-aid secondary system shall 
not exceed 50 per centum of the cost of construction, except that in 
the case of any State containing unappropriated and unreserved 
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public lands and non-taxable Indian lands, individual and tribal, 
exceeding 5 per centum of the total area of all lands therein, the 
Federal share shall be increased by a percentage of the remaining cost 
equal to the percentage that vie area of all such lands in such State, 
is of its total area, 


~ * ~ * * * * 


{(h) The Territory of Alaska shall contribute funds each fiscal 
year in an amount that shall be not less than 10 per centum of the 
Federal funds apportioned to it for such fiscal year, such contribution 
to be deposited in a special account in the Federal Treasury for use 
in conjunction with the Federal funds apportioned to the Territory. 
The Federal funds apportioned to the Pecuiteris of Alaska and the 
funds contributed by the Territory may be expended by the Secretary 
either directly or in cooperation with the Alaska Highway and Public 
Works Board and may be so expended separately or in combination 
and without regard to the matching provisions of this chapter.] 

* * * ~ + ™ a 





FEDERAL-AID HIGHWAY ACT OF 1956 (70 STAT. 374) 


Sec. 107. *°* © 

[(b) Transrer or Functions.—Effective not more than ninety 
days after the approval of this Act, the functions, duties, and authority 
pertaining to the construction, repair, and maintenance of roads, 
tramways, ferries, bridges, trails, and other works in Alaska, con- 
ferred upon the Department of the Interior and heretofore adminis- 
tered by the Secretary of the Interior under the Act of June 30, 1932 
(47 Stat. 446; 48 U.S.C., sec. 321a and following), are hereby trans- 
ferred to the Department of Commerce, and thereafter shall be ad- 
ministered by the Secretary of Commerce, or under his direction, 
by such officer, or officers, as may be designated by him.] 

~ * * * ° ~ cad 


[(d) Errectvation or Transrer.—The Secretary of the Interior 
and the Secretary of Commerce shall take such steps as may be neces- 
sary or appropriate to effect the transfer from the Department of the 
Interior to the Department of Commerce of the functions, duties, and 
authority, and the funds and property, as herein provided for.] 





ACT OF JANUARY 27, 1905 (33 Stat. 616), AS AMENDED (48 
U.S.C., SEC. 322 AND THE FOLLOWING) 


[Sec. 2. The Secretary of the Interior, or such officer, or officers 
as may be designated by him, shall, upon his own motion or upon 

etition, locate, lay out, construct, and maintain roads, trails, and 
bridges from any point on the navigable waters of Alaska to and 
through any town, mining or other industrial camp or settlement, or 
between and through any such town, camps, or settlements therein 
if in his judgment such roads, trails, or bridges are needed and wil 
be of permanent value for the development of Alaska: Provided, That 
within incorporated towns only roads and bridges which are designated 
by the Secretary of the Interior as part of the through highway system 
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of the Territory of Alaska may be constructed under this section: 
Provided further, That no roads or bridges within incorporated towns 
shall be maintained under this section. The Secretary of the Interior, 
or such ofiicer, or officers, as may be designated by him, shall prepare 
maps, plans, and specifications of every road or trail he may locate 
and lay out, and whenever more than $20,000 in the aggregate, shall 
have to be expended upon the actual construction of any road or 
section of road designed to be permanent, contract for the work shall 
be let by him to the lowest responsible bidder, upon sealed bids, after 
due notice, under rules and regulations to be prescribed by him. He 
may reject any bid if he deems the same unreasonably high or if he 
finds that there is a combination among bidders. In case no respon- 
sible and reasonable bid can be secured, then the work may be carried 
on with material and men procured and hired by hint.” The Secretary 
of the Interior, or such officer, or officers, as may be designated by 
him, shall in all cases supervise the work of construction and see tha; 
the same is properly performed. As soon as any road or trail laid 
out by him has been constructed and completed he, or such officer, 
or officers as may be designated by him, shall examine the same and 
make a full and detailed report of the work done on the same, and 
in such report shall state whether the road or trail has been completed 
conformably to the maps, plans, and specifications of the same. It 
shall be the duty of the Secretary of the Interior, or such officer or 
officers as may be designated by him, as far as practicable, to keep 
in proper repair all roads and trails constructed under his supervision, 
and the same rules as to the manner in which the work of repair shall 
be done, whether by contract or otherwise, shall govern as in the case 
of the original construction of the road or trail. The cost and ex- 
penses of laying out, constructing, and repairing such roads and 
trails shall be paid by the Secretary of the Treasury, through such 
officer or officers as may be designated by the Secretary of the Interior, 
out of the road and trail portion of said “Alaska fund” upon vouchers 
approved and certified by the Secretary of the Interior. The Secre- 
tary of the Treasury shall, at the end of each month, send by mail 
to the Secretary of the Interior a statement of the amount available 
of said “Alaska fund” for the construction and repair of roads and 
trails, and no greater liability for construction or repair shall at any 
time be incurred by the Secretary of the Interior or such officer or 
officers as may be designated by him, than the money available 
therefor at that time in said fund.] 





ACT OF JUNE 30, 1932 (47 STAT. 446), AS AMENDED (48 U.S.C., 
SEC. 321(a) AND THE FOLLOWING) 


[From and after the passage of this Act the duties authorized and 
authority conferred by law upon the board of road commissioners in 
the Territory of Alaska, and upon the Secretary of the Army, as pro- 
vided for in the Act of January 27, 1905 (ch. 277, sec. 2, 33 Stat. 616), 
as amended by the Act of May 14, 1906 (ch. 2458, sec. 2, 34 Stat. 192), 
and Acts supplemental thereto, and amendatory thereof, are hereby 
transferred to the Department of the Interior, and shall hereafter be 
administered by the Secretary of the Interior, or under his direction, 
by such officer, or officers, as may be designated by him. 


59003°—59_ S. Rept., 86-1, vol. 3—-—28 
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[Src. 2. The Secretary of the Interior shall execute or cause to be 
executed all laws pertaining to the construction and maintenance of 
roads and trails and other works in Alaska, heretofore administered by 
said board of road commissioners under the direction of the Secretar 
of the Army; and all appropriations heretofore made, and now ae 
able, or that hereafter may * made, for expenditure by said board for 
meeting the cost of such work in the Territory of Alaska, are trans- 
ferred to the Secretary of the Interior, to be thereafter administered 
in accordance with the provisions of this Act; and the said board is 
directed to turn over to the Secretary of the Interior all equipment, 
materials, supplies, papers, maps, and documents, or other property 
utilized in the exercise of such powers, for the use of the said Secretary 
in the administration of the construction and maintenance of roads, 
tramways, ferries, bridges, and trails, and other works in the Territory 
of Alaska, heretofore administered by said board. 

[Sec. 3. With the approval of the President, the Secretary of the 
Interior shall have power, by order or regulation, to distribute the 
duties and authority transferred, and appropriations pertaining 
thereto, as he may deem proper to accomplish a more economical and 
effective organization thereof, and to make rules and regulations goy- 
erning the use of roads, trails, and other works, including the fixing 
and collection of tolls where deemed necessary and advisable in the 
public interest. 

[Sec. 4. All estimates of appropriations for the construction and 
maintenance of roads and trails and other works, as submitted prior 
to June 30, 1932, by the Secretary of the Army, shall after such date 
be submitted by the Secretary of the Interior. 

[Sec. 5. In all patents for lands hereafter taken up, entered, or 
located in the Territory of Alaska, and in all deeds by the United 
States hereafter conveying any lands to which it may have reacquired 
title in said Territory not included within the limits of any organized 
municipality, there shall be expressed that there is reserved, from the 
lands described in said patent or deed, a right-of-way thereon for 
roads, roadways, highways, tramways, trails, bridges, and appurtenant 
structures constructed or to be constructed by or under the authority 
of the United States or of any State created out of the Territory of 
Alaska. When a right-of-way reserved under the provisions of this 
Act is utilized by the United States or under its authority, the head 
of the agency in charge of such utilization is authorized to determine 
and make payment for the value of the crops thereon if not harvested 
by the owner, and for the value of any improvements, or for the cost 
of removing them to another site, if less than their value. ] 


INTERNAL REVENUE CODE OF 1954 


§ 2202. MISSIONARIES IN FOREIGN SERVICE. 

Missionaries duly commissioned and serving under boards of foreign 
missions of the various religious denominations in the United States, 
dying while in the foreign missionary service of such boards, shall not, 
by reason merely of their intention to permanently remain in such 
foreign service, be deemed nonresidents of the United States, but shall 
be presumed to be residents of the State, the District of Columbia, 
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[Alaska] or Hawaii wherein they respectively resided at the time of 
their commissioned and their departure for such foreign service. 
a & * * * * * 
§ 3121. DEFINITIONS. 
2 * * * * ” * 


(e) State, Unitep States, anp CitizeEn.—For purposes of this 
chapter— 
(1) State.—The term “State” includes [Alaska,] Hawaii, 
the District of Columbia, Puerto Rico, and the Virgin Islands. 
(2) Unrrep states.—The term “United States’? when used 
in a geographical sense includes Puerto Rico and the Virgin 
Islands. 
An individual who is a citizen of Puerto Rico (but not otherwise a 
citizen of the United States) shall be considered, for-purposes of this 
section, as a citizen of the United States. 
7 * *« + *« *~ om 
§ 3306. DEFINITIONS. 
* . * * * * *. 


(j) Srarz.—For purposes of this chapter, the term “State” in- 
cludes [Alaska,] Hawaii, and the District of Columbia, 


* * -“ * 7” * * 
§ 4221. CERTAIN TAX-FREE SALES. 
Es * * na + * = 


(d) Derinitions.—For the purposes of this section— 
* + k « * « * 
(4) SraTE OR LOCAL GOVERNMENT.—The term “State or local 
government” means any State, [Alaska,] Hawaii, the District of 


Columbia, or any political subdivision of any of the foregoing. 
* * * * * * * 


§ 4253. EXEMPTIONS. 


(a) ALLowancsn.—No tax shall be imposed under section 4231 in. 
respect of: 
* * ad os * * * 
(b) Starr Derinep.—For purposes of subsection (a), the term 
“State” includes [Alaska,] Hawaii, and the District of Columbia, 


* * * * * * « 
§ 4262. DEFINITION OF TAXABLE TRANSPORTATION. 
* * . ” . of - 


(c) Drerinitions.—For purposes of this section— 

(1) CONTINENTAL UNITED sTaTes.—The term “continental 
United States” means the [existing 48 States and the] District 
of Columbia and the States other than Alaska. 

(2) 225-mine zone.—The term ‘225-mile zone” means that 
portion of Canada and Mexico which is not more than 225 miles 
from the nearest point in the continental United States. 


* * * * * » 
§ 4502. DEFINITIONS. 
For the purposes of this subchapter— _ ~ 
+ * + * * * = 
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(5) Unirep states.—The term “United States” shall be 
deemed to include the States, [the Territories of Hawaii and 
Alaska] the Territory of Hawaii, the District of Columbia, and 
Puerto Rico. 

* ~ * * o * = 
§ 4774. TERRITORIAL EXTENT OF LAW. 

The provisions of sections 4701 to 4707, inclusive, and sections 472} 
‘to 4776, inclusive, shall apply to the several States, the District of 
Columbia, [the Territory of Alaska,] the Territory of Hawaii, and 
the insular possessions of the United States; and, in the case of narcotic 
drugs, shall also apply to the Trust Territory of the Pacific Islands 
and to the Canal Zone. * * * 

* * * a * . 7 
§ 7621. INTERNAL REVENUE DISTRICTS 

(a) EstaBLISHMENT AND ALTERATION.—The President shall estab- 
lish convenient internal revenue districts for the purpose of adminis- 
tering the internal revenue laws. The President may from time to 
time alter such districts. 

(b) Bounparies.—For the purpose mentioned in subsection (a), 
the President may subdivide any State, Territory, or the District of 
Columbia, or may unite [two or more States or Territories into one 
district] into one district two or more States or a Territory and one or 
more States. 


+ * * * - * - 
§ 7653. SHIPMENTS FROM THE UNITED STATES. 
* * - - * * * 


(d) All customs duties and Federal income taxes derived from 
Guam, the proceeds of all taxes collected under the internal-revenue 
laws of the United States on articles produced in Guam and trans- 
ported to the United States, [its Territories, or possessions] its 
possessions or the Territory of Hawaii, or consumed in Guam, and the 
proceeds of any other taxes which may be levied by the Congress on 
the inhabitants of Guam, and all quarantine, passport, immigration, 
and naturalization fees collected in Guam shall be covered into the 
treasury of Guam and held in account for the government of Guam, 
and shall be expended for the benefit and government of Guain in 
accordance with the annual budgets. 

~ . + ~ > * * 


§ 7701. DEFINITIONS. 


(a) When used in this title, where not otherwise distinctly expressed 
or manifestly incompatible with the intent thereof— 
7 * * * * . & 


(9) Unirep states.—The term “United States’? when used in 
a geographical sense includes only the States, [the Territories of 
Alaska and Hawaii] the Territory of Hawaii, and the District of 
Columbia. 

(10) Srate.—The term “State” shall be construed to include 
the [Territories] Territory of Hawaii and the District of Co- 
lumbia, where such construction is necessary to carry out pro- 
visions of this title. 
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TITLE 28, UNITED STATES CODE 
* * * * * * * 
$ 81A. ALASKA. 
Alaska constitutes one judicial district. 
Court shall be held at Anchorage, Fairbanks, Juneau, Ketchikan, 
and Nome. 
- * * * * * * 


VOCATIONAL REHABILITATION ACT (41 STAT. 735) AS 
AMENDED (29 U.S.C. SUPP. V, SECS. 41(g), (h) AND (i) 


Src. 11. For the purposes of this Act— ; 
« * ~ *« * "* * 


(zg) The term “State” includes [Alaska,] the District of Columbia, 
Hawaii, the Virgin Islands and Puerto Rico, and Guam. 

(h)(1) The “allotment percentage” for any State shall be 100 per 
centum less that percentage which bears the same ratio to 50 per 
centum as the per capita income of such State bears to the per capita 
income of the continental United States [(excluding Alaska) ] (includ- 
ing Alaska), except that (A) the allotment percentage shall in no 
case be more than 75 per centum or less than 33% per centum, and 
(B) the allotment percentage for Hawaii shall be 50 per centum, and 
the allotment percentage for [Alaska,] Puerto Rico, Guam, and the 
Virgin Islands shall be 75 per centum. 

* - x « * = * 


(i) The “Federal share” for any State for any fiscal year (other 
than the fiscal year ending June 30, 1954) shall be 100 per centum less 
that percentage which bears the same ratio to 40 per centum as the 
per capita income of such State bears to the per capita income of the 
continental United States [(excluding Alaska)] (including Alaska), 
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except that (A) the Federal share shall in no case be more than 70 
per centum or less than 50 per centum, and (B) the Federal share for 
{Hawaii and Alaska] Hawaii shall be 60 per centum, and the Federal 
share for Puerto Rico, Guam, and the Virgin Islands shall be 70 per 
centum, * * * 





GOLD RESERVE ACT OF 1934 (48 STAT. 337) AS AMENDED 
(31 U.S.C. 444) 


Sec. 15. As used in this Act, the term “United States” means the 
Government of the United States; the term “the continental United 
States” means the States of the United States [, the District of 
Columbia, and the Territory of Alaska] and the District of Columbia; 
the term “currency of the United States” means currency which is 
legal tender in the United States, and includes United States notes, 
Treasury notes of 1890, gold certificates, silver certificates, Federal 
Reserve notes, and circulating notes of Federal Reserve banks and 
national banking associations; and the term ‘‘person” means any 
individual, partnership, association, or corporation, including the 
Board of Governors of the Federal Reserve System, Federal Reserve 
banks, and Federal Reserve agents. * * * 





SILVER PURCHASE ACT OF 1934 (48 STAT. 1178; 31 U.S.C. 448b) 


Sec. 10. As used in this Act— 

The term “person” means an individual, partnership, association, 
or corporation; 

The term “the continental United States” means the States of the 
United States [, the District of Columbia and the Territory of 
Alaska] and the District of Columbia; 


+ * * * * * a 





TITLE 32, UNITED STATES CODE 


§ 101. DEFINITIONS. 
In addition to the definitions in sections 1-5 of title 1, the following 
definitions apply in this title: 
(1) “Territory” means [Alaska, Hawaii,] Hawaii or any Territory 
organized after this title is enacted, so long as it remains a territory. 
” * * a7 * < * 


FEDERAL WATER POLLUTION CONTROL ACT (62 STAT. 1155) 
AS AMENDED (33 U.S.C., SUPP. V. SEC. 466) 


Sec. 5. (h) (1) The “Federal share” for any State shall be 100 per 
centum less that percentage which bears the same ratio to 50 per 
centum as the per capita income of such State bears to the per capita 
income of the continental United States [(excluding Alaska)] (in- 
cluding Alaska), except that (A) the Federal share shall in no case 
be more than 66% per centum or less than 33% per centum, and (B) 
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the Federal share for Hawaii [and Alaska] shall be 50 per centum, 
and for Puerto Rico and the Virgin Islands shall be 66% per centum. 


os a * a . * 
Sec. 11. When used in this Act— 
* a “ * * = a 


(d) The term “State” means a State, the District of Columbia, 
Hawaii, [Alaska,] Puerto Rico, or the Virgin Islands. 





TITLE 38, UNITED STATES CODE 


§ 903. DEATH IN VETERANS’ ADMINISTRATION FACILITY. 

(a) Where death occurs in a Veterans’ Administration facilitv to 
which the deceased was properly admitted for hospital or domiciliary 
eare under authority of section 610 or 611(a) of this title, the Admin- 
istrator shall pay the actual cost (not to exceed $250) of the burial 
and funeral. 

(b) In addition to the foregoing, when such a death occurs in the 
continental United States (including Alaska), the Administrator shall 
transport the body to the place of burial in the continental United 
States [, or to the place of burial within Alaska if the deceased was a 
resident of Alaska who had been brought to the United States as a 
beneficiary of the Veterans’ Administration for hospital or domiciliary 
care] (including Alaska). Where such a death occurs in a Territory, 
a Commonwealth, or a possession of the United States, the Admin- 
istrator shall transport the body to the place of burial within such 
Territory, Commonwealth, or possession. 

(c) Within the limits prescribed in subsection (a), the Administrator 
may make contracts for burial and funeral services without regard to 
the laws requiring advertisement for proposals for supplies and serv- 
ices for the Veterans’ Administration, 

” 7 = * + = * 
§ 2007. DEFINITIONS. 

When used in this subchapter— 

(a) The term “Korean conflict veteran’ means any person who has 
served in the active service in the Armed Forces at any time on or 
after June 27, 1950, and before February 1, 1955, and who has been 
discharged or released from such active service under conditions 
other than dishonorable after continuous service of ninety days or 
more, or more, or by reason of an actual service-incurred injury or 
disability. 

(b) The term “unemployment compensation” means the money 
payments to individuals with respect to their unemployment. 

(c) The term “State” includes Hawaii, [Alaska,] Puerto Rico, 
the Virgin Islands, and the District of Columbia. 

~ . ~ 7 * o * 


FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 
OF 1949 (63 STAT. 378; 40 U.S.C. SECS. 472(f) AND 522(a)) 


Sec. 3. (f) The term “foreign excess property” means any excess 
property located outside the continental United States [, Hawaii, 
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Alaska,] (including Alaska), Hawaii, Puerto Rico, and the Virgin 
Islands, 


~ * * * * * * 


Sec. 702. As used In this titl— 
(a) The term ‘‘State’”’ means each of the several States of the United 
States and the [Territories of Alaska and Hawaii] Territory of Hawaii, 


* * * ~ « * * 
PUBLIC HEALTH SERVICE ACT (58 STAT. 682) AS AMENDED 
(42 U.S.C. SECS. 201, 273, 274, AND 291) 


Sec. 2. When used in this Act— 


* * * * * * * 


(f) The term “State” means a State or the District of Columbia, 
[Hawaii, Alaska,] Hawan, Puerto Rico, or the Virgin Islands, except 
that as used in section 361(d) such term means a State[, the District 
of Columbia or Alaska] or the District of Columbia. 


* * * * * * * 


[Suc. 371. (a) There are authorized to be appropriated the follow- 
ing sums to be available to the Surgeon General of the Public Health 
Service for the purpose of making grants to the Territory of Alaska 
to assist it to carry out plans, submitted by the Governor of the 
Territory or his designee and approved by the Surgeon General, for 
an integrated mental health program for the Territory, includin 
outpatient and inpatient care and treatment: For each of the fisca 

ears ending June 30, 1958, and June 30, 1959, the sum of $1,000,000; 
or each of the fiscal years ending June 30, 1960, and June 30, 1961, 
the sum of $800,000; for each of the fiscal years ending June 30, 1962, 
and June 30, 1963, the sum of $600,000; for each of the fiscal years 
ending June 30, 1964, and June 30, 1965, the sum of $400,000; and 
for each of the years ending June 30, 1966, and June 30, 1957, the 
sum of $200,000. 

{(b) The Surgeon General shall, prior to the beginning of each 
calendar quarter or such shorter period as the Surgeon General may 
find necessary, estimate the cost of carrying out the approved plan, 
on the basis of estimates furnished by the Territory, including esti- 
mates of the amount of contractual obligations for hospitalization, 
and on the basis of such further investigations as he may find neces- 
sery. From the amounts appropriated for any fiscal year, the Sur- 

éon General shall pay to the Territory the amount requested by it 
ut not to exceed the amount so estimated by the Surgeon General 
for each such period, reduced or increased, as the case may be, by 
any sum (not previously adjusted under this section) by which he 
finds that the amount paid for any prior period was greater or less 
than the amount which should have been paid. The amount of any 
balance of payments made to the Territory under this section and 
remaining unobligated on July 1, 1967, shall be repaid to the Treas- 
ury of the United States. 

(c) Whenever the Surgeon Genefal finds, after affording oppor- 
tunity for hearing, that the Territory has failed to comply substantially 
with any provisions of the approved plan, he shall notify the Governor 
that no further payments will be made under this section (or that 
further payments will not be made for parts of the plan affected by 





ALASKA OMNIBUS BILL 51 


such failure) until he is satisfied that there will no longer be any such 
failure. 

[(d) For the purpose of facilitating the administration of the Ter- 
ritory’s mental health program, the Surgeon General is authorized to 
enter into arrangements with the Territorial government to provide 
for the care and treatment, in hospitals operated by the Service, of 
patients requiring hospitalization. Such arrangments shall be subject 
to the availability of suitable facilities therefor and shall provide for 
charges to the Territorial government in amounts determined by the 
Surgeon General which shall be sufficient to cover the full cost of such 
care and treatment. Upon payment by the Territory the amount of 
such charges shall be credited to the appropriation from which such 
costs were incurred: Provided, That, during the period of grants under 
this section, payment may be effected by deductions from the amount 
of such grants otherwise payable to the Territory, With such deduc- 
tion to be credited to the appropriations from which such costs were 
incurred. ] 

* * * * ox * * 


Src. 372. (a) There is hereby authorized to be appropriated an 
amount not exceeding the total sum of $6,500,000, to remain available 
until expended, to enable the Surgeon General to make payments to 

the Territory of] Alaska as the total contribution of the Federal 

overnment to be used in defraying the cost of construction of hospital 
and other facilities in Alaska needed for the carrying out of a compre- 
hensive mental health program. 

(b) Such facilities shall be scheduled for construction in accordance 
with a comprehensive construction program, developed by [the 
Territory] Alaska in consultation with the Public Health Service 
and approved by the Surgeon General. Projects shall be constructed 
in accordance with such approved program and in accordance with 
plans and specifications for the project approved by the Surgeon 
General. 

(c) Upon certification by [the Territory] Alaska, based upon in- 
spection by it, that work has been performed upon a project, or pur- 
aehe have been made in accordance with approved plans and 
specifications, and that payment of the installment is due, the Surgeon 
General shail certify such installment for payment: Provided however, 
That the Surgeon General may cause the project to be inspected at 
any time, and if such inspection indicates that the project is not being 
constructed in accordance with approved plans and specifications, 
he may, after notice and affording opportunity for hearing, withhold 
further payment until he finds that adequate corrective measures 
have been taken. 

(d) * * * 

(e) If, within twenty years from the date of completion of construc- 
tion, any hospital or other medical facility constructed with the aid of 
grants under this section shall cease to be a publicly owned facilit 
operated for the care or treatment of patients under [the Territory's] 
Alaska’s mental health program, the United States shall be entitle 
to recover from [the Territory] Alaska the then value of the hospital 
or other medical facility, reduced, however, proportionately, to the 
extent to which [the Territory] Alaska may have contributed to the 
cost of construction thereof. 

a 7 = o = 7 * 
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Src. 631. For the purposes of this title 
(a) the allotment percentage for any State shall be 100 per 

centum less that percentage which bears the same ratio to 50 

per centum as the per capita income of such State bears to the 

per capita income of the continental United States [(excluding 

Alaska)] (including Alaska), except that (1) the allotment per- 

centage shall in no case be more than 75 per centum or less than 
33% per centum, and (2) the allotment percentage [for Alaska 
and Hawaii shall be 50 per centum each] for Hawaii shall be 50 
per centum, and the allotment percentage for Puerto Rico, Guam, 
and the Virgin Islands shall be 75 per centum; * * * 

(d) the term “State” includes [Alaska,] Hawaii, Puerto 
Rico, Guam, the Virgin Islands, and the District of Columbia, 





SOCIAL SECURITY ACT (49 STAT. 620) AS AMENDED 


Src. 202.(i) * * * In the case of any individual who died outside 
the [forty-eight] forty-nine States and the District of Columbia after 
December 1956 while he was performing service, as ® member of a 
uniformed service, to which the provisions of section 210(m)(1) are 
applicable, and who is returned to any of such States, or the District 
of Columbia, or to any Territory of possession of the United States, 
for interment or reinterment, the provisions of the third sentence of 
this subsection shall not prevent payment to any person under the 
second sentence of this subsection if application for a lump-sum 
death payment with respect to such deceased indivdual is filed by 
or on behalf of such person (whether or not legally competent) prior 
to the expiration of two years after the date of such interment or 
reinterment. 

* . * * * * + 


Sec. 210. (h) The term “State” includes [Alaska.] Hawaii, the 
District of Columbia, and the Virgin Islands; and on and after the 
effective date specified in section 219 such term includes Puerto Rico. 

(i) The term “United States’? when used in a geographical sense 
means the States, [Alaska,] Hawaii, the District of Columbia, and 
the Virgin Islands; and on and after the effective date specified in 
section 219 such term includes Puerto Rico. 

* * * 7 ” * * 


Sec. 524. (a) The “allotment percentage” for any State shall be 
100 per centum less the State percentage; and the State percentage 
shall be that percentage which bears the same ratio to 50 per centum 
as the per capita income of such State bears to the per capita income 
of the continental United States [(excluding Alaska)] (including 
Alaska); except that (A) the allotment percentage shall in no case 
be less than 30 per centum or more than 70 per centum, and (B) the 
allotment percentage shall be [50 per centum in the case of Alaska 
and] 70 per centum in the case of Puerto Rico, the Virgin Islands, 
and Guam. 

(b) For the fiscal year ending June 30, 1960, and each year there- 
after, the “Federal share” for any State shall be 100 per centum less 
that percentage which bears the same ratio to 50 per centum as the 
per capita income of such State bears to the per capita income of the 





{ 
f 
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continental United States [(excluding Alaska)] (including Alaska), 
except that (1) in no case shall the Federal share be less than 33% 
per centum or more than 66% per centum, and (2) the Federal share 
shall be [50 per centum in the case of Alaska and] 66% per centum 
in the case of Puerto Rico, the Virgin Islands, and Guam. For the 
fiscal year ending June 30, 1959, the Federal share shall be determined 
pursuant to the provisions of section 521 as in effect prior to the 
enactment of the Social Security Amendments of 1958. 

(c) The Federal share and the allotment percentage for each State 
shall be promulgated by the Secretary between July 1 and August 31 
of each even-numbered year, on the basis of the average per capita 
income of each State and of the continental United States [(excluding 
Alaska)] (including Alaska) for the three most recent calendar years 
for which satisfactory data are available from the Department of 
Commerce. Such promulgation shall be conclusive for each of the 
two fiscal years in the period beginning July 1 next succeeding such 

romulgation: Provided, That the Secretary shall promulgate such 
Federal shares and allotment percentages as soon as possible after the 
enactment of the Social Security Amendments of 1958, which promul- 
gation shall be conclusive for each of the 3 fiscal years in the period 
ending June 30, 1961. 


‘* * * « * * a 


Sec. 1101. (a) When used in this Act— 

(1) The term “State” includes [Alaska, Hawaii,] Hawaii and the 
District of Columbia, and when used in titles I, IV, V, VII, X, and 
XIV of this Act includes Puerto Rico, the Virgin Islands, and Guam. 

(2) The term “United States’? when used in a geographical sense 
means the States, [Alaska,] Hawaii, and the District of Columbia. 

. “« * x * * * 


(8)(A) The “Federal percentage” for any State (other than¥Puerto 
Rico, the Virgin Islands, and Guam) shall be 100 per cesium less the 
State percentage; and the State percentage shall be that percentage 
which bears the same ratio to 50 per centum as the square of the per 
capita income of such State bears to the square of the per capita 
income of the continental United States [(excluding Alaska) ] (inelud- 
ing Alaska) ; except that (i) the Federal percentage shall in no case be 
less than 50 per centum or more than 65 per centum, and (ii) the 
Federal percentage shall be 50 per centum for [Alaska and] Hawaii. 

(B) The Federal percentage for each State (other than Puerto Rico, 
the Virgin Islands, and Guam) shall be promulgated by the Secretary 
between July 1 and August 31 of each even-numbered year, on the 
basis of the average per capita income of each State and of the con- 
tinental United States [(excluding Alaska) ] (including Alaska) for the 
three most recent calendar years for which satisfactory data are avail- 
able from the Department of Commerce. * * * 





ACT OF JANUARY 12, 1895 (28 STAT. 617) AS AMENDED (44 
U.S.C., SUPP. V, SEC. 183) 


Sxc. 73. The Public Printer shall furnish the Congressional Record 
as follows and shall furnish gratuitously no others in additon thereto; 
s * a * 2 € 7 
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To the offices of the Governors of [Alaska,] Hawaii, Puerto Rico 
Guam, and the Virgin Islands, each, five copies in both daily and 
bound form. 





FEDERAL REGISTER ACT (49 STAT. 500; 44 U.S.C., SEC. 308) 


Sec. 8. Whenever notice of hearing or of opportunity to be heard 
is required or authorized to be given by or under an Act of the Con- 
gress, or may otherwise properly be given, the notice shall be deemed 
to have been duly given to all persons residing within the continental 
United States [(not including Alaska)] (including Alaska), except in 
cases where notice by publication is insufficient in law, if said notice 
shall be published in the Federal Register at such time that the period 
between the publication and the date fixed in such notice for the 
hearing or for the termination of the opportunity to be heard shall 
be (a) not less than the time specifically prescribed for the publication 
of the notice by the appropriate Act of the Congress; or (b) not less 
than fifteen days when no time for publication is specifically prescribed 
by the Act, without prejudice, however, to the effectiveness of any 
notice of less than fifteen days where such shorter period is reasonable, 


—_—_— 


UNIVERSAL MILITARY TRAINING AND SERVICE ACT, AS 
AMENDED (62 STAT. 624; 50 U.S.C. APP., SEC. 466(b)) 


Sec. 16. (b) The term ‘United States”, when used in a geozraphical 
sense, shall be deemed to mean the several States, the District of 
Columbia, [Alaska,] Hawaii, Puerto Rico, the Virgin Islands, and 
Guam. 





ACT OF AUGUST 10, 1956 (70 A STAT. 636; 50 U.S.C. APP., 
SUPP. V, SEC. 2285(c)) 


Src. 43. (c) This section applies only to real property in the United 
States, [Alaska,] Hawaii, and Puerto Rico. It does not apply to 
real property for river and harbor projects or flood-control projects, 
or to leases of Government-owned real property for agricultural or 
grazing purposes. 


ACT OF MAY 4, 1956 (70 STAT. 130) 


The Secretary of the Interior, as an aid in the settlement and devel- 
opment of the Territory of Alaska, for a period of five years after the 
approval of this Act, is authorized to construct campgrounds and 
parking areas, including necessary access roads thereto, and other 

ublic recreation-area facilities in Alaska and to maintain them pend- 
ing their transfer to appropriate Territorial agencies and com- 
munities: * * * 

[Sec. 2. There is hereby authorized to be appropriated the sum of 
$100,000 per year for each of the fiscal years ending June 30, 1957, 
June 30, 1958, June 30, 1959, June 30, 1960, and June 30, 1961.] 
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ACT OF SEPTEMBER 7, 1957 (71 STAT. 629) 


Sec. 3. The Board is hereby authorized to guarantee any lender 
against loss of principal or interest on any aircraft purchase loan made 
by such lender to any air carrier holding a certificate of public con- 
venience and necessity issued by the Board (a) designated therein to 
be for local or feeder air service, or (b) providing for operations wholly 
within the Territory of Hawaii, or (c) providing for operations (the 
major portion of which are conducted either within Alaska or between 
Alaska and the United States) within the [Territory] State of Alaska 
(including service between Alaska and the United States, and between 
Alaska and adjacent Canadian territory), or.(d) providing for opera- 
tions within the Commonwealth of Puerto Rico (including service to 
the Virgin Islands and the Dominican Republic), or (e) providing for 
operations between Florida and the British West Indies (including 
service to Cuba), or (f) for the purpose of authorizing metropolitan 
helicopter service. Such guaranty shall be made in such form, on 
such terms and conditions, and pursuant to such regulations, as the 
Board deems necessary and which are not inconsistent with the pro- 
visions of this Act. 





DEFENSE BASE ACT, AS AMENDED (55 STAT. 622; 42 U.S.C. 
1651 AND THE FOLLOWING) 


Sec. 1. (a) Except as herein modified, the provisions of the Long- 
shoremen’s and Harbor Workers’ Compensation Act, as amended, 
shall apply in respect to the injury or death of any employee engaged 
in any employment— 

(1) at any military, air, or naval base acquired after January 
1, 1940, by the United States from any foreign government; or 

(2) upon any lands occupied or used by the United States for 
militery or naval purposes in any Territory or possession outside 
the continental United States (including [Alaska ;] the Philippine 
Islands; the United States Naval Operating Base, Guantanamo 
Bay, Cuba; and the Canal Zone); or 

(3) upon any public work in any Territory or possession 
outside the continental United States (including [Alaska;] the 
Philippine Islands; the United States Naval Operating Base, 
Guantanamo Bay, Cuba; and the Canal Zone), if such employee 
is engaged in employment at such place under the contract of a 
contractor (or any subcontractor or subordinate subcontractor 
with respect to the contract of such contractor) with the United 
States; but nothing in this paragraph shall be construed to apply 
to any employee of such a contractor or subcontractor who is 
engaged exclusively in furnishing materials or supplies under his 
contract; 
= * * ™ . + * 


(6) outside the continental United States [or in Alaska or the 
Canal Zone] by an American employer providing welfare or 
similar services for the benefit of the Armed Forces pursuant to 
appropriate authorization by the Secretary of Defense. 

(b) As used in this section— 
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(3) the term “war activities” includes activities directly relate 
ing to military operations [.]; 

(4) the term “continental United States’’ means the States and the 
District of Columbia. 


ACT OF MARCH 3, 1891 (26 STAT. 1093), AS AMENDED (16 
U.S.C. 607) 


In the States of Alaska, Colorado, Montana, Idaho, North Dakota, 
and South Dakota, Wyoming, New Mexico, and Arizona, [and the 
Territory of Alaska,] and the gold and silver regions of Nevada, 
California, Oregon, Washington, and Utah in any criminal prosecution 
or civil action by the United States for a trespass on such public 
timber lands or to recover timber or lumber cut thereon it shall be a 
defense if the defendant shall show that the said timber was so cut or 
removed from the timber lands for use in such State [or Territory] 
by a resident thereof for agricultural, mining, manufacturing, or 
domestic purposes under rules and regulations made and prescribed 
by the Secretary of the Interior and has not been transported out of the 
same, but nothing herein contained shall operate to enlarge the rights 
of any railway company to cut timber on the public domain. * * * 





WAR HAZARDS COMPENSATION ACT, AS AMENDED (56 
STAT. 1028; 42 U.S.C. 1701 AND THE FOLLOWING) 


Sec. 101. (a) In case of injury or death resulting from injury— 

(1) *** 

(2) to any person engaged by the United States under a con- 
tract for his personal services outside the continental United 
States [or in Alaska or the Canal Zone]; or 

(3) to any person employed outside the continental United 
States [or in Alaska or the Canal Zone] as a civilian employee 
paid from nonappropriated funds administered by the Army and 
Air Force Exchange Service, Army and Air Force Motion Picture 
Service, Navy Ship’s Store Ashore, Navy exchanges, Marine 
Corps exchanges, officers’ and noncommissioned officers’ open 
messes, enlisted men’s clubs, service clubs, special service activi- 
ties, or any other instrumentality of the United States under the 
jurisdiction of the Department of Defense and conducted for the 
mental, physical, and morale improvement of personnel of the 
Department of Defense and their dependents; or 

(4) *_* * 

(5) to any person employed or otherwise engaged for personal 
services outside the continental United States [or in Alaska or 
the Canal Zone] by an American employer providing welfare or 
similar services for the benefit of the Armed Forces pursuant to 
appropriate authorization by the Secretary of Defense. 

* * * * * ~ + 
Bac. 104. * * ¢ 
(c) The provisions of this section shall not apply with respect to benefits 
on account of any injury or death occurring within any State. 
pec, 106. ° * © 
(f) the term “continental United States’? means the States and the 
District of Columbia, 
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TITLE II] OF THE ACT OF MARCH 3, 1933 (47 STAT. 1520; 
41 U.S.C. 10c) 


Src. 1. When used in this title— 

(a) The term “United States”, when used in a geographical sense, 
—_— the United States and any place subject to the jurisdiction 
thereof; 

(b) The terms “public use”, “public building”, and “public work” 
shall mean use by, public building of, and public work of, the United 
States, the District of Columbia, Hawaii, [Alaska,] Puerto Rico, 
American Samoa, the Canal Zone, and the Virgin Islands, 











APPENDIX 


LEGISLATIVE PRECEDENTS FOR GRANTS OF FEDERAL PROPERTY To 
Newty ApMmitTrep States or Tae UNION 


There is established precedent for legislation authorizing the 
Federal Government to transfer property to newly admitted States 
of the Union without requiring the payment of consideration in ex- 
change for the property. 

Such provisions for grants have been made in enabling acts related 
to admission of the State and in statutes enacted after admission of the 
States. 

I. GRANTS UNDER ENABLING ACTS 


(See list of enabling acts containing provisions for the grant of Federal 
funds, property, and personal property to the States, ff.) 


Since 1859 enabling acts have included provisions for grants of 
Federal property to 15 States at the time of admission to the Union. 

An example of such acts is one enacted on behalf of the State of 
Idaho (Public Law 199, 51st Congress, July 3, 1890; 26 Stat. °15, 
ch. 656). The law provided for the donation to the State of land, 
money, and personal property used by the Federal Government 
in the administration of the Territory, as follows: 


Land grants 

(1) Grants of two sections or equivalent property in every township 
for the support of schools. 

(2) A grant of 50 sections of unappropriated public lands for the 
purpose of erecting public buildings for the State government. 

(3) Payment to the State of 5 percent of proceeds of public lands 
sold by the Federal Government subsequent to admission, such funds 
to be used for public schools. 

(4) Provision for vesting of lands previously granted under an 
earlier statute, the proceeds of sale to be used for university purposes. 

(5) Grant of 90,000 acres of land for the use and support of an 
agricultural college. 

(6) Additional grants of land for a scientific school, for State normal 
schools, for support and maintenance of an insane asylum, for support 
and maintenance of a penitentiary, and 150,000 acres for other State, 
charitable, educational, penal, and reformatory institutions. 

Money payments 

The sum of $28,000 for expenses of the constitutional convention 
and for the payment of members thereof in the same manner as 
payments for Territorial legislatures. 

Federal property used for Territorial administration 

The act provided for the donation to the State of Idaho of the 
penitentiary at Boise City, Idaho, and all lands set apart and reserved 
for the institution and, also, the personal property of the United 
States— 
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now being in the Territory of Idaho, which has been. in-use 
in the said territory in the administration of the territorial 
government, including books and records and the property 
used ‘at the constitutional convention, * * * 


tl. GRANTS BY LEGISLATION ENACTED SUBSEQUENT TO ADMISSION OF 
THE STATE 


In the case of admission of eight other States to the Union, legisla- 
tion has been enacted subsequent to admission which provided for the 
transfer by the Federal Government to the new States of lands and 
personal property. (A list of these acts is attached.) 

Land was granted by such statutes to— 

Kansas: For aid in the construction of railroads and telegraphs 
(12. Stat. 772; Public Law 77, 37th Cong.), a 
5 RARBG: For university purposes (14 Stat. 85; Public Law 97, 39th 

ong.). 

Colorado: For schools (20 Stat. 317; Public Law 48, 45th Cong.), 

Personal property was granted as follows: 

South Dakota and North Dakota (26 Stat. 675; Public Res. No. 26, 
5ist Cong.). 

Papers, books, records, fixtures, furniture, and all other personal 
brgperty used in the administration of the Territorial government. 

jashington and Montana (26 Stat. 668; Public Res, No. 6, 51st 
Cong.): Fixtures, furniture, and so forth, used by the constitutional 
conventions and the legislative, executive, and judicial departments 
of the government of.the late Territories. 

Utah (29 Stat. 461; Public Res. 6, 54th Cong.) : The Federal Govern- 
ment was authorized to— 


deliver to the then Governor and Secretary of the State of 
Utah * * * the safes, desks, and all furniture and fixtures 
of their respective offices and all property of like character, 


Enasuinea Acts Since 1859 Conrarntne Provisions GRANTING 
FrepEeRAL Funps, Property, AND PERSONAL PROPERTY TO STATES 





State Citation to act | Pertinent sections; remarks 
EE ee BE Feb. 14, 1859—11 Stat. 383-384. ...............- | See. 4, 
OE SS ee Jan. 29, 1861—12 Stat. 126-128_.............-..- Sec. 3. 
SEES . oiccamgivietaiiidaal | Mar. 21, 1864—13 Stat. 30-32; Oct. 31, 1864—13 | Secs. 7, 8, 9, and 10. 
Stat. 749, No. 22. 
SEIN css ietpicydnamtintaapieiadones Apr. 14, 1864—13 Stat. 47-50; Feb. 9, 1867—14 | Secs. 7, 8, 9, 10, 11, and 12, 
Stat. 391-392; Mar. 1, 1867—14 Stat. 820, No. 9. | 
ee Mar. 3, 1875—18 Stat. 474-476; Aug. 1, 1876—19 | Secs. 7, 8, 9, 10, 11, 12, and 13. 
Stat. 665. 
South Dakota_.....--..-- Fel. 22, 1889—25 Stat. 676-684; Nov. 2, 1889— | 
26 Stat. 1549-1551. } 
North Dakota........... Feb. 22, 1889—25 Stat. 676-684; Nov. 2, 1889— || Secs. 10, 11, 12, 13, 14, 15, 16, 17, 
26 Stat. 1548-1549. 18, 19, and 20 affected South 
Montana_-...............| Feb. 22, 1889—25 Stat. 676-684; Nov. 8, 1889— | Dakota, North Dakota, 
| 26 Stat, 1551-1552. Montana, and Washington. 
MT OINNAOE . cccninenewes | Fel. 22, 1889—25 Stat. 676-684; Nov. 11, 1889— 
26 Stat. 1552-1553. 
Ts «i wenatnabaseaeaaad July 3, 1890—26 Stat. 215-219. . ..............-- Secs. 4, 5, 6, 7, 8, 9, 10, 11, and 
15 
0 eS Ss July 10, 1890—26 Stat. 222-226. ..........-.....- Do. 
WU. codznbvubescdobwott July 16, 1894—28 Stat. 108-112; Jan. 4, 1895—29 | Secs. 6 7, 8, 9, 10, and 12. 
Stat. 876, No. 9. 
RODE. .t.nsrpciupaien June 16, 1906—34 Stat. 267-278; Nov. 16, 1907— | Secs. 5, 7, 8, 9, 11, and 12, 
35 Stat. 2160-2161. 
0 oe June 20, 1910—36 Stat. 568-579; Aug. 21, 1911— | Sees. 6, 7, 9, and 10. 
37 Stat. 39-40; Feb. 14, 1912—37 Stat. 1728. 
New Mexico._..........| June 20, 1910—36 Stat. 557-568; Aug. 21, 1911— | Secs. 24. 25, 27, and 28. 





37 Stat. 39-43; Jan. 6, 1912—37 Stat. 1723. 





59003°—59_ S. Rept., 86-1, vol. 329 











60 ALASKA OMNIBUS BILL 


Acts, Cirosety Fottowine Enasirne Acts, Grantine Lanp'anp 
PrRoPertTY TO STATES 


(1) Kansas—12 Stat. 772, ch. 98; Public Law 77, 37th Congress, 
March 3, 1863: An act for a grant of lands to the State of Kansas, in 
alternate sections, to aid'in-the construction of certain railroads and 
telegraphs in said State. 

(2) Nevada—l4 Stat. 85, ch. 166; Public Law 97, 39th Congress, 
July 4, 1866: An act concerning certain lands granted to the State of 
Nevada. (Grants more land for university purposes.) 

(3) Colorado—20 Stat. 317, ch.96; Public Law 48, 45th Congress, 
February 24, 1879: An act donating to the board of education of 
school district No. 1, Arapahoe County, Colo., block No. 143, ia the 
east division of the city of Denver, Colo., for common-school purposes. 

(4) South Dakota and North Dakota—26 Stat. 675, Pub. Res. 
No. 26; 51st Congress, June 21, 1890: Joint resolution providing 
for donation of certain personal property of United States to South 
Dakota and North Dakota. (‘‘* * * papers, books, records, fixtures, 
furniture and all other personal property * * * used in the adminis- 
tration of the Territorial Government * * *’”) 

(5) Washington and Montana—26 Stat. 668, Pub. Res. No. 6, 
5ist Congress, January 10, 1890: Joint resolution donating fixtures, 
furniture, and so forth to the States of Washington and Montaba 
(“* * * used by the Constitutional Conventions and the Legislative, 
Executive and Judicial Departments of the Government of the late 
Territories * * *’’) 

(6) Utah—29 Stat. 461, Pub. Res. 6, 54th Congress, January 4, 
1896: Joint resolution to transfer certain offices of the United States 
in the Territory of Utah to the officers of the State of Utah. (“* * * 
to deliver to the then Governor and Secretary of the State of Utah 
* * * the safes, desks and all furniture and fixtures of their respective 
offices and all property of like character * * *’’) 


O 











Calendar No. 321 


86TH CoNGREss } SENATE Report 
1st Session No. 332 





AUTHORIZING APPROPRIATIONS TO THE NATIONAL 
AERONAUTICS AND SPACE ADMINISTRATION 


JUNE 2, 1959.—Ordered to be printed” . 


Mr. Stennis, from the Committee on Aeronautical and Space Sciences, 
submitted the following 


REPORT 


(To accompany H.R. 7007] 


The Committee on Aeronautical and Space Sciences, to whom was 
referred the bill (H.R. 7007) to authorize appropriations to the 
National Aeronautics and Space Administration for salaries’ and 
expenses, research and development, construction and equipment, and 
for other purposes, having considered the same, report favorably 
thereon, with amendments, and recommend that the bill do pass. 


Purpose OF THE BIL. 


The purpose of the bill is to authorize appropriations to the National 
Aeronautics and Space Administration for fiscal year 1960, totaling 
$485 ,300,000. 


The authorizations, in terms of the three NASA appropriations, are 
as follows: 


Salaries and jexperiethia + ~cncthsiallaceds ddkcion hating sats clo nse $94, 430, 000 
Research. and development. ie. ns doce wets Sous sS0.. eee. 333, 070, 000 
CRBMBCUSIOO AG SOUIIONG. ..n.ccne ccadinedactinnescpadionee 57, 800, 000 


EXPLANATION OF THE BILL 
SALARIES AND EXPENSES 


The ‘Salaries and expenses” appropriation covers the day-by-day 
noncapital costs of operating and maintaining the activities and 
personnel of the National Aeronautics and Space Administration. 

A total of $94,430,000 is projected for fiscal year 1960, compared 
with $86,454,000 authorized for fiscal year 1959 and $76,076,209 
appropriated for fiscal year 1958. The increase over the 1958 level is 
actually greater than indicated by the above figures, since the appro- 
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priation structure for fiscal year 1960 includes the transfer of 
$16,670,000 of costs involved in the operational support of NASA 
research laboratories and other activities from ‘‘Salaries and expenses”’ 
to “Research and development.” As a result of this adjustment in 
the appropriation structure, the “Salaries and expenses” appropriation 
is limited to those noncapital items normally appropriated on an an- 
nual basis, such as personal services, utility costs, retirement contri- 
butions, travel and similar items. 

On a completely comparable basis, the.comparison between the 1960 
estimate for ‘Salaries and expenses” and prior years is as follows: 





Fiscal year | Fiscal year Fiscal year 
1958 1959 1960 
appropriated | authorized estimated 








Existing appropriation structure._........................--.. $76, 045, 613 | $86, 454,000 | $111, 100,000 
Activities funded under ‘‘Research and development” in 1960.| —12, 661, 506 | —12, 137,302 | —16, 670,000 


Fiscal] year 1960 appropriation structure................. 63, 384, 107 74, 316, 698 94, 430, 000 





Of the $94,430,000 for fiscal year 1960 ‘Salaries and expenses,” 
$69,976,000, or 74 percent of the total, is devoted to salaries. This is 
almost 19 percent above the comparable figure for fiscal year 1959 
and primarily reflects the increase in total NASA employment. Di- 
rect civilian employment is expected to increase from 8,961 at the 
end of the current fiscal year to 9,988 at the end of fiscal year 1960, 
an increase of 12 percent. Average employment, however, is expected 
to rise from 8,300 in fiscal year 1959 to 9,600 in 1960, an increase of 
spgropataly 16 percent. 

No increase in employment above the 1959 level is planned for the 
four research centers which were built up under the NACA and in- 
corporated into NASA. The projected increase in NASA employment 
is limited to that required to handle the new duties and responsibilities 
imposed by the expanding civilian space program. This is shown 
clearly by the following tabulation: 


Number of NASA employees end of fiscal year 























Installation | 1959 | 1960 | Chante | Installation 195. | 1960 | Changs 
NASA Headquarters. ....- 336 486 +150 |} Pairick Office.............. 3 S Rida denen 
Langley Research Center..| 3,333 | 3,333 |-.....-.- || Western Coordination Of- 

Ames Research Center._...| 1, 509 | SR | Stee fice........ ea ae 8 +4 

Lewis Research Center... .| 2, 828 | 8,898 4 s2s.c<- | Wright-Patterson Liaison 

High-Speed Flight Station.| 322] 322 |.........|| Office. ......-......----+- 2 8 hnerness 

Goddard Space Center_....| 527 | 1, 247 +720 rr 

Pilotiess Aircraft Station... 97 | 250 +153 i WOU, cssnstwatnasee 8, 961 9, 088 +1, 027 
' ' 1 


The various items, other than personal services, covered by the 
“Salaries and expenses” appropriation aggregate $24,454,000 for fiscal 
year 1960, compared with $15,339,798 in fiscal year 1959. In general, 
the increases from 1959 to 1960 reflect the increased employment level 
projected for 1960. Somewhat disproportionate increases have been 
projected for costs of travel and of communications. The large in- 
creases in these areas are directly attributable to the significant ex- 
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pansion in worldwide tracking and observation activities projected for 
1960. The following testimony is pertinent to this point: 


Mr. Steprert. * * * The basic reason for the difference in 
travel is that we are a quite different organization in terms of 
the mission we now carry out in this space area. 

In the past when the NACA had its mission related to 
aeronautical research and development, there was travel be- 
tween stations, domestic travel to tie in with the military and 
other research installations, but the international part of 
NACA travel was actually quite small. Even domestic 
travel was of a small order compared to what NASA must 
undertake when we take on a responsibility that ties in with 
many more agencies, many contractors throughout the 
country with whom we did not have business before, and 
many different countries and different sites. 

You saw this morning some indication of the extent of our 
worldwide responsibilities in the tracking stations which are 
located around the globe. 

When it came to estimating what our 1960 travel needs 
would be, we took particular cognizance of the travel experi- 
ence of the Vanguard group, which was transferred to us from 
the Navy Department. There was a group which started 
out from scratch to develop specifically an orbiting satellite, 
including the establishment of a network in other countries 
to track the satellite. 

From that experience we have extrapolated a NASA travel 
estimate for similar travel activity in our kind of a program. 

This is the best way we know to estimate our travel 
requirements. That is why they are substantially higher 
than anything in our previous experience. Mr. Ulmer, you 
may want to add something further. 

Mr. Utmer. As a guideline, Mr. Chairman, the NACA 
travel requirements averaged out somewhat less than $100 
per year for many years. 

Dr. Drypen. Per man. 

Mr. Utmer. Per man per year. The Vanguard experi- 
ence Mr. Siepert referred to came to something in the order 
of $2,800 per man per year. We have applied that factor 
for a portion of the NASA people that will be engaged in the 
type of activity similar to Vanguard, and have provided 
something similar to the NACA experience for the balance 
of the people. 

The figure for 1960 comes out somewhat on the order of 
$330 per employee. Now admittedly we do not have a full 
year of operation and a full year of experience to support this 
estimate, but we feel it is a reasonable estimate within these 
two guidelines that we had to work with. Within another 
year we will be able to make a more accurate, more reason- 
able, estimate. 


In view of the above, it would appear that the estimate of travel 
costs for 1960, while appreciably higher than the comparable costs 
for 1959, is nevertheless quite austere. 
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The following table summarizes the projected distribution of the 
$94,430,000 for “Salaries and expenses’’ for fiscal year 1960: 





Installation Salaries Expenses Total 








PABA TOs Se terien soe ccidtinccdacusbcctibantedges $3, 635, 000 $2, 550, 000 $6, 185, 000 
Langley Research Center..................-...... thin 22, 900, 900 4, 759. 100 27, 660, 000 
Ames Research Center--.............-.-.......... dead 10, 659, 200 4, 056, 800 14, 716, 000 









Lewis Research Center. .....................-.... ----| 20, 166, 900 5, 435, 640 25, 602, 540 
High-Speed Flight Station..........-............-.-....-2.-.- 2, 210, 000 414, 000 2, 624, 000 
ee ET RAI een 8, 766, 050 5, 783, 700 14, 549, 750 
Pabatieet Barer Gee WONG, «Goo coed ctw ce thbnctittcdacdiceed 1, 522, 000 1, 428, 000 2, 950, 000 
Patrick Air Force Base Office.........nncecncnncccce-ccese ee 38, 250 12, 000 50, 250 
Weber Jcerimetien KOS... .o.cncucquapecnecnnentannadansy 58, 900 12, 100 71, 000 
Wright-Patterson Liaison Office..........-...........--.....- 18, 800 2, 660 21, 460 

DO cn canaccccnnoacensongadewetnekuadebachstbuksek 69, 976, 000 24, 454, 000 94, 430, 000 





RESEARCH AND DEVELOPMENT 


The “Research and development”’ appropriation provides the funds 
required for contractual research, development, operations, technical 
services, repairs, alterations and minor construction, and for supplies, 
materials, and equipment necessary for the conduct and support of 
aeronautical and space research and development activities of the 
National Aeronautics and Space Administration. 

A total of $333,070,000 is projected for fiscal year 1960, compared 
with $225,369,532 authorized under this appropriation title for fiscal 
year 1959. This appropriation title did not exist in fiscal year 1958, 
since all funds appropriated to the then existing NACA were provided 
under the appropriation titles “Salaries and expenses” and ‘‘Construc- 
tion and equipment.”’ 

To make a proper comparison with the estimate for fiscal year 1960, 
the amount authorized for fiscal year 1959 should be increased from 
$225,369,532 to $237,506,834. The reason for this adjustment of 
$12,137,302 has been explained under the discussion pertaining to 
“Salaries and expenses.” Thus, the estimate for fiscal year 1960 is 
$105,563,166—or 44 percent—greater than comparable amount 
authorized for fiscal year 1959. 
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.'The following table ‘summarizes the NASA research and develop- 
ment programs for fiscal years 1959 and 1960, as currently conceived: 


t 








Program Fiscal year Fiscal year 
1959 1960 





A. Aircraft, missile, and spacecraft research: 







Support of NASA plant. --| ' $11,726, 102 $16, 670, 000 
Support of JPL plant... 7 8, 156, 500 8, 156, 500 
Research contracts... ...-. 2 4, 000, 000 5, 200, 000 
B. Scientific investigations in space: 
BOUIN TOCRUED. « oocccccccsanessccdcdoostbssinbabtvosebosonsssew 5, 000, 000 10, 000, 000 
BebentiGr usellites } sy 65n55hbacaatesdnsenncctatetecesbeusets 23, 252, 000 22, 800, 000 
DGS EOL... «., dutiedinauatibeneiinnnetmdnenndlandi mandates T, 720, 750 7, 140, 000 
Des Spacd POG. ibs. hse Sieh ccccnsdddsmesdcducsdpodad 17, 791, 000 6, 803, 500 
I ORI no cclehaienatindmeitei thd ean akeicd I, SUNC at Andntintemacnewend 
©. Satellite applications investigations: z 
OGY 5. thsi oc ttincdsstheecdabsdiedaiibbeticcind 2, 500, 000 10, 800, 000 
Oo ani eel Eien ennai 3, 460, 000 4, 700, 000 
D. Space operations technology: - 
a a i ith einai te beth te le uinhs 5S, 411, 200 70, 000, 000 
SPHacd FENGSS OMT COCUMITUNS. on. wcddccccccccccadécondsbsarccwasisccdsecegocuucsd 3, 000, 000 
E. Space propulsion technology: 
DI Ca a et cea 700, 000 8, 000, 000 
High-energy propellent rockets__...................-.....--.-.--- 7, 000, 000 5, 000, 000 
1,000,000-pound thrust single chamber engine..............-...... 10, 000, 000 30, 200, 000 
TUMCIOGT TOCMOO MINION. 0. Soc cm ewer ep cscscodetocdeesaddansbebbesee 4, 500, 000 8, 000, 000 
Opes CI IG Eh ioehs wdh nda pepe Gon sh entntinegydwoes 300, 000 3, 000, 000 
DEES Pa A Lecdennnadoensctbecboteeganezenennohminns 500, 000 3, 000, 000 
F. Space systems technology: 
Aaa CORED CURIE... cendascennetticrsnendmeeepadeane 500, 000 1, 500, 000 
DOUNser TOCOVETY MYDUEEEG. 5 ocdasdoodesscsscccdssuideunsedudpocts 500, 000 1, 500, 000 
Orbiting space Deter etebet sb 5.562siss< 55 detr dada meindeencetcdendiecdenes~aptict oe 2, 000, 000 
a. Suppertine activities: Tracking and data acquisition --.............- 3, 300, 000 11, 500, 000 
H. Vehicle development: 
G1 0s ptrecianntiinlth talent tintenh eieebimensmainimeinie 6, 048, 000 2, 000, 000 
DIU. -qpabevanaptugn teapcsapsenceaebhicbeddecpbtenabdatdeshel 13, 800, 000 13, 300, 000 
VOGR 5 ek a ddbahinsdebhidlsdacedesbddedsdedbeddustieientions 22, 800, 000 42, 800, 000 
CIT, oncdpnsdncentioesnGrdedanedenesunphutnescnanadaanamesenlaniebesaannl 41, 000, 000 
Total, research and development................-....-.-.---.-- 237, 506, 834 | 333, 070, 000 


1 Includes $11,137,302 provided under “Salaries and expenses.” 
1 Includes $1,000,000 provided under “Salaries and expenses.”’ 


It is hardly necessary to point out that the space program is still in 
its infancy and can be expected to grow significantly in cost and scope 
in the years ahead. As a corollary, it must be anticipated that the 
plans for, and estimated costs of, various individual research and 
development programs will be subjeet to continuing change. It is 
not possible to make precise forecasts for programs in which we are 
going beyond existing scientific knowledge. 
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On February 19, 1959, Dr. Glennan, the Administrator of NASA 
testified before the committee as follows concerning the increase 
costs in the budget request for fiscal year 1960 as compared with 
fiscal year 1959: 


The point I want to make at this time is that these in- 
creases represent the accelerated level of space effort which we 
believe we can justify at this time. I emphasize “at this 
time” because we are now in the formative stages of one of 
the most challenging programs ever undertaken by the 
United States. The budget we have requested is what we 
need to do our job at present. We shall, of course, carry 
on a continuing, intensive review, not only of our presently 
scheduled programs, but also of what we should or could 
be doing in addition. 

I should probably add the comment that, in my opinion, 
this is the last time that, at least in the foreseeable future, 
NASA will be requesting a budget of one-half billion dol- 
lars. If anything, the level of our space effort today is 
minimal if we are to reach our goals as promptly as we 
must. In these early stages of organizing, and planning, 
and beginning our programs, however, there are definite 
limits to the sums of money we can usefully spend. 

Today, we are making the down payments on programs 
that, inevitably, will cost very much more in the years ahead 
Project Mercury is budgeted at $37,661,200 in fiscal 1959; we 
are asking for $20,750,000 in supplemental funds * * *. The 
1960 cost of Project Mercury is $70 million, and before we 
have completed this first U.S. effort to put man into space, 
the bill will have exceeded $200 million. 

The 1 to 1% million-pound-thrust engine is a $12 million 
item in the 1959 budget; its cost increases to $30,200,000 in 
the 1960 budget. Before this single-chamber booster has 
been brought to a state of usefulness, the cost will have ex- 
ceeded approximately $200 million. Every time one of these 
giant boosters is used to send many tons of payload into 
space, we will be spending more than $20 million. I don’t 
want to belabor the point, but I need to cite one final figure. 
The cost of the national booster program, to provide the 
building block units of basic rocket motors needed for our 
space programs, will exceed $2 billion in my opinion. 

These are facts that must be considered now. The cost of 
our space programs will continue, year after year, and it will 
increase, year by year. 


In testifying before the committee on April 7, 1959, Dr. Glennan 
stated: 


* * * At NASA we are consumed with the infinite possi- 
bilities of space but we are determined to base our space 
program upon facts, not fancies. With this in mind, we will 
constantly be reviewing our program—and our budgets. It 
is highly probable that our programs will change rapidly 
during the first years of effort in this new medium simply 
because we are opening up a new frontier and most of the 
ground rules are yet to be worked out and understood. 
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There can be no question concerning the fact that. the “continuing 
review” to which Dr. Glennan referred has, indeed, taken_ place. 
Some of the salient aspects of this review were summarized by Dr. 
Glennan as follows: 


This is, in our judgment, a sound and indeed a Jean budget. 
I would like to cite, for example, what we plan to do with the 
$333 ,070,000 for research and development to enable us to 
get considerably more space mileage per dollar than originally 
seemed possible. 

When we prepared our first 1960 budget estimates back in 
November 1958, our program relied on the then current fam- 
ily of existing rockets, namely the Juno II’s and Thor-Ables. 
Since that time, our continuing program review has demon- 
strated that further reliance upon these vehicles would be 
uneconomical because of their limited load-carrying capacity 
and lack of versatility. For example, neither of these rockets 
has upper stage guidance so we must spin-stabilize them, thus 
restricting both the mass distribution and the gross weight 
of the scientific payload. 

Our studies led us to initiate development of more ad- 
vanced and much more efficient vehicles. In conjunction 
with the Advanced Research Projects Agency of the Depart- 
ment of Defense, we prepared the national space vehicle pro- 
gram which includes the Centaur and Vega rockets. 

As you know, the Centaur consists of a modified Atlas 
ICBM as the first stage, a high-energy second stage, and a 
6,000-pound thrust third stage, now in development. 

Vega is made up of a modified Atlas as first stage, a modi- 
fied Vanguard first stage as second stage, and the same 6,000- 
pound thrust third stage as in the Centaur. Vega will be 
capable of placing more than 5,000 pounds in an Earth orbit 
and it will be one of the first space vehicles capable of makin 
extensive television surveys of the Moon’s surface. It wil 
also permit significant communications relay satellite experi- 
ments and be able to launch two-man satellites. 

Centaur, which will be able to place more than 8,000 
pounds in a 300-mile orbit, should be capable of soft-landing 
a 730-pound scientific payload on the Moon. 

Out of our program review came the realization that we 
would still need some vehicles of the Juno II and Thor-Able 
type for general space missions. We therefore centered on 
the Thor-Delta, which is the Thor-Able rocket with the 
addition of a coasting guidance system for general satellite 
and space probe work. 

In order to get the Thor-Delta, Vega, and Centaurs under- 
way as soon as possible, we cut back our Juno II and Thor- 
Able launching schedule. We reduced our orders of Juno 
II’s from 8 to 5; we placed orders for 12 Thor-Deltas and 
we set in motion plans for the development and procurement 
of 8 Vegas. On July 1, 1959, we will assume procurement 
funding of Centaur vehicles from the Air Force. 

We have decided not to order more Thor-Ables. After 
reexamining our flight schedule, we stretched out our firing 
period in terms of the availability of these new vehicles. 
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This means the majority of these vehicles funded in the 
1960 budget will be fired during calendar years 1960 and 
1961. 

We are tentatively planning to start firing Deltas late in 
1959, this year; Vegas near the middle of 1960, and Centaurs 
early in 1961. 

You have already heard our officials and technical experts 
describe these vehicles and their capabilities in detail but I 
would like to give you just a few highlights. 

The Juno II can place about 80 pounds in a 300-mile 
earth orbit. The Delta can place 250 pounds in the same 
orbit, and the Vega 6,000 pounds. The Juno II payload in a 
300-mile orbit costs us about $15,000 per pound for vehicle 
alone, compared with $5,000 per pound for Delta and $600 
per pound for Vega. In a deep space probe, Juno II’s 
vehicle costs $100,000 per pound; Delta’s costs $50,000, and 
Vega’s will cost $3,200 per pound. 

In short, when these vehicles are fired we will get more 
weight into orbit and space more cheaply and more efficiently 
than heretofore. 


Thus, in the space of a few short months, both the 1959 and 1960 
research and developments programs were revised very extensively. 
The magnitude of the changes made to date is illustrated by the 
following summary, which was prepared by NASA at the request of 
the committee: 


Si ill a eae 
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As can be seen from the preceding tabulation, reprograming of fiscal 
year 1959 ‘Research and development” funds during the past few 
months has totaled $44,689,000. This is 22 percent of the total 
amount provided in this appropriation. Similarly, reprograming of 
the funds proposed for fiscal year 1960 has amounted to $98,100,000 
or over 29 percent of the total of $333,070,000 for the “Research and 
development” appropriation. 

The printed hearings on the NASA authorization for fiscal year 1960 
contain detailed explanations and justifications for the various 
amounts requested. The following represents a summary of the sig- 
nificant aspects of the various programs involved, based on the in- 
formation presented by NASA. 


A. AIRCRAFT, MISSILE, AND SPACECRAFT RESEARCH 


1. Support of NASA plant, $16,670,000 

The amount being requested for operation of the NASA plant in 
1960 is $16,670,000. This compares with $11,726,102 for the equiva- 
lent items during fiscal year 1959 or an increase of $4,843,898. The 
increase reflects the expanding requirements for new space research 
and also the urgent need to overcome some of the accumulating de- 
ficiencies in the materiel and facilities support for NASA’s extensive 
in-house research and development effort. This research work is 
carried on principally at NASA laboratories in Langley (Va.), Lewis 
(Cleveland, Ohio), Ames (Palo Alto, Calif.), Edwards (Calif.), Wallops 
Island (Va.), and the Goddard Space Flight Center groups now oc- 
cupying temporary quarters at NRL in Washington, at Langley, and 
at Lewis. 

The effective conduct of both aeronautical and space research re- 
quires increasingly specialized facilities, more complicated equipment 
and instrumentation, and more extensive shop services. However, 
in recent years, the NASA laboratories have been unable to proceed 
adequately with modernization and equipping of their facilities. 

There are four main areas of increase in fiscal year 1960 compared 
with 1959. 

(a) “Contractual services” from non-Government sources involves 
$935,000, an increase of $185,000 over 1959. Practically all this in- 
crease is for additional machine shop and metal fabrication work of 
a specialized kind which is uneconomical to provide on a full-time 
basis using Government shop facilities. 

(6) “Facility repairs and alterations” (for projects costing less. than 
$250,000) involves $1,728,000, an increase of $553,000 over 1959. 
Rapid changes in research requirements dictate that continuous 
attention be given to adapting existing facilities for new studies. 
This item proposes to make a substantial reduction in the backlog 
of necessary improvements. Major new facilities or capital projects 
costing more than $250,000 are requested separately under the ‘‘Con- 
struction and equipment” appropriation title. 

(ec) The “Supplies and materials” request for $8,283,000 is an in- 
crease of $2,038,000 over 1959. Three-fourths of this ($1,512,000) is 
primarily attributable to the greatly increased number of rocket 
launchings 1960. In this area, an additional $949,000 will be 
needed for liquid rocket propellants, $358,000 more for rocket engines 
and models, and $205,000 more for electronic instrumentation. 
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(d) “Equipment” requirements are $5,610,000 or some $2,251,000 
over last year’s purchases. Of the $2,251,000 increase recommended 
for both replacement and new equipment, 70 percent (or $1,602,000) 
is for the purchase of new types of scientific and research apparatus. 
All new equipment needs, totaling $2,776,700; have been detailed by 
individual item required, and by eoation, Under plans presented to 
the committee, $105,000 would be required for new Langley equip- 
ment; $899,000 for Ames; $1,433,700 at Lewis which is undergoin 
major changes to equipment for rocket propulsion research; an 
$339,000 at the Edwards High Speed Station. 


2. Support of JPL plant, $8,156,500 


The Government-owned property and equipment of Jet Propulsion 
Laboratory (JPL) of the California Institute of Technology near 
Pasadena, Calif., was transferred to the NASA by Executive Order 
10793, dated December 3, 1958. In the past, JPL has done outstand- 
ing research and development work in missile, satellite, and space 
probe fields through its contributions to the areas of solid propellent 
rockets, guidance systems, and electronic instrumentation, communi- 
cation, and tracking systems. The NASA expects to rely heavily on 
JPL in the future for further advanced research and development in 
all of these areas in support of the national space program. 

The program costs for fiscal year 1960 are as follows: 


Guidance and controls ic ced ed UU a Dh a eieesuuieis $900, 000 
ON OI I i i Ni i 590, 000 
Solid propellent research and development___-..-.....-.---------- 1, 230, 000 
Liquid propellent research and development... -......-.---------- 1, 450, 000 
BV aeeG: Propulsion Cymer eee 314, 000 
mmeneens NOMGEON 35 oi oc hs on ocean eh ce ee 840, 000 
Basic studies in chemistry and physics... 2. ec ee 960, 000 
Instrument development -- -- = aaa abe th shad ete cates aca anlar a 680, 000 
Fropelietis and Propulsion reRten oS SS eee 1, 132, 500 
manor eonstructien iL. .us alo ib is cco Ue me alee 60, 000 

TORI x eipbinneis sintiartienscseiee ie asnininicitiendias ieee aie ee eae ce 8, 156, 500 


8. Research contracts, $5,200,000 


In order to provide scientific knowledge for existing programs in 
aeronautical and space technology and to build a foundation for 
future programs, there is an urgent and continuing need for NASA 
to augment its present capabilities by utilizing the research potential 
of the universities and research institutes of the Nation. Not only 
must existing research groups be utilized but additional ones must 
be created to accelerate the advance of space sciences to the maximum 
extent. Important problem areas may be grouped as follows: 

(1) The physical sciences encompass the fundamental research 
problems related to structural and special-purpose materials, propul- 
sion methods, instrumentation, theory of information handling and 
analysis, and others. To permit advances in applied science, in- 
creased understanding is needed in many areas of fundamental physical 
science. 

(2) The cosmological sciences include planetary sciences, astro- 
physics and astronomy which are concerned with characterizing ma- 
terial particles and bodies in space, radiation, their variations and 
evolutions, and the experimental techniques of acquiring this knowl- 
edge. Practical questions such as tracking and guidance, environ- 
mental hazards of space flight, and the possible utilization of energy 
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and matter in space all require substantially increased knowledge and 
techniques which must come from fundamental research. 

(3) The life sciences include the fundamental study of physiology 
and biophysics to ascertain the limitations and hazards of manned 
space flight, owing to radiation, acceleration, weightlessness, and to 
other problems. Biochemistry related to sustenance of life and be- 
havioral adaptation in the space environment are also important 
basic research areas. 

(4) The engineering sciences encompass important areas of funda- 
mental engineering research, such as energy production and conversion 
processes, solid state or molecular transition electronic devices, guid- 
ance principles and techniques, trajectory problems, hypervelocity 
fluid dynamics, and plasma production, as examples. The calculation 
of optimum design and probabilities of mission performance, through 
system analysis techniques, requires research to increase the capability 
of this engineering science to permit treatment of the complex space 
systems. 

(5) The NASA research associateship program, to be administered 
jointly by the National Academy of Sciences and the National 

esearch Council, will provide to investigators of unusual ability and 
promise an opportunity for basic research in the various areas of 
science having to do with space exploration, including upper atmos- 
phere physics, astrophysics, and plasma physics. 

The program costs for fiscal year 1960 are as follows: 


EID <6. 5 5. kas 3b Becened seb cbeaur dekeacan st lacolsum atratiee $1, 100, 000 
Ne nn a ee ee ee a ee 900, 000 
DOP So ae Sis ont hae eweadetbesecnwns cone tue conte 1, 250, 000 
I I sk cave 4s os alts coed coveone spon aoe ap ce os ioe kamen co aes eee 1, 600, 000 
Mian rmearen MEOCIN ORIN IE. LL Sra dccadiak cid ieee ce 350, 000 

II cass ag  adlp us occ nics 4st chaghalion or 4 ee dio oe A tenet comet ae 5, 200, 000 


B. SCIENTIFIC INVESTIGATIONS IN SPACE 


1. Sounding rockets, $10 million 


A sounding rocket is defined as a rocket that can carry a usable 
scientific payload out to a distance up to one earth’s radius from the 
surface of the earth. Such a vehicle affords a means of studying the 
earth’s atmosphere in vertical cross section out to a distance at which 
it merges with the medium of interplanetary space. Many investiga- 
tions of atmospheric structure, composition, ionization, motions, 
aurora, airglow, absorption of solar radiation, and interactions with 
cosmic rays and other particles can best be conducted by means of 
sounding rockets. The current NASA program continues the rocket 
sounding of the past 12 years, and is based on the experience obtained 
from the earlier work. 

The current NASA sounding rocket program has three phases: (a) 
investigations up to the E region of the ionosphere at roughly 100 
kilometers; (6) investigations in the region between 100 kilometers 
and the maximum of the F region of the ionosphere at between 300 
and 400 kilometers; and (c) investigations from 400 kilometers out to 
6,000 kilometers. From the rocket-sounding activity of the past 12 
years a fairly complete picture of the atmosphere up to about 100 
kilometers has begun to emerge. Phase (a) of the program is directed 
toward filling in the remaining gaps, and includes detailed measure- 
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ments of geographic and temporal variations of atmospheric charac- 
teristics and high-altitude phenomena, using smaller sounding rockets 
like the Arcon. Between 100 and 400 kilometers a considerable 
amount of data have been accumulated, but only enough to delineate 
the bare outlines of the whole picture. Phase (b) of the NASA pro- 
gram is directed at investigations of this portion of the atmosphere, 
using moderate altitude rockets like the Aerobee-Hi, Iris, and Spaero- 
bee. Above the 400-kilometer level, rocket sounding is only in its 
beginning stages. Phase (c) will pick up this part of the work, using 
high-performance rockets and rocket combinations that will be adapted 
especially for the task. 

Fiscal year 1959 funds allowed procurement of about 50 high- 
altitude sounding rockets. The 1960 funds will provide some 100 
rocket boosters and payloads. 

2. Scientific satellites, $22,800,000 

The basic NASA objectives in this program can be outlined as 
follows: 

(a) To determine the nature, extent, and dynamical behavior 
of the earth’s outer atmosphere, and its relation to the medium of 
interplanetary space. (6) To determine and understand the nature, 
extent, dynamical behavior, and causes of the earth’s ionosphere. 
(c) To understand the nature, extent, and temporal variations in the 
gravitational, magnetic, and electric fields in the vicinity of the earth. 
(d) To understand the origin, nature, motions, spatial distributions, 
and temporal variations of particles reaching the vicinity of the earth 
and having energies appreciably greater than thermal. (e) To 
investigate the electromagnetic radiations reaching the vicinity of 
the earth, from gamma rays to radio waves, and to use such observa- 
tions to extend knowledge of the sun, stars, and matter in space, and 
of the atmospheres of the earth and other planets. (f) To determine 
and understand the interrelations among the above-listed phenomena. 
(g) To determine and understand the environmental conditions en- 
countered in the atmosphere, in space, and in vehicles traversing these 
regions, and their effects on materials and equipment. (h) To de- 
termine the effects of conditions in the atmosphere and space and of 
flight through these regions on living organisms, and to understand 
the behavior of such organisms under these conditions. 

The funds requested support the above objectives by providing 
a series of exploratory measurements intended to give order of magni- 
tude estimates of the quantities under observation, and to probe for 
new discoveries. The exploratory measurements will be followed by a 
series of more advanced experiments designed to make accurate 
measurements within the ranges indicated by the earlier exploratory 
investigations. Carrying out a number of the investigations in the 
new Goddard Space Center at Beltsville, Md., will provide a stable 
nucleus for the program, while the participation of universities and 
other research agencies will greatly broaden the base and strength of 
the total program. 

‘ The current satellite space research program includes three phases: 
(a) lightweight exploratory payloads for survey-type observations; 
(b) lighweight sophisticated experiments for quantitative measure- 
ments; and (c) heavier orbiting space laboratories of increased scope 
and complexity. Satellites launched in 1959 are carrying explor.- 
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tory IGY experiments that justify repetition. Lightweight sophisti. 
cated packages will follow in 1960, to study energetic particles, 
atmospheric properties, ionospheric characteristics, and geodesy, 
Heavier payloads, such as stabilized telescopes and atomic clocks, will 
be developed and launched when ready. Exploratory biological 
experiments will be prepared. Meanwhile, with the help of previous 
results, additional sophisticated payloads in disciplines including 
atmospheric and ionospheric structure and composition, energetic 
particles and magnetic fields, solar radiations, and satellite environ- 
ment will be developed and prepared for launching. 

Funds are included for payload design, Aavataiatis ty and tests; 
for reduction and analysis of resultant scientific data; and for col- 
lateral theoretical investigations. Provision is made for the purchase 
of two additional Juno boosters as well as the payload systems for the 
Thor-Deltas and the Jupiters. 

A number of experiments for which funding is requested in fiscal 
year 1960 are scheduled to take place in calendar year 1961. Because 
of the leadtimes involved in procuring boosters, these experiments 
could not take place as scheduled unless the necessary funding is 
made available in fiscal year 1960. 


3. Lunar probes, $7,140,000 


Recent investigations in the space regions relatively close to the 
Earth’s surface, by means of vertical sounding rockets and Earth 
satellites, have already greatly extended man’s knowledge of physical 
and chemical phenomena constituting the Earth’s environment and 
have revealed important areas that warrant more detailed investiga- 
tion. Information of this type is a basic requirement for the under- 
standing of problems concerning meteorology, communications, cos- 
mology, and biophysics. Advancement of knowledge in these areas 
will require, in addition to an intensification of sounding rocket and 
Earth satellite investigations, an extension of environmental measure- 
ments to much greater distances from the Earth. 

As part of this outer environment, and as our nearest major body 
in the solar system, the moon offers important potentialities for ac- 
quiring better understanding of phenomena pertaining to the solar 
system and for clarification of some basic physical, chemical, and 
biological concepts that are fundamental to modern science. 

Space flight systems can provide a revolutionary capability for in- 
vestigation of such problems. A prominent phase of the NASA space 
flight program is, accordingly, directed to the development and utili- 
zation of space vehicles for the advancement of scientific knowledge 
concerning cislunar space (i. e., space between the earth and moon) 
and the moon itself. 

During fiscal year 1959, work is being initiated on the development 
of advanced probes with improved capabilities for conducting cislunar 
space investigations and for evaluating the problems involved in 
establishing vehicles in more precise lunar orbits as the first step in 
acquiring more detailed information on lunar characteristics. Ad- 
vancement of the technology of midcourse guidance and long-distance 
tata transmission is basic to the success of this mission and emphasis 
will be placed on the resolution of these problems. 

The project will be continued in fiscal year 1960, and as system 
development is completed, launchings of precision lunar orbiters will 
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be scheduled. In addition to the demonstration of vehicular capa- 
bilities, such probes should provide advanced information on cislunar 
and lunar magnetic fields, micrometeoritic distributions, and radia- 
tion and cosmic particle properties. It is hoped that improved infor- 
mation on lunar mass will be provided and high-resolution mapping of 
the moon’s surface achieved. 

Studies preliminary development projects are being undertaken in 
fiscal year 1959 and extended in fiscal year 1960 to acquire technology 
for a more advanced lunar vehicle with a capability for executing a 
controlled lunar landing. Such a vehicle would provide important 
potentialities for detailed scientific exploration of local physical, 
chemical, and biological characteristics of the moon. Investigations 
of terminal guidance systems, orientation devices, landing controls 
and motors, robot erecting and experiment mechanisms, and special 
scientific sensors will be required. It is not expected that such ve- 
hicles will be available for launching before 1961. 


4. Deep-space probes, $6,803,500 


Man’s effort to identify, understand, predict, use, and possibly 
control elements of his natural environment must take into account 
the numerous factors and influences associated with the cosmic do- 
main. Until recently, progress along these lines has been subject to 
the limitations imposed by remote observations and indirect measure- 
ments. Space flight vehicles now offer an important research capa- 
bility for circumventing many of these limitations and thereby per- 
mitting verification, clarification, and vast extension of existing 
information on space phenomena. 

In particular, instrumented vehicles of appropriate design may 
explore the variation of pertinent physical and chemical characteristics 
of space with distance from the sun and provide a wealth of funda- 
mental information on the spatial distribution, nature, magnitude, 
dynamics, temporal variations, and interactions of micrometeorites, 
energetic particles, electromagnetic radiations, magnetic fields, 
electrons, ions, hydrogen, and the sun’s atmosphere in the solar system, 
and on their relation to phenomena experienced on earth. Investiga- 
tions of the major bodies of the solar system themselves should provide 
further insight into the relative characteristics of various components 
of the system, the influence of particular environments on planetary 
physics, chemistry, and biology, and on the historic and contemporary 
processes of the solar system. 

During fiscal year 1959, a project is being undertaken to develop 
an initial vehicular system with potentialities for flight to the vicinity 
of the Venus orbit on essentially a minimum-energy trajectory. 
There is no intention of hitting the planet Venus with this shot, since 
the planet will not be in a favorable position at that time. Two 
vehicles, one based on the Thor-Able and the other on the Atlas-Able 
propulsion systems are being constructed. It is anticipated that 
guidance, tracking and data transmission will be crucial to this 
operation. Accordingly, while it is planned that some scientific 
instrumentation will be carried to provide preliminary information 
on radiation, particle, and field characteristics along the flight path 
of the vehicle, considerable emphasis will be placed on the demonstra- 
tion and evaluation of system requirements for future deep-space. 
experiments. Concurrently, study and development projects will be 
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undertaken to provide improved vehicular subsystems and operatin 
techniques with refined and extended capabilities for more advance 
experiments. 

During the fiscal year 1960 the Vega vehicle system will be under 
development. . Such a vehicle will make possible a wider range of 
scientific missions by offering a greater payload carrying capacity, 
and/or sufficient energy to penetrate to greater distances toward or 
away from the sun. Development and construction of the advanced 
guidance, the instrumentation, and the data handling and data trang. 
mission systems which will be used in the payloads for such missions 
will also be undertaken. It is not expected that the advanced probes 
will be available for launching before 1961. 


C. SATELLITE APPLICATIONS INVESTIGATIONS 


1. Meteorology, $10,800,000 


The Earth satellite represents a new tool which promises to be of 
very great value to the science and the practice of meteorology and 
will supply a tremendous amount of useful meteorological data not 
now obtainable. It will do this not only because of its ability to give 
worldwide coverage of some meteorological parameters, in contrast 
to the current 5 to 10 percent coverage, but also because of its unique 
vantage point above the atmosphere which will make new measure- 
ments possible. Improvements in basic scientific understanding, 
climatology, forecasting, and weather control techniques should result. 

The benefits to be derived from improved capacity in meteorology 
include convenience in planning personal activities, protection of life 
and property from weather disasters; safeguarding transportation; 
crop planning, control and protection; industrial planning of weather- 
dependent products, outdoor enterprises, and heating and cooling 
loads. Eventually, it may prove possible to control the weather to 
some degree. Needless to say, the meteorological data required for 
worldwide civilian needs may also serve special military needs. 

Items being purchased with the fiscal year 1959 funds which will 
initiate the program include (a) radiation detection equipment and 
associated ground equipment for a meteorological satellite (Tiros) 
to be launched before the end of 1959 and in the spring of 1960; 
(b) tracking telemetering, data processing and data analysis equip- 
ment and services for these satellites; and (c) development of equip- 
ment for a series of stabilized follow-on meteorological satellites. 

The fiscal year 1960 funds are designed to carry on this program at 
an accelerated rate. Some funds will be required for operational 
services related to the second Tiros launch. The majority of the 
funds will be required to complete item (c) preparatory to two launch- 
ings in 1961. 

2. Communications, $4,700,000 


Long-range communications in the form of telephone, telegraph, 
and television networks are now accomplished by means of landlines, 
cables, long and shortwave radio, and microwave relay stations, The 
total bandwidth of landlines, cables, and low-frequency radio 1s 
limited. Shortwave radio bands are crowded and are unreliable 
because of atmosphere interference and ionospheric irregularity. 
Ultrashortwave and microwave radio is usually limited to line-of-sight 
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range; long-distance communications at these frequencies is commonly 
achieved by means of repeater stations. 

Satellites offer the possibility of worldwide communications by 
ultrashortwave or microwave radio, because the line-of-sight range 
at satellite altitudes is very large. The bandwidth or channel capa- 
bilities at these wavelengths is sufficient for television and most other 
foreseeable communications needs. 

In fiscal year 1959, NASA efforts on communication satellites are 
being directed toward preliminary experiments with a spherical 
reflector satellite. A 100-foot-diameter sphere will be placed in orbit 
in 1959, and various experiments on tracking and on propagation of 
radio waves will be conducted. In addition, studies of more sophisti- 
cated satellites, world communications needs, and the accompanying 
ground equipment are being initiated. In 1960 and 1961, three 
additional large spheres will be launched as well as“one repeater type 
communications satellite. 

The major item of expense in the fiscal year 1959 is completion of 
the first 100-foot sphere experiment. The program will be expanded 
during the fiscal year 1960 to include the additional sphere experiments 
as well as development of an active repeater payload suited to com- 
mercial television and data relay needs. Support for development of 
stabilization systems and a 22-000-mile orbit capability is ineluded. 

The communications area is one in which private enterprise can play 
a significant role. In this connection, the following testimony is 
pertinent: 


Senator Stennis. The commercial companies are following 
the possible applications of communications satellites very 
closely, I imagine, aren’t they? 

Dr. GLENNAN. Yes, they are, sir. 

Senator Stennis. And have some of them their own ex- 
periments? Are they getting into that field themselves? 

Dr. GLENNAN. Yes, we have under negotiation at the 
present time a contract for cooperation with at least one of 
the large commercial companies in the communications field, 
and they are spending their own money, sir. 

Senator STENNIS. That’s the American Telephone & Tele- 
graph Co.? 

Dr. GLENNAN. Yes, sir. Invitations, by the way, are 
being given to other companies in the field to join with us on 
this, as well. 


D. SPACE OPERATIONS TECHNOLOGY 


1. Manned space flight, $70 million 


It is becoming increasingly evident that full exploitation of the 
potentialities of space flight for benefiting mankind will be dependent 
on the development of practical capabilities for operating manned 
space vehicles. While instrumentation may be devised to perform 
increasingly complex space missions, no machine can rival the flexi- 
bility and adaptability of the human mind. Consequently, it is 
believed that the add tion of human intelligence and human opera- 
tional capabilities will prove to be the most effective method for 
successful accomplishment of many advanced space flight missions. 
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In particular, man can contribute to the tasks of space exploration and 
utilization an observational, analytical, and decision-makin ability 
concerning both expected and unanticipated problems, and a vast 
flexibility of action for operation, correction, and maintenance of 
scientific and technological instrumentation and equipment that 
characterize his present usefulness in airplanes and the scientific 
laboratory. 

In order to provide this capability a progressive program of research 
and development has been undertaken. <A broad range of investiga- 
tions directed to the solution of basic technological problems con- 
cerning vehicular configurations and construction, human factors, life 
support equipment and accommodations, launching systems, stabili- 
zation and control, reentry and recovery systems and techniques, 
operational and scientific instrumentation, and other vehicular sub- 
systems has been initiated. 

On the basis of extensive studies it has been decided that the first 
manned orbiting flight vehicles should be based on the use of an 
ICBM-booster launching system and the ballistic type of drag reentry 
into the atmosphere. ‘The relative simplicity and reliability of this 
approach at the present state of the art offers the best potentiality 
for early success and will yield a vehicle with a wide range of use- 
fulness for investigating problems concerning both human and vehic- 
ular operation factors. This vehicle is also a logical stepping stone 
to larger systems of the same type with greater capacity for perform- 
ing scientific, civil and military services. In addition, it is adaptable 
to the investigation of both reaction-type space-path control and 
aerodynamic-lifting systems that will give later manned space vehicles 
a greatly increased scope of operations. 

During the fiscal year 1959, a wide range of studies and experimental 
investigations is being initiated to assess the problems that will be 
encountered in initial development and operation of manned space 
flight vehicles and to establish the design requirements for the first 
operational vehicle. A contract for the design and construction of the 
full-scale manned capsule and associated instrumentation and equip- 
ment has been let and the initial capsule for preliminary investigations 
should soon become available. 

Booster systems including solid-rocket clusters and liquid systems 
up to the ICBM size are beimg procured to provide for a progressive 
series of unmanned flights at increasing velocities up to orbital speed 
to refine both the vehicular systems and operational techniques to 
insure the safety of later manned operations. 

Some of these preliminary flights will also utilize lower primates to 
access a range of physiological and pscychological factors that will be 
attendant to manned operation. Concurrently an intensive program 
of pilot training involving centrifuge, pressure chamber, simulator 
ahd. balloon experiments is being undertaken. 

Further extensions of these programs are planned for fiscal year 
1960. During this period it is expected that the first orbital flights 
of the unmanned full-scale capsules will be achieved and effective 
techniques developed for the reentry and recovery phases of the opera- 
tion. If the systems and techniques prove suecessful, some prelimi- 
nary flights at suborbital speeds with the manned capsule may be 
undertaken. Additional vehicle capsules and boosters and associated 
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equipment will be procured for the continuing manned flight experi- 
ments in the following year. 

During fiscal year 1960 it is also planned to undertake the develop- 
ment and construction of more refined versions of the vehicle that 
will offer greater capabilities for performing scientific investigations 
in space and for providing space path control. A range of analytical 
Pratlies and model experiments will be undertaken to define the 
optimum approach to these problems and establish the basic design 
requirements. Initial development of appropriate vehicles should 
be undertaken. 

The major items to be procured for this project are the satellite 
capsules. A total of 12 capsules will be delivered during fiscal year 
1960; fiscal year 1959 funds are being used for the design, engineering, 
and early construction phases of these satellites. Boosters for short- 
range test and qualification flights are also being ‘purchased during 
fiscal year 1959 and funds will be committed for the ICBM-boosters 
required for the first orbital flights. The boosters for the manned 
orbital flights will be purchased in fiscal year 1960. 


2. Space rendezvous techniques, $3 million 


For the conduct of advanced space flight investigations it will be 
necessary to provide vehicles with a capability for attaining or chang- 
ing precision orbits or trajectories, and for executing controlled 
rendezvous in space. Such flight operations are fundamental, for 
example, to the operation of fixed-altitude and stationary satellites, 
to the construction of complex vehicles in space, and to the traasfer 
of personnel and materials in the operation of orbiting space labora- 
tories. The development of such operational capabilities is a basic 
objective of the NASA space vehicle development program. 

During fiscal year 1960, it is planned to undertake basic studies to 
establish effective methods for providing the various required types of 
vehicular space path control. Preliminary investigations will also be 
undertaken to devise practical components, including referencing, 
target acquisition, director, propulsion, and control systems asso- 
ciated with such operations. It is expected that the state of the art 
will also permit the initial design and development of vehicular sub- 
systems necessary for the more elementary maneuvers involved in, 
for example, the circularization of an elliptical satellite orbit. 


E. SPACE PROPULSION TECHNOLOGY 


1. Solid propellant rockets, $3 million 

Solid propellant rockets have several inherent advantages compared 
with liquid propellant rockets. They are storable, reliable, utilize 
simple operating principles, are generally transportable in a loaded 
condition, and offer advantages of simple firing techniques for rela- 
tively untrained launching crews. Their general characteristics and 
the ability to manufacture them readily in different sizes make them 
attractive for such uses as upper-stage boosters, retrorockets, and 
guidance-correction rockets for space systems. 

The utility of solid propellant rockets is limited by a present in- 
ability to control thrust during burning, to terminate thrust precisely 
with a fraction of the charge unburned, to reignite after initial burning 
and to obtain simple thrust directional control. ‘The proposed pro- 
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gram will aim at an improvement of each of these deficiencies. Ij 
addition, research and development efforts will be aimed at the reduc- 
tion of the weights of cases, nozzles, throat inserts, and other inert 
i thereby improving the overall efficiency of the solid propellant 
rocket. . 

Studies of the problems and requirements of retrorockets have been 
initiated in 1959 and will continue in 1960. Studies of improved 
propellant combinations will be initiated in 1960. Prototype rockets 
having improved construction techniques (lighter weights) will be 
developed in this time period. Advanced thrust modulating and 
thrust vectoring systems on small-scale rockets will be started in 1960, 
2. High-energy propellant rockets, $5 million 

Fuels of relatively low energy were used in early rockets, both 
liquid and solid. The present generation of large rockets uses liquid 
fuels of moderately high chemical energy such as liquid oxygen and 
kerosene. A newer class of fuels, of significantly higher energy, has 
been tested for several yearg in small, experimental rockets. The 
most promising of these new fuel components are hydrogen, fluorine, 
and hydrazine. Through the use of these newer fuels it will be 
possible to increase substantially the payload-carrying capacity of the 
present generation of large rockets. For example, a two-stage rocket 
that uses oxygen and kerosene as fuels can put 4,000 pounds in orbit 
around the Earth and can send 750 pounds to Mars. By using 
hydrogen in place of kerosene in the upper stage only, the payload 
capability can be increased to 8,000 pounds for the Earth satellite 
and 1,500 pounds for the Mars probe for the same launch weight. 

Sufficient experience with the new high-energy fuels has now been 
obtained to proceed with the development of large engines intended 
for use in rocket vehicles. Preliminary design of the vehicles will 
proceed concurrently with the engine development so that a useful 
product will result. 

Since the oxygen-hydrogen combination is currently considered the 
most promising high-energy fuel combination for practical use, the 
development effort using these fuels has been initiated. Strong 
support is required to maintain a reasonable development schedule 
on this urgently needed rocket powerplant. The development of a 
final stage using storable propellants (nitrogen-tetroxide and hydra- 
zine) will start in 1959. An experimental investigation of the fluorine- 
hydrogen combination is being continued. Finally, design studies 
and experiments leading to a hydrogen-oxygen engine of 50,000 to 
100,000 pounds thrust will be continued. 


3. One-million-pound thrust single-chamber engine, $30,200,000 


For missions aimed at boosting large manned vehicles into orbits 
around the Earth and for missions aimed at delivering large instru- 
mented payloads to the planets, rocket systems having thrust levels 
significantly greater than the capability of present ICBM boosters 
are required. Systems based on current ICBM’s with high-impulse 
propellant upper stages will be able to deliver approximately 8,000 
pounds into an Earth orbit and approximately 1,500 pounds in a 

lanetary probe. A million-pound rocket first stage with a current 
{CBM as the second stage and a high-energy propellant third stage 
would deliver approximately 15 tons into an Earth orbit and 5 tons on 
various interplanetary missions. Such payloads will be required for 





ti 


le 
re 
nD 
h 
b 
b 
n 
bh 
0 
r 
T 


“—“™m © 30 2 oer ©} 


= RO w 


ee eee ee, ee ee ee ee 





AUTHORIZING APPROPRIATIONS TO THE NASA 2T 


advanced manned vehicles orbiting around the Earth. A booster of 
the proposed magnitude is also required for instrumented payloads 
which will be landed on the near planets to explore and investigate 
the nature of these planets in detail. For missions aimed at manned 
flight to various interplanetary objectives, significantly higher thrust 
levels will be required. These will be attainable by clustering the 
million-pound thrust motors to produce a 5- to 6-million-pound total 
thrust. 

Fiscal year 1959 funds are being used to support component research 
and design analyses for high-thrust rockets. A contract has been let 
for the design, fabrication, and development of the million-pound- 
thrust rocket. Fabrication of components will be started and con- 
tinued into fiscal year 1960. The engine is scheduled for completion 
within 4 years. 


4. Nuclear rocket engines, $8 million 

There are two principal types of nuclear-power systems applicable 
to propulsion devices. The first is the heat transfer rocket in which a 
low molecular weight gas is heated to high temperature in the nuclear 
reactor. This high temperature gas is then expanded through a jet 
nozzle producing thrust. The second system is one in which the 
heat generated in the nuclear reactor is converted to electrical energy 
by some thermal conversion system. The electrical energy may then 
be used in a wide variety of ways to produce thrust. For instance, it 
may be used to accelerate ions to high velocity or it may be used to 
heat and accelerate a plasma out through a jet nozzle. The first type 
of nuclear system will be referred to as the nuclear heat transfer 
rocket; the second system will be referred to as the nuclear electric 
rocket. 

Nuclear heat transfer rocket.—Because of the low molecular weight 
of the gas discharged from the jet nozzle and the high temperature of 
the gas, the Sesser heat transfer rocket is capable of achieving 
specific impulses in the range of 700 to 1,000 seconds as compared with 
a maximum of about 400 seconds for the high impulse chemical rockets. 
These high impulses give the nuclear rocket the potential of being 
able to deliver high payloads into an orbit around the earth with a 
single-stage rocket. For example, it would be expected that a pay- 
load of 30,000 pounds could be boosted into an Earth orbit with a 
single-stage nuclear rocket having a takeoff gross weight of about 
250,000 pounds. Using chemical rockets to do this same job would 
require a three-stage vehicle weighing about a million pounds. 

hese high impulses of the nuclear heat transfer rocket systems also 
offer the potential of delivering large payloads to various interplane- 
tary objectives when this nuclear rocket is used as an upper-stage 
rocket. For instance, with a takeoff gross weight of 1 million pounds, 
a payload of 6,500 pounds could be delivered to a Mars orbit with a 
four-stage chemical rocket. Using the first two stages of this chemical 
system and adding a nuclear third stage (still giving a gross weight 
of 1 million pounds) makes it possible to deliver 28,000 pounds into a 
Mars orbit. In addition, these high impulses permit the use of low- 
power reactor systems to carry large payloads from an Earth orbit 
to various interplanetary objectives in nuclear space heat transfer 
rockets. 
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Nuclear electric rocket—The nuclear electric rocket will develop ex. 
‘tremely high impulse because of the high velocities to which the diss 
charge particles are accelerated. However, the thrust generated will 
be significantly less than the weight of the system required to generate 
the electricity so that electrical systems cannot be used to boost a 
payload from the Earth. It is well suited, however, to propelling g 
vehicle out in space where the thrust is sufficient to permit the vehicle 
to leave an established Earth orbit and travel to interplanetary objec- 
tives. For the advanced space missions in which human crews may 
travel to distant objectives for exploration or other purposes, the 
nuclear electric rocket is one of the promising propulsion systems. 

Because of the NASA mission to develop vehicles capable of carrying 
the equipment, supplies, and men that may be needed to explore space, 
it is necessary that the potential of the nuclear rocket systems be 
thoroughly evaluated and developed. Because the major obstacles 
in the way of the development of these rocket systems lie in the reactor, 
it is necessary that studies aimed at the earliest possible development 
of high temperature, lightweight reactors be made. Along with this 
reactor work, studies must proceed on the other components of the 
system so that these other components will not delay the final full-scale 
system tests. 

The program for the fiscal year 1960 is divided into three principal 
parts in terms of the application of the nuclear-power system: (1) con- 
tinued support of the Rover program aimed at the development of 
high-power reactors for Earth satellite booster application; (2) studies 
of nuclear systems for application to upper-stage or space heat transfer 
rockets; and (3) studies of nuclear-power generating systems for early 
application in electrical propulsion systems. In the Rover program, 
the NASA will continue to support development of the nonnuclear 
components. For the upper-stage heat transfer and electric rockets, 
system design studies will be made and component fabrication and 
performance evaluation will be started. 

6. Space engines, $3 million 

The possible engines for space propulsion vary from the lightweight 
but low efficiency types, such as existing chemical rockets that consume 
a large amount of propellant, to proposed types that are very eflicient 
and consume only a small amount of propellant but are also very 
heavy. For journeys that require very high energies, such as inter- 
planetary flights, the chemical rocket becomes prohibitively heavy. 
Journeys of this type will require the use of the more efficient space 
propulsion engines. These engines will, in general, consist of an 
energy source, conversion equipment and an accelerator. The energy 
source may be nuclear, solar, chemical or other. The space engines 
program will be directed at obtaining a high reliability in the con- 
version equipment and accelerator components and at reducing engine 
hardware weight so that either the payload may be increased or higher 
thrust engines may be used to reduce trip times. 

Basic research must be conducted on advanced space engines in 
order to explore the possibilities of all types, and development work 
must be started on systems now considered the most feasible in order 
to reduce their weight. The possibility of direct conversion of nuclear 
energy to produce a high-velocity jet also exists so that research 
work must be continued in this field. 
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Funds for fiscal year 1959 provided for both analytical and experi- 
mental studies to determine the capabilities and operating limits of 
the components of the systems and an evaluation of the overall sys- 
tem to determine the most feasible type for development. Corrosion 
and mass transfer, for example, will determine the temperature limits 
to which the engine can be operated. 

Funds for fiscal year 1960 will provide for additional studies and for 
prototype hardware of certain components that must be built to 
check out the features of the components and of the entire system. 
Evaluation and development of this type of hardware will eventually 
lead to operational engines for space flight. 


6. Auxiliary power units, $3 million 


Nearly all vehicles to be effegtive must have auxiliary electric power, 
in addition to the main propulsion power source, in-order to operate 
the equipment on board. The type of power unit required depends 
on the rate of power consumption needed and the time for which it 
must operate. Possible power units vary from lightweight but low 
efficiency types suitable for short-time operation to the heavier but 
more efficient types for long-time operation. In some vehicles the 
auxiliary power may be supplied by the main propulsion unit. All 
systems require One or more components to convert an energy source 
to electric power. The system that results in the lightest weight for 
a given mission will depend on the weight and efficiency of each of the 
components so that each must be studied and developed. 

Auxiliary power units can, in general, be divided into two categories: 
(1) The chemical-cell type which contains a given total energy and is 
thereby limited in time of operation depending on the rate at which 
energy is used, and (2) the solar-cell type which is limited in power 
output depending on the size and distance from the Sun but which 
has an almost indefinite life or time of operation. The nuclear- 
powered turbogenerator, like the solar cell, has a very long life limited 
only by the reactor fuel supply but is capable of being developed to 
very high power outputs—in the order of megawatts. At the higher 
powers these units are useful as the power source for the electric space 
engines. 

)xisting units are either very limited in operating times when using 
the chemical cell, or to very low power output when using the solar 
cells. Initial work will consist of refining these units in order to 
reduce their weight and increase their power and reliability. These 
units, however, can never be developed for missions which require 
travel to long distances from either the Earth or the Sun. Studies 
and research will first be made on components leading to advanced 
nuclear systems. These studies will then be used to determine which 
units to develop for future interplanetary and interstellar journeys 
that will be made. 

Funds for fiscal year 1959 are being used for studies of various 
systems to determine their limitations and operating characteristics. 
These studies consist of analytical investigations and the constructions 
and tests of component parts that are difficult to analyze. Funds 
for fiscal year 1960 are requested for the more detailed study of the 
systems that appear most promising and for the construction of 
prototype components of the systems to determine their operating 
characteristics and efficiencies. 
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F. SPACE SYSTEMS TECHNOLOGY 


1. Advanced vehicle systems, $1,500,000 


The NASA has initiated a program for the development of. g 
1-million-pound-thrust rocket motor. In addition, other programs 
are underway for the development of rocket motors suitable for use 
with high-energy propellants as well as research directed toward pro- 
viding nuclear reactors for rocket propulsion. Rocket motors repre- 
sent only one part of the complete booster system. Other factors to 
be considered included the tanks, structure, type of staging, methods 
for altitude control, prelaunch fuel handling, and operation of the 
vehicle. Some or all of these areas of interest must be examined at 
an early date so that the complete booster system reaches develop- 
mental stages on a time scale that will allow earliest possible use of 
the rocket motors. 

In fiscal year 1959 predevelopment study contracts have been 
initiated to study the problems arising in the use of large rocket sys- 
tems and/or high-energy propellant systems. They will be continued 
and extended in the fiseal year 1960. Model testing will be started 
in 1960. 


2. Booster recovery systems, $1,500,000 


As part of its mission to explore space, the NASA is developing 
large rocket engines which will be capable of delivering large payloads 
into an Earth orbit or which will be used to boost upper-stage vehicles 
for long-range interplanetary missions. For instance, a cluster of the 
million-pound thrust rocket engines can be used to deliver a payload 
of approximately 150,000 pounds into an Earth orbit. These clusters 
will also be required for she proposed manned lunar missions and for 
the establishment of permanently manned and therefore permanently 
supplied space stations from which advanced space missions and 
operations may be carried on. 

It is presently estimated that the hardware cost of each of the 
clusters of million-pound thrust rocket systems will be at least $45 
million. Because of the extensive use that is proposed for the million- 
pound rocket and because of the large numbers of these rockets that 
will be required, it is apparent that means must be found to recover 
the first-stage booster so that it may be reused. The savings in cost 
of hardware that would be achieved would pay many times over for 
the cost of developing a booster system that would be recoverable. 

The fiscal year 1959 funds for this program are being directed only 
at analysis of various systems of recovery that appear feasible. In 
the fiscal year 1960, design and engineering will be conducted and 
proneising concepts will be evaluated using models in wind tunnel and 

ree flight experiments. 


8. Orbiting space laboratories, $2 million 

Current and planned programs for satellite experiments will provide 
a new wealth of scientific information of the phySical environment of 
the Earth. It has become clear, however, that there is a wide range 
of advanced scientific and technological investigations in space that 
can be more effectively performed with an orbiting space laboratory. 
Such laboratories will! provide a stabilized platform in space with 
sufficient room, weight-carrying capacity, supporting instrumentation 


and equipment, and, as necessary, accommodations for scientists and 
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technicians to perform more specialized: and advanced operations than 
js possible with current types of space vehicles. 

In particular, orbiting space laboratories. will provide a capability 
for conducting advanced and extensive astronomical and cosmological 
investigations where the onboard operating and analytical faculties 
of man are advantageous. There are, similarly, other broad areas of 
scientific endeavor involving, for example, the influence of gravitation 
on biological processes and of high-energy particles on both organic 
and inorganic substances that warrant investigation and cannot be 
adequately simulated in earth laboratories. The space laboratory 
will also allow the assessment of man’s capabilities, requirements, and 
limitations for performing more complex and extensive space missions. 

Space laboratories will be required for the investigation and proof- 
testing of a host of vehicular components and operating techniques 
required for other advanced space vehicles. Of ndte are problems 
concerning the employment of optical and other critical components in 
a micrometeoritic environment, the influence of radiations on the 
structural behavior of special materials, the mechanism of vapor- 
liquid interfaces under zero gravity as related to powerplant boilers 
and condensers, the feasibility of mechanical construction in space 
and the general performance evaluation of inertial platforms, referenc- 
ing and navigation systems, scientific and operational sensors, space 
rendezvous systems, personnel equipment, and the like. 

There are in addition a wide range of potentialities for the develop- 
ment and provision of important civilian services involving meteor- 
ology, communications, broadcasting, mapping, and special observa- 
tion where the orbiting space laboratory will make vital contributions. 

During fiscal year 1960, a program will be initiated to advance the 
technology of the design, construction, and operation of orbiting space 
laboratories. Such a laboratory represents an important application 
of the manned satellite technology being developed in another pro- 
gram. In order to provide an early capability for advanced geophysi- 
cal and biological experiments where earth stabilization and vehicle 
recovery is required, however, it is planned to initiate the development 
of internal modifications for a capsule of the type being developed 
in the manned satellite program for use as an unmanned orbiting space 
laboratory. The modifications will permit substitution of the experi- 
mental apparatus and associated instrumentation for the volume and 
weight normally required for manned operation. Initial development 
and construction of special subsystems and experimental apparatus for 
such a vehicle will also be initiated. 

Concurrently, investigations will be undertaken to establish the 
design requirements for a more advanced orbiting space laboratory 
that will be large enough to accommodate two men together wit 
appropriate scientific laboratory equipment and thereby permit 
conduct of a wider range of scientific studies in space. 


G. SUPPORTING ACTIVITIES 


1. Tracking and data acquisition, $11,500,000 


The supporting effort on tracking and data acquisition is being 
planned to provide common operating facilities in these areas for as 
much of the varied workload as is practicable. In all cases, whether 
NASA considers a scientific program using satellites or sounding 
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rockets, a space probe rocket, or a manned satellite experiment, there 
is a need for tracking units capable of delivering orbital data or position 
time histories, and telemetering receivers for data transfer. These 
devices must be properly coordinated by communications links and 
the data returned to a suitable computing center for rapid data reduc- 
tion. Without such equipment there would be no point to most of 
the projected experiments, as there would be no data available for 
analysis. Each type of test generally brings with it special require- 
ments on instrument performance, making it necessary to include in 
the design of the station equipment the greatest. possible flexibility. 

This program is intimately related to the construction and equip- 
ment portion of the budget as it is with that equipment with which 
most of the operations are concerned. In the immediate future the 
data acquisition and tracking effort will be devoted to the continued 
operation of the existing IGY optical and radio interferometer net- 
works. It is proposed to establish additional stations with supple- 
mental fiscal year 1959 funds and with the regular fiscal year 1960 
funds as discussed under the ‘‘Construction and equipment”’ section of 
the estimates. Operational contracts are planned under the “Research 
and development” appropriation title for a number of both the existing 
and the new stations. Support will be given to groups which have 
already participated in the IGY program so as to retain experienced 
personnel in station operations. 


H. VEHICLE DEVELOPMENT 
1. Scout, $2 million 

A review of the various scientific experiments to be performed over 
the next several years has indicated the need for highly versatile, 
reliable, and inexpensive vehicles which can be launched with mini- 
mum facilities and which can be used to conduct a wide range of 
scientific experiments. These experiments include placing a variety 
of scientific payloads into 300- to 500-mile orbits, high-altitude probes, 
high-velocity reentry tests, advanced heating and ablation studies, 
and many similar type experiments. A study of the existing available 
vehicles indicates they are all complex and costly, and not fully op- 
timized for the kind of mission and use described above. 

The Scout vehicle is a natural extension and evolution of the multi- 
staged solid propellent rocket systems that the Langley Research 
Center has been developing over the last 10 years for high-velocity 
aerodynamic and reentry research studies. The solid propellent 
rocket systems have demonstrated a very high degree of reliability in 
operation. The system also combines simplified logistics and handling 
inherent in solids so that a reliable and inexpensive vehicle can be 
achieved. 

The Scout vehicle consists of four solid rocket stages whose per- 
formance is representative of current advanced state-of-the-art solid 
propellants. It will have capabilities for launching payloads of 150 
to 200 pounds in circular orbits at 300 miles and for placing 100-pound 
payloads at about 5,000-mile altitudes. 

The use of solid propellent motors, the simplicity of components, 
and the simplicity of launching and handling techniques will allow 
launching of the vehicle from a variety of sites including the NASA’s 
Wallops Island Station in Virginia. Handling and launching costs 
should be greatly reduced. 








AUTHORIZING. APPROPRIATIONS TO THE NASA 27 


There are four major areas of development in the Scout: the pro- 
pulsion system, the guidance system, the airframe, and the launcher. 
Contracts for the development of all four areas have been initiated in 
fiscal year 1959. Fiscal year 1959 funds will be used for the major 
phases of development of these components including the procure- 
ment of eight sets of propulsion systems, four guidance systems and 
airframes, and one launcher, Four guidance systems and four air- 
frames will be procured with fiscal year 1960 funds. 

It is anticipated that the first vehicle evaluation flight test will be 
conducted in early 1960. Basie vehicle evaluation should be com- 
pleted by the summer of 1960 with the firing of three vehicles. The 
five remaining vehicles will be used with specific payloads to carry out 
useful research programs and to obtain data on vehicle performance, 
9. Delta, $13,300,000 -" 


Spcce projects to date have utilized vehicles that have been adapted 
from military ballistic missile boosters. While providing valuable 
interim service, most of these vehicles suffer from technical limitations 
that iorat their desirability for long-term application as space 
vehicles. 

The Delta space-flight vehicle will replace the small-payload 
vehicles currently in use. It will be similar to the Thor-Able, but will 
have a coast-phase attitude control system, permitting higher injection 
altitudes. Delta will be a three-stage vehicle in which the first stage 
will consist of a production Thor missile with the nose cone and 
guidance unit removed. The second stage will consist essentially of 
the Vanguard second stage with an improved radio-inertial guidance 
system of higher accuracy. The third stage will be a solid-propellent 
rocket motor developed for Vanguard. 

The Delta vehicle will be applied to a number of satellites and space- 
prone projects. It will have a payload capacity of 300 to 500 pounds 
or satellite applications and up to 75 pounds for probe shots to the 
vicinity of the moon. Delta will be useful for both inclined and polar 
orbits and will be launched from either the Atlantic or the Pacific 
Missile Ranges as desired. 

The Delta program is divided into five parts: (1) fabrication and test 
of the modified Able second stage; (2) procurement and test of the 
guidance systems; (3) modification of the Thor boosters; (4) integra- 
tion of the complete Delta; and (5) preparation and launch. Funding 
for this program, including the procurement of 12 vehicles, is being 
initiated in fiscal year 1959 and continued in fiscal year 1960. 


8. Vega, $42,800,000 


The Vega is intended to be used as either a two- or three-stage ve- 
hicle. Some missions, such as Project Mercury, require only two 
stages while higher performance is required for lunar and space probes. 
The first stage will be a modified R. & D. Atlas. (The modification 
will consist principally of changing the forward tank.) The second 
stage will carry liquid oxygen and kerosene as propellants and will 
use existing Atlas tooling. The second stage will be powered by the 
Vanguard first-stage engine, which will be modified to take advantage 
of altitude operation. The third stage, when used, will utilize storable 
ne this stage is currently under development by the Jet 

ropulsion Laboratory. 
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The first launching of the Vega general-purpose vehicle is scheduled 
for the fall of 1960. Its planned payload capability of 5,000 pounds in 
a 300-mile Earth orbit will permit the use of highly sophisticated com- 
munication and meteorological satellites. Vega may also be used as aq 
second vehicle in the Project Mercury series to establish a manned 
orbiting space laboratory capable of supporting two men for several 
weeks. ‘The Vega vehicle will provide a capacity adequate to permit 
800 pounds to be carried to the near vicinity of the Moon. This 
payload should permit carr eee instruments and transmitting 
equipment to investigate the Moon’s magnetic field and to determine 
whether the Moon is surrounded by radiation belts similar to the Van 
Allen radiation belts surrounding the Earth. The lunar surface 
radioactivity and the vestigial atmosphere could also be examined. 
It should also be possible to employ the Vega to take high-resolution 
photographs of the hidden far side of the Moon and by an electronic 
scanning technique, to transmit the resulting photographs to receiving 
stations on the Earth. Vega is the first vehicle suitable for attempting 
a close approach to Venus or Mars. 

The Vega program is divided into five parts: (1) Development and 
testing of the modified Vanguard engine; (2) modification of the Atlas 
booster; (3) design and fabrication of the second stage; (4) integration 
of the Vega vehicle; and (5) testing and launching. Funding for this 
program, including the procurement of eight vehicles, is being initiated 
in fiscal year 1959 and continued in fiscal year 1960. 

4. Centaur, $41 million 

The technical direction of Project Centaur, initiated by ARPA in 
the fall of 1958, will be teatiateered to NASA on July 1, 1959. Centaur 
is a two-stage vehicle whose first stage is an R. & D. Atlas missile 
of the type used in the Vega program. The modified Atlas vehicle 
consists of an operational Atlas with the cone frustrum portion of 
the liquid oxygen tank replaced by a cylinder. Changing the for- 
ward end of this tank permits the upper stage to be the same diameter 
as the Atlas vehicle. Between the lower and upper stages is a struc- 
tural adapter that is attached permanently to the lower stage. The 
upper stage is mounted on top of the adapter which is jettisoned with 
the modified Atlas booster. This high-energy stage is powered by 
two rocket engines. Sets of hydrogen peroxide rockets are utilized 
for upper-stage altitude control during the coast period. The use 
of high-performance propellents permits a gain in payload weight of 
approximately 50 percent over Vega for similar missions. Advanced 
missions, such as planetary probes, would require the use of a third 
stage. 

The most important application for the Centaur vehicle will be to 
place a communication relay into an equatorial orbit having a period 
of 24 hours, to permit the satellite to hover over one spot on the 
Earth’s surface. The first six vehicles will be devoted to achieving 
this end. The early flights will be heavily instrumented and refine- 
ments dictated by the results of analysis of early test flight data will 
be incorporated into the later vehicle configurations. The final equa- 
torial 24-hour circular orbit will require the second-stage engine to. 
be fired a total of three times. The launch direction for the booster 
phase will be selected so that the early portion of a low-altitude park- 
ing orbit will cross the Equator. At this point the second firing of 
the upper-stage engines will increase the vehicle’s velocity to place it 
into a transfer ellipse, the second stage being reoriented so that the 
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third firing will provide the velocity for a circular orbit and a change 
in plane from the transfer ellipse to the equatorial plane. Centaur 

will be capable of a lunar soft landing and subsequent investigation 
of the lunar surface, atmosphere, and internal structure. 

The first flight of Centaur is scheduled for 1961. Development of 
the vehicle and engine is in progress. The program is in five parts: 
(1) design, development, and fabrication of the engine; (2) modification 
of the Atlas booster; (3) design and fabrication of the second stage; 
(4) integration and testing of the complete Centaur; and (5) prepara- 
tion and launching. Funding for this program, including the procure- 


ment of six vehicles, is being initiated in fiscal year 1959 and continued 
in fiscal year 1960. 


CONSTRUCTION AND EQUIPMENT 


The “Construction and equipment” appropriation title covers the 
construction and equipment at laboratories and other installations of 
the National Aeronautics and Space Administration and for the 
acquisition or condemnation of real property. 

A total of $57,800,000 is projected for fiscal year 1960. Of this, 
$34,800,000 will be utilized for additions and improvements to existing 
NASA research centers and stations, $3 million will be used for specific 
facilities required by NASA at the Patific Missile Range, and $20 
million will be devoted to new facilities and to the improvement of 


global tracking and communications facilities. This can be sum- 
marized as follows: 


Installation Estimated cost 
Langley Research Center (Hampton, Va.)__........-..-...------ $4, 580, 000, 
Alterations to the thermal structures tunnel______-- $745, 000 
Analytical computing equipment_-_-__-._..._------ 2, 645, 000 
Conversion of gust tunnel to noise research labora- 
WUE i. bk kcnew nde dandtod whee te tee ewe £5425 315, 000 
Conversion of test cell to noise test SUOE os onan 290, 000 
Heater and vacuum system for gas dynamics labora- 
WEG ia cckweu Dest eieliia aad Coe edema 585, 000 
Ames Research Center (Moffett Fie 1d, Calif. Dpocorcot corer ae a 6, 555, 000, 
Data reduction center sibs rani co cs ak oh ha sata Reams cheats i $2, 505, 000 
Mass transfer cooling and aerodyns mics facility... 4,050, 000 
Lewis Research Center (Cleveland, Ohio)__.______-_____- 6, 860, 000, 
Ion and plasma jet facilities.................---- $6, 000, 000 
Zero-power reactor_........-.- es is eta baat alias 605, 000 
NI OUI a ids a ccm sbetckcn wi a teed wean a 250, 000 
RANTS WII a isn Ohi Ser dace Se Col 5, 000 
High-speed Flight Station ( Edwards, C alif.) ihe yh chanel ote 2, 805, 000, 
Building additions 5 al rence i bicig. Rk ee tae ate aoa $955, 000 
Analog computing e quipme Whi ccd ndgdt eccaek 350, 000 
Terminal guidance facility Pe ee a sk 1, 500, 000 
Goddard Space Center (Beltsville, Md.)____._____--_---_-- 14, 000, 000, 
Central flight control and range operations building. $3, 300, 000 
Space sciences laboratory... .................-.-- 6, 000, 000 
Instrument construction and installation labora- 
WOR so win ise Pane di eee eee eae 3, 700, 000 
U tility besleMiaiGee. ee Sk 1, 000, 000 
Pacific Missile Range (Point Arauello, Calif.)_....__.___-_-____--- 3, 000, 000. 
Launching facilities including flight vehicle assembly 
and checkout facility with equipment for special 
CUTTS wow wid COE a $3, 000, 000 
Wao SONIA i. ss oe eivalion wenten eee es ot es eet 20, 000, 000 
Equipment and instrumentation for global ranges. $10, 000, 000 
Facilities for Rover program____.........-.---- 2, 000; 000 
Propulsion development facilities_...........--- 8, 000, 000 





FOU WONG. 0 viaisisceisintisdinsnetictemaiiiivimenaniidatdtiibanitbinaiiaianaits 57, 800, 000, 
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The $34,800,000 devoted to additions and improvements of existing 
NASA research centers and stations is equivalent to less than 9 percent 
ef the total value of such plant, which is currently estimated at 
$390 million. Considering the rapid pace of technology, this does 
seem to warrant Dr. Glennan’s description that ‘This is really an 
austerity program.” 


The salient features of the various NASA research centers and 


stations are contained in the following tabulation: 
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A. LANGLEY RESEARCH CENTER, HAMPTON, VA. 


The National Aeronautics and Space Administration is requesting 
the sum of $4,580,000 for fiscal year 1960 for this installation. 

The first item concerns alterations to the thermal structures tunnel. 
Alterations and modifications to this facility, which has been operating 
for approximately 2 years, have been found to be necessary. This 
wind tunnel is comstructed to provide tests under realistic conditions 
of airspeed and temperatures up to speeds of approximately 2,000 
miles an hour. The structures of missiles and airplanes are seriously 
affected by thermal stresses and the high temperatures set up under 
flight conditions. This wind tunnel permits NASA to make realistic 
tests of large size specimens of actual construction. The proposed 
alterations will reduce the loads applied to the model during starting 
and stopping conditions in order to permit NASA to test models which 
are more nearly representative of the actual construction that will be 
necessary on the wings and fins of such vehicles. 

The next item under this paragraph of the bill concerns the need 
for analytical computing equipment. A central computing system for 
use with simulation equipment is necessary. This aon be located 
at various locations throughout the Laake Laboratory. Much of 
this simulation equipment involves putting a pilot, for instance, in 
cockpits which duplicate on the ground many of his motions in the air, 
and also for simulating actual components for automatic control and 
stabilization equipment. This requires that these pieces of simulation 
equipment be located in various laboratory buildings. The intention 
is to tie these locations by telephone lines into a central computing 
system, so that greater flexibility could be obtained in conducting 
this simulation work. 

The next item in this paragraph is for conversion of the gust tunnel 
into a noise research laboratory. This is an example of NASA’s 
making use of an obsolete facility for an entirely new purpose. The 
research being conducted in the gust tunnel at Langley, which was used 
to study the effects of gusts on airplanes, has been substantially 
completed. It is singularly well adapted to being modified into a 
facility for conducting fundamental research on noise, which is a very 
pr ech problem to both military airplanes and civilian transport air- 
planes. 

The next item is the conversion of a test cell to a noise test facility. 
This is another example of converting an obsolete facility to a new 
purpose. This is a very heavy concrete test cell, originally intended 
for the testing of engines, and its heavy construction makes it appro- 
priate for conversion to a facility for the testing of noise. Very loud 
noises have drastic effects on the structure of vehicles and in this cell 
it is expected to be able to reach noise levels on the order of 170 decibels 
which corresponds to those close to a rocket exhaust. This noise 
facility is not for the fundamental research on noise, but for the study 
of the effects on the structures of these very loud noises, and for struc- 
tural research to find out what can be done to counteract these effects. 

The final item of this paragraph is for the heater and vacuum system 
for the gas dynamics laboratory. This, again, is an example of 
modernizing a facility which has been in operation for several years. 
In this gas dynamics laboratory are now some 20-inch wind tunnels, 
capable of reaching speeds corresponding to about 8 or 8% times the 
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speed of sound. There is a serious need for a facility for doing flutter 
work at very high mach numbers. This cannot now be done in ‘this 
laboratory, or in any other NASA installation, because of the very 
severe loading conditions applied to the models in starting these very 
high speed wind tunnels. The modification requested would permit 
NASA to do flutter work in jets by reducing the pressure in the jet to 
a very low value while the jet is starting and while the severe shock 
which causes heavy loading in the model passes over it. With the jet 
running, pressure could be increased to duplicate the loads on the 
model under environmental conditions. 


B. AMES RESEARCH CENTER, MOFFETT FIELD, CALIF. 


The increased hourly cost of operating large highpeed tunnels, the 
trend toward research in which dynamic and transient effects are 
measured, and the increased complexity of theoretical problems all 
point to the need for a digital computer with a high speed of operation 
and a large storage and memory capacity. A further need exists for 
a small special-purpose digital computer with limited memory but an 
even higher speed of operation for direct connection through analog-to- 
digital converters to analog sigrals from flight simulation equipment. 
The present proposal is designed to meet these needs. 

The existing digital computers at the Ames Research Center consist 
of two electrodata 204 computers which have been purchased and one 
IBM 650 which is being retained on a rental basis. The basic storage 
capacity of the 204 is 4,000 words and of the 650 is 2,000 words. The 
access time of these computers is of the order of 2 milliseconds. 
Experience with this equipment has demonstrated its great value to 
the operations of the Ames Research Center, both from the standpoint 
of saving time and money in tunnel operation and data reduction and 
also in its ability to treat theoretical problems that would be impos- 
sible by hand-computing methods. The mere existence of these 
electronic computers and experience with their capabilities have en- 
gendered proposals for the solution of problems, both theoretieal and 
experimental, that overtax the capabilities of the existing equipment 
either from the standpoint of capacity, accuracy, or computing speed. 

Significant advances have been made in the development of com- 
puters in the last 3 years and it is now possible to procure digital 
computers having hundreds of times the capacity and 500 to 1,000 
times the operating speed of the present equipment. ‘To solve the 
significant problems seen in the fields of aerodynamic theory, space 
technology, and data reduction, such equipment is urgently needed. 

It is proposed that a large general-purpose digital computer be 
acquired on a rental basis. While it would be possible to purchase 
a computer having the performance specified, it is estimated that 
the cost would exceed $3 million. The performance and cost of com- 
puters is changing so rapidly at the present time that purchase of 
such a machine is not considered prudent at this time. Within the 
next calendar year it is known that several new computers will be 
announced in which the ratio of cost to speed and capacity will be 
substantially lower than any computer now on the market. It is 
expected that this trend will continue as advances in electronic com- 
ponents and in computer circuitry design permit greater performance 
for lower manufacturing cost. The maintenance of a large electronic 











34 AUTHORIZING APPROPRIATIONS TO THE NASA 


computer requires a staff of electronic engineers and technicians with 
highly. specialized training. To date it has been found impossible to 
recruit, train, and retain adequate personnel for this duty. Under a 
rental contract NASA is in a position to leave machine maintenance 
in the hands of the contractor. Experience has indicated this to be 
a highly desirable arrangement. 

Contrasted to the large computer, there is a need for a small, spe- 
cially designed digital computer. This special-purpose computer is 
not available on a rental basis. Due to its small memory capacity 
and its special logic, its maintenance will not present any unusually 
difficult problems. Analog computers and analog-to-digital converters 
will be needed for input to this computer for on-line operation. 

The project includes a building to provide air-conditioned space 
with humidity control for the computer and its associated equipment 
and office space for the operating staff. 

The next item is for a mass transfer cooling and aerodynamics 
facility at the Ames Research Center. This facility would provide 
very high speed and very high temperature flows in the laboratory to 
permit the study of aerodynamic and heat-transfer problems on the 
poet under conditions which heretofore have not been possible. 

his facility would provide three jets with air heated by electric 
arcs and will permit tests under heating and speed conditions cor- 
responding to flight conditions at approximately 12,000 miles an hour. 
It will also permit making aerodynamic investigations at higher speeds 
and to conduct heat transfer investigations under the very high heat 
transfer conditions that are encountered by ballistic missile warheads 
reentering the atmosphere. 


Cc. LEWIS RESEARCH CENTER, CLEVELAND, OHIO 


Analyses of space missions have shown that ion and plasma rockets 
offer, attractive advantages over chemical rockets and nuclear heat 
transfer rockets for many applications. For example, many types of 
space vehicles will require large amounts of nuclear-electric or solar- 
electric power for communication, television relay, data transmission, 
and internal environment control. Remarkable weight savings are 
possible if this electric power can be utilized for the propulsion and 
control of the vehicle instead of carrying along a separate propulsion 
system. Applications of electric propulsion of interest within the 
next few years include the control and stabilization of satellites with 
astronomical telescopes and television relay systems, and the propul- 
sion of unmanned interplanetary probes. Applications for the more 
distant future include manned interplanetary expeditions and large- 
ann freight transfer between the Earth and Moon or the Earth and 
planets. 

Facilities now in use, or under construction, at the Lewis Research 
Center will pe:mit the investigation of small-scale models of ion and 
plasma rockets. The larger facility proposed herein will provide 10 
times the power and vacuum capacity of test facilities now under 
construction. It will make possible full-scale research on electrical 
propulsion systems for some applications that seem most promising 
on the basis of small-scale results. It will have the potentiality for 
expansion to a capacity suitable for full-scale research on any presently 
foreseeable electric propulsion system. The durability and reliability 
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of electric propulsion systems can only be established by tests of 
several years duration, since most flight applications will require con- 
tinuous operation for such periods to accomplish a mission. The need 
for the proposed facility is therefore an immediate one if the Nation’s 
research on space propulsion systems is to proceed at the maximum 
possible speed. 

The next item in this paragraph is for a zero power reactor. A 
major hazard in the component research facility for nuclear propulsion 
is the possibility of sudden introduction of excess reactivity by various 
modes of failure of large experimental setups in the test. holes of the 
reactor. These failures could conceivably lead to changes in the 
composition or to changes in the geometrical arrangement of materials 
within the test holes. Because of the close coupling between experi- 
ment and reactor, such changes could lead to such.a-large increase in 
reactivity that a reactor runaway would result. In order to determine 
whether the effects of various possible accidents to experiments can be 
handled by the control system, it is important to know the excess reac- 
tivities involved. This can only be determined, with the accuracy 
desired, by reactivity measurements made at zero power. The U.S. 
Advisory Committee on Reactor Safeguards which reports to the 
Atomic Energy Commission, recently made a strong recommendation 
to the NASA that such measurements be made in a separate zero 
power reactor. 

The zero power facility will also be an important and useful tool 
for estimating the relative uranium burnup ina, partially spent fuel 
element from the main reactor. This is umportant for the case of 
fuel loadings for the main reactor which involve combinations of par- 
tially used and fresh fuel elements. Combinations of new and par- 
tially spent fuel elements can be used to improve flux distribution and 
conserve uranium reprocessing. Development work for improvement 
of nuclear instrumentation and control equipment for the main reactor 
can also be undertaken with the zero power reactor. 

The next item is for an inpile loop. The first major inpile loop to 
be inserted into the component research facility for nuclear propulsion 
will contain a fuel element for a high-temperature gas-cooled reactor. 
The loop will include the fuel element, compressors to circulate the 
gas coolant, heat exchangers to remove heat generated within the fuel 
element, and various instrumentation and safety devices. The objec- 
tive of the loop tests will be to develop fuel elements for high-temper- 
ature reactors. The coolant in the first loop will be helium. 

The major function of the component research facility for nuclear 
ees is to do inpile fuel-element research. The possibility of 
ailure of research fuel elements while operating in the facility will 
exist because of the severe operating conditions required of rocket 
reactors. In order to prevent damage to the facility the experiment 
must be made with a fully developed, highly reliable piece of equip- 
ment. Experience of other groups indicates that the design, develop- 
ment, construction, and debugging of large loop experiments is a time- 
consuming process. Construction and development of the first inpile 
loop experiment must be started as soon as possible. 

It is also necessary to acquire an additional 25 acres of land adjacent 
to the Lewis Research Center. This area would be very valuable for 
future research installations as more and more of the work at the 
center involves the use of explosive materials. The deep, narrow 
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valley on this land would provide a natural safety barrier that would 
be extremely costly to duplicate if it had to be excavated. This valley 
can be used in research activities at this location. Furthermore, being 
adjacent to existing facilities, the extension of utilities to the area 
would be relatively simple. ‘The 25 acres can be procured for $5,000. 


D. HIGH-SPEED LIGHT STATION, EDWARDS, CALIF. 


The first item in this paragraph is for building additions. With 
research aircraft operating at ever-increasing speeds and altitudes 
there has been and will continue to be a corresponding increase in 
the complexity of the aircraft, in their supporting equipment, and in 
the procedures involved in obtaining data from flight experimentation. 
Consequently, all portions of the station’s mission which involve 
equipment and service space have been growing rapidly and require 
increases totaling 16,420 square feet of laboratory space and 10,200 
square feet of shop area. The two largest groups requiring laboratory 
space are the data reduction and instrument development groups, 
which will occupy more than half of the proposed second floor addition 
Other groups expanding into this area will include research-engineering 
and pilot’s groups and some supporting research services such as the 
library. Vacated space will be used to relieve crowded conditions in 
other research and supporting activities. The proposed shop area 
will be used to house the Fehocated machine shop, now occupying 
space in the hangar which is needed for expansion of the electro- 
mechanical controls laboratory; and the instrument shops, including 
repair, construction, telemetering, and radar. The space now occu- 
pied by the instrument shops will continue to be used for that type 
of work, with some rearrangement to provide more space for instru- 
ment calibration. 

The next item is for analog computing equipment. In order to 
reduce the number of difficult and expemstve 18 flights, an analog 
computer assembly is required for use as a flight simulator. The 
proper types of maneuvers for obtaining desired data will be investi- 
gated and checked and optimum guidance will be obtained for ap- 

roaching critical flight conditions. The simulator will also be used 
or reduction of certain types of data such as dynamic stability 
measurements. The new simulator will be used exclusively for flight 
guidance of the X-15 airplane and will simulate its characteristics 
as they exist and are known at the time. In this role it will guide the 
flight program and will be altered only as the airplane is altered or 
the knowledge of its characteristics changes. 

Experience at all NASA activities has shown the analog computer 
to be an indispensable tool in the conduct of flight research. Through 
simulator studies of problems connected with flight research, these 
problems are usually solved more efficiently and quickly. Extension 
of the flight envelope and development of advanced control and 
stability augmentation and guidance systems, require greater com- 
puter capacity so that all the more important system parameters 
may be included in the simulation. In general this will make any 
simulation more accurate and realistic. The additional general pur- 
pose computer components outlined in this project will be used for 
advanced research studies of new systems, vehicles, and concepts will 
serve for a large variety of general studies involving both the X~-15 
and other work at the station. 
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The final item of the paragraph is for a terminal guidance facility. 
An important problem area which will be encountered in boost-glide- 
vehicle operations is that of terminal guidance. In order to provide 
backup for an onboard navigational system as well as terminal steerage 
to a aun area, an adequate coverage of the reentry terminal area 
must be provided. An acquisition radar with the suitable coverage 
characteristics will provide this capability. Procurement of such 
equipment for use with X-15 flights will allow a better insight into 
the problems which will be encountered in actual flights and provide 
the means of developing terminal guidance techniques. The use of 
the equipment will also serve to increase the safety of X-15 operations 
by assisting in terminal guidance and in chase plane rendezvous. 
The existing radars presently designed into the X-15 range are 
instrumentation type with extremely narrow beam width and hence 
unsuited for investigation of the terminal pickup problem, 


E. GODDARD SPACE CENTER, BELTSVILLE, MD. 


This paragraph provides for a central flight control and range opera- 
tions building, a space sciences laboratory, instrument construction 
and installation laboratory, and necessary utility installations. 

The conduct of a national space flight program by the NASA re- 
quires the construction of a new facility from which the technical 

rograms can be planned, monitored, controlled, and evaluated. 
nitial funding for such a center was provided in the fiscal year 
1959 appropriation. The proposed construction for the fiscal year 
1960 represents the next phase of the center’s development. 

The initial construction provides accommodations in 2 buildings for 
approximately 400 personnel. One building will house scientific, tech- 
nical, and contracting personnel concerned with theoretical analysis, 
flight operations, and research and development contracting; and pro- 
vides for the installation of two large digital computers for data 
reduction and processing functions related to both theoretical work 
and flight operations. The second building is an office-laboratory for 
scientific and technical personnel doing research and development on 
special electronic instrumentation including that required for control 
and guidance systems. 

The construction of a coordinating center for flight operations in- 
cluding all phases of launching and space flight is required. The basic 
elements of a& communications system linking together a remote sys- 
tem of firing and tracking stations exists in the Washington, D.C., 
area. Supervision and coordination of this complex and expanding 
communications system for the purpose of monitoring data collection 
and control requires a communications center in the immediate vicin- 
ity of the responsible staff. The central flight control and range 
operations building will provide such a center. 

Space research conducted by means of rockets, satellites and space 
probes is critically dependent on the development of the instrument 
package to be carried in these vehicles. The problems of making 
scientifically dependable measurements in space are just beginning to 
be explored. A space sciences laboratory is required to house scientific 
and technical personnel doing this instrument development work. 

An instrument construction and installation laboratory is required 
to provide effective support to the instrument research and develop- 
ment work. This facility will provide the means for constructing 
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instruments and components and for their installation in satellites 
and space probes. 

Supporting utilities are required to permit effective use of the new 
buildings. All proposed buildings will provide fallout shelters in 
accordance with OCDM directive dated September 29, 1958. 

This project proposes the construction of three laboratory-type 
buildings, the installation of appropriate equipment, and the installa. 
tion of the necessary utilities. A description of the facilities follows: 

(a) Central flight control and range operations building.—This build- 
ing will house the personnel and equipment required for monitoring 
all phases of rocket launchings for global and orbital flights. The 
information originating at the remotely located launching areas and 
the global network of tracking stations will be routed to. this location 
for control purposes. Equipment housed will include data readout 
and conversion apparatus, a large duplex digital computer (rented), 
automatic reading and plotting machines, and print-out equipment. 
Associated equipment will include telemetry ground stations, video 
tape recorders, a time standard device, ground command control 
transmitters, and backup transmitting equipment. 

The first floor will provide space for an industrial and military 
briefing room, the central range control room, communications stafi, 
and other supporting functions. The basement will house building 
heating, ventilating, electrical equipment, special computer equip- 
ment, including humidity control, an auxiliary powerplant, and 
communication termination equipment. The upper floor space will 
house scientific personnel and a library. The building will provide 
about 60,000 square feet of floor space. 

(b) Space sciences laboratory.—This building will house scientific 
personnel for research and development of instrumentation for satellite 
packages. Studies will be made on infrared radiation, cosmic rays 
meteorites, X-ray radiation, magnetic fields, and other geophysical 
phenomena. The functions of this laboratory will also include the 
development of vehicle-borne computers and improvement of ground- 
based computers used to derive detailed orbital or fight path constants 
of space vehicles. Special equipment will include a magnetically 
shielded room, particle accelerator, leak detectors, mass spectrometer, 
vacuum and thermal testing tanks, balancing equipment, centrifuges, 
shake stands, and gyro and hydraulic test stands. 

The first and second floors will provide laboratories for studies in 
the areas mentioned and offices for the research personnel. The base- 
ment will provide space for building heating, ventilating, and electrical 
equipment, some equipment storage, additional laboratory and office 
space, as well as a small electronic instrumentation shop. The build- 
ing will provide about 60,000 square feet of floor space. 

(c) Instrument construction and installation laboratory.—This struc- 
ture will consist of shop space for the fabrication and installation of 
instrumentation and related engineering office space in support of 
scientific payload research and development. Shop space will be 
provided for light, precise machine-shop work, sheetmetal work, 
welding and brazing, and bench and floor assembly. A full comple- 
ment of machine tool and materials handling equipment is included. 

A basement area will house building heating, ventilating, air condi- 
tioning, and electrical equipment which will include special air filtering 
for certain areas including a “‘clean’’ room for critical assemblies.. The 








AUTHORIZING APPROPRIATIONS TO THE NASA 39 


basement will contain a complete photographic laboratory. The 
building will contain approximately 82,000 square feet. 

(d) Utilities —These items include the extension of all utilities, site 
clearing, roads, parking lots, and a central heating plant to provide 
economical central heating for the center’s buildings. 


F. PACIFIC MISSILE RANGE, POINT ARGUELLO, CALIF. 


The satellites flown to date have been launched in inclined orbits 
of from approximately 30° to 50° to the Equator. Facilities for such 
launchings are located at the Atlantic Missile Range at Cape Canav- 
eral, Fla. Many of the future satellite experiments, including 
scientific measurements and meteorological observations will require 
that satellites be launched in a polar orbit at 90° to the Equator. 
Such launchings cannot currently be undertakén at the Atlantic 
Missile Range because of the danger of dropping boosters on the 
Caribbean Islands and the South American mainland. The Pacific 
Missile Range at Point Arguello, Calif., will permit such polar launch- 
ings and will be utilized for this purpose in the NASA satellite program. 

ocal tracking and range instrumentation will be provided by the 
Pacific Missile Range. It is the policy of Pacific Missile Range, 
however, to require that the launch facilities be paid for by the 
agency or user that initiates the requirement. Furthermore, support- 
ing facilities, such as shops, offices, and hangars, must be paid for by 
the user if they are to be for his exclusive use. 

The overall NASA satellite program RodaIring, polar launches will 
include a number of booster configurations. Some of the launch 
facilities required for Atlas booster configurations will have been 
installed by other users and will not have to be duplicated by the 
NASA. The NASA expects to make early firings, however, using 
booster configurations based on IRBM/’s for which prior launch 
facilities will not be available. It will therefore be necessary for the 
NASA to construct the launch facilities required for these firings. 

In order to support the contemplated firing program at Pacific 
Missile Range, it will be necessary for the NASA to have vehicle 
assembly hangars, a certain amount of shop and instrumentation 
equipment, and office space for technical personnel assigned to the 
firing programs. The anticipated program will be large enough to 
require full-time occupancy of these facilities by NASA. It will 
therefore be necessary for the NASA to finance these facilities. 


G. VARIOUS LOCATIONS 


The first item of this paragraph is for global range tracking and 
communication facilities and equipment. 

These funds are needed to continue the improvement of satellite 
and space vehicle tracking stations for which funds have been author- 
ized in the fiscal year 1959 supplemental bill and to provide additional 
instrumentation facilities specifically required to support manned 
satellite experiments. 

To provide the tracking, data acquisition, and the communication 
facilities needed to support the more complicated satellite experiments 
pennen for the period beginning 1 to 2 years from now, further modi- 

cation and improvement of the electronic and optical tracking 
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networks will be required, |The funds requested in this project will 
provide for a continuation of the antenna and data read-out equip- 
ment improvement which was begun with fiscal year 1959 funds. 
Higher capacity telemetry equipment will also be installed at some 
of the stations to handle a larger number of satellite programs, and to 
service a wider bandwidth telemetry data reception. 

In addition, the electronic tracking facilities will be supplemented 
by the provision of improved optical tracking equipment to provide 
the very high precision tracking data needed for geodetic, navigation 
and relativistic satellite experiments. 

The project includes funds to provide for the establishment of high- 
gain automatic tracking antenna and its associated radio receiving, 
recording, and control equipment on Bermuda. This equipment 
will serve multiple purposes which include reception of telemetry 
data from rocket and satellite vehicles launched from. Wallops Island 
and Cape Canaveral, acquisition of telemetry data from space vehicles 
in orbit, and supplementary tracking of space probes. 

Proper execution of the various functions required on a global basis 
for the launching, flight, reentry, and recovery of a manned satellite 
system will make necessary the provision of a suitable center for the 
coordination and control of the complete operation. It is proposed 
to supplement existing equipment systems to accomplish these 
functions. 

The funds authorized will be required to provide a voice link to the 
manned satellite, and modifications to existing equipment for com- 
mand functions to the satellite. Necessary data transmission termi- 
nal equipment with coordinate converters, computers, data recording 
apparatus, display systems and control devices would also be provided. 

Scientific and operational data generated in a satellite during launch- 
ing, orbiting flight, and recovery, must be relayed to ground stations 
for reduction, analysis, and control of subsequent operations. 

Funds are included to provide such data acquisition systems for 
five ground stations and seven shipboard installations, and to supple- 
ment existing equipment at five additional ground stations. The 
systems will include antenna networks, telemetry recievers, data 
handling equipment, and display devices. Installation will be made 
at the primary ground stations in the manned satellite network. 

In order to close major gaps in the ability to coordinate data acqui- 
sition and control functions in the network of ground stations for 
manned satellite operations that were started in the fiscal year 1959, 
additional equipment will be required at various stations to provide 
adequate data transmission, voice communication, with other ground 
stations and the satellite, and command control of satellite functions. 

Funds are included to provide supplementary high-frequency single 
side band or ionospheric scatter systems for surface communications, 
high frequency and very high frequency transmitters and receivers for 
voice communications with the satellite, command interrogation 
systems, and associated antenna and data handling equipment. 

The next item is for support of the Rover program. Nuclear heat 
transfer rockets in which a low molecular weight gas is heated to high 
temperature in a nuclear reactor and then expanded through a jet 
nozzle to produce thrust, offer large performance gains over chemical 
recket systems. The low molecular weight of the discharge gas com- 
bined with the high gas temperature in the reactor permit the attain- 











AUTHORIZING APPROPRIATIONS TO THE NASA 41 


ment of impulses for the nuclear system that are approximately twice 
as high for the nuclear rocket as for the chemical system, This high 
impulse gives the nuclear rocket the potential of delivering a large 
payload into an earth orbit with a single-stage machine whereas the 
chemical rocket might require at least two and probably three stages. 
The Rover program now in process is aimed at the development of 
small, high temperature, high-power reactors for use in high-thrust 
booster rockets. 

At the present time, the AEC Nevada test site has facilities for test- 
ing the reactor component of the nuclear rocket only. There are 
no facilities for incorporation of a turbopump in the test facility so 
that the combination of reactor and flow system dynamics can be 
simultaneously investigated. There is no way of analyzing these com- 
bined dynamics characteristics with sufficient accuracy that safe and 
reliable system operation can be predicted. It is, therefore, proposed 
that a nuclear rocket facility be designed and constructed so that 
reactors can be tested with the turbopump propellent feed system that 
will be used in the full-scale nuclear heat transfer rocket. Because 
the dynamics of the reactor and flow system are not known, it is es- 
sential that the early tests of the reactor and the pump be made with 
a pump drive that has extremely accurate speed control. The only 
sufficiently satisfactory system is an electric drive system. The pres- 
ent facility will, therefore, supply an electric motor pump drive and 
required electronic speed control equipment for the early tests. When 
the dynamics of this system have been analyzed, the reactor will be 
tested with the full-scale turbopump and the turbine drive gas genera- 
tor system or the full flow turbine drive gas system so that the nuclear 
rocket steady state and transient operation may be accurately evalu- 
ated and desirable performance obtained. 

This project will supply the electrical drive motor, a variable speed 
coupling, required speed control equipment, flow controls, the neces- 
sary gear boxes to deliver the required pump speed, the turbopump 
stand, the required gas generator system, the additional liquid hydro- 
gen storage capacity, the required ducting to permit closely coupled 
reactor-turbopump operation, and the necessary building to house the 
drive and control equipment. 

There is close coordination between NASA and Atomic Ener, 
Commission with respect to the atomic energy aspects of all NASA 
financial programs. In this connection, the committee was provided 
with the following statement by NASA: 

NASA relies upon the Atomic Energy Commission for re- 
search and development work on nuclear reactors. In the 
cooperative jobs on which NASA is working with the AEC, 
the NASA will be responsible for incorporation of the reac- 
tor into the system and for research and development on 
components other than the nuclear reactor. The present 
AEC and NASA budgets incorporate the following division 
of responsibility: 
a. AEC budget on reactor feasibility research for the 

Rover project: 
AEC operation: 

Fiscal year 1959—$14.0 million, 

Fiscal year 1960—$15.0 million. 
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AEC construction: 
Fiscal year 1959—$12.5 million. 
Fiscal year 1960—$4.8 million. 
b. NASA budget on nuclear engine work which includes 
the NASA Rover project: 
NASA 
Nuclear engines, fiscal year 1959—$4.5 million. 
Nonnuclear components and system development, fiscal 
year 1960—$8.0 million. 
Facilities, fiscal year 1960—$2.0 million. 


The final item is for propulsion development facilities. As previ- 
ously stated in this report, the names ‘‘Vega” and “Centaur” have 
been given to two proposed space flight vehicles using the Atlas 
missile as a first-stage booster and incorporating new upper stages. 
Development and flight readiness firings of the new Vega and Centaur 
second stages will require construction of two captive testing stands, 
one for each program, in order to meet program schedules. Funding 
for the stands is required early in fiscal year 1960. 

An extensive survey of existing test stands which might be modified 
for these programs and possible sites for new stands is nearing com- 
pletion. To be sclbtin bie locations must meet satisfactory stand- 
ards of availability, safety, and operating efficiency. Beyond these 
basic requirements the principal yardstick will be minimum total cost 
of constructing, equipping, and operating the stands. Based on these 
criteria the most promising solution which has been studied so far is 
the erection of two new stands at Sycamore Canyon, Calif., a 
Government-owned Atlas test location sufficiently isolated from a 
hazard standpoint. 


Form or ComMItTTEeE ACTION 


On January 19, 1959, the Administrator of NASA, with the approval 
of the Bureau of the Budget, submitted a draft authorization bill cover- 
ing both fiscal years 1959 and 1960 and requested its introduction. 
In order to expedite action on the supplemental authorizations re- 
quired for Hetil soar 1959, the Committee on Aeronautical and Space 
Sciences introduced a separate bill, S. 1096, which covered only fiscal 
year 1959. This bill was enacted by the Congress on April 15, 1959, 
and signed by the President on April 22, 1959. 

With the fiscal year 1959 supplemental authorizations taken care of, 
the sponsors of S. 1096, Senators Johnson and Bridges, introduced on 
behalf of the committee S. 1582. This bill incorporated the amounts 
requested for fiscal year 1960 by the Administrator of NASA in his 
letter of January 19, 1959. One week afer the introduction of S. 1582, 
the Administrator of NASA submitted a new draft bill for fiscal year 
1960, which contained the same dollar amounts as S. 1582, but recom- 
mended certain language changes. While this draft bill was not in- 
troduced in the Senate, it was given careful consideration during the 
hearings on S. 1582. 

Consideration of the authorization request for fiscal year 1960 was 
divided into two phases. The first phase was devoted to detailed 
consideration of the scientific and technical aspects of all important 
elements of our national aeronautical and space activities as currently 
planned for the next 5 to 10 years. 
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With the basic parameters thus clearly established, the second phase 
of the hearings was devoted to consideration of the specific programs 
proposed to be financed in fiscal year 1960. 

In the interim between the first and second phases of the hearings, 
the House of Representatives enacted H.R. 7007, a clean bill intro- 
duced by the House Committee on Science and Astronautics authoriz- 
ing appropriations to the National Aeronautics and Space Adminis- 
tration. Accordingly, testimony was also taken on H.R. 7007 and 
the committee has substituted this bill, as amended, for S. 1582, the 
bill originally considered by the committee. 

The committee has made three substantive amendments to H.R. 
7007._ They are as follows: 

1. Restoration of funds.—The committee restored $4,750,000 to the 
“Construction and equipment” appropriation for a new central 
facility for high-energy solid and liquid fuel rocket propellants. The 
House Committee on Science and Astronautics, in deleting this item, 
stated: 


The committee recognizes that this type of facility is neces- 
sary for the testing of high-energy propellants. It is further 
recognized that such testing at present locations such as the 
Lewis Research Center and the Jet Propulsion Laboratory 
would be dangerous to the urban population nearby. Even 
so, the committee did not believe itself justified in authorizing 
funds for the preparation of a site, for roads and fencing, for 
a water system and for other items for a site still unknown. 
Once NASA has arrived at a decision as to the location of the 
site for this facility, the committee will entertain legislation 
for the authorization of funds for construction on the site. 


It does appear that the NASA witnesses, in an effort to justify the 
total cost estimate of $4,750,000, gave an impression of greater pre- 
cision as to the individual cost elements than is possible with regard 
to an unknown site. Dr. Glennan clarified this matter in his testi- 
mony before this committee, as follows: 


* * * We went into substantial detail in building up the 
estimated costs on this particular facility. We did this with 
the help of some studies that had been made of a particular 
site. 

These are simply ball-park estimates of the detail. 


With respect to the need for the facility and the effect of deferring 
its authorization until the next session of the Congress, the Com- 
mittee received the following testimony: 

* ~« * * *« 


Mr. Wyatt. Sir, we have a problem here in that the more 
advanced fuels that we are interested in using for their high- 
energy content and the efficiency are unfortunately very 
toxic. If the fuels spew around the atmosphere, it will kill 
vegetation, animals, and humans. Yet these fuels do offer 
us a tremendous payoff in terms of the thrust advantage, 
the efficiency advantage, and we can get it from them. We 
are interested in them. 

Now in order ta ever realize the use of these types of fuel, 
it is going to be necessary to conduct extensive research and 
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development on rather large size engines of the sort that we 
would like to employ, and consequently we need a facility at a 
site which is remote enough from the general population to 
permit us to test these fuels with the attendant hazards and 
possible explosions as well as simply spewing out the exhaust 
products each time we fire the rocket. 

Dr. Glennan has indicated we have a study team at the 
present time who are studying the precise requirements, the 
physical requirements in terms of proximity distances; how 
far apart do we have to put these facilities, and what type of 
excluding radius we have to have around the whole facility 
so we do not endanger people and property living in the area. 
We are studying this problem. 

Our next problem is to select a site that is suitably remote 
and yet which is accessible to the people who will have to use 
this facility. So we need a combination of circumstances; 
the combination of remoteness and yet it can’t be in the com- 
plete wild because we have to bring in trained engineers, 
technicians, and scientists. 

+ * « * * 


Dr. Drypen, By this supplement, what has been said, you 
might get the wrong impression that isolation is the only 
necessity. There are also substantial amounts of electrical 
power, light, and water in this operation and we feel this is a 
matter we must consider very carefully. We really feel we 
ought to be commended for not rushing into this too rapidly. 

* *” * * * 


Senator Stennis. Do you think you will have to have this 
before we are back here in January? 

Dr. GLENNAN. Yes, sir, and when you say back in January, 
Senator Stennis, it was suggested to us last year that when 
the bill was cut, the appropriation was cut by $45 million, we 
would come back in January and we have been back and it 
is now May 21 and we don’t have a dime and we are in 
trouble. 

Senator Stennis. We will look into this. Is there any- 
thing further on this, Senator Martin? 

Senator Martin. Do you consider this point on page 397 
as extremely urgent? 

Dr. Guennan. Yes, Senator Martin. We think we must 
get ahead with these high-energy propellants. We propose, 
if possible, to put this on a piece of Government-owned land, 
you see.» And to wait another year is simply to delay the 
program. 

* * * * x 


Dr. GLENNAN. We now have, meeting yesterday and today, 
a site selection committee. They are here in Washington at 
the present time developing the criteria against which a site 
will be selected. It is my estimate that we can move ahead 
perhaps within 3 months’ time to select such a site. 

I would like to point out again the fact that this facility is 
a research and development facility, that we will be working 
with highly toxic materials, both liquid and solid. There are 
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requirements in such a facility for an adequate supply, yet to 

be determined what the number would be, and for adequate 
ower. 

; We would like to, if possible, find a facility which is suffi- 

ciently reinote so that no large population centers or even 

very small population centers are within, say, 10 or 15 miles 

of such a site. 

We do need, however, a site which is accessible in the sense 
that we must transport to it propellants and hardware. I 
think I have pointed out that we hope to find a govern- 
mentally owned piece of land which will serve for this purpose. 

I point out further, as I think Mr. Wyatt stated this 
morning, that we have been operating in this field for several 
years, particularly at the Lewis Laboratory in Cleveland, and 
within the past year have started construction“of.some test 
cells for fluorine work at Sandusky where we have a remote 
site on an old ordnance site there, as you know. 

This is the next step in getting into advanced work in 
larger hardware. If we are delayed another year in this 
activity, I think it is reasonable to state that our program is 
delayed in this respect at least, in getting at the development 

of much more high-energy propellants than any that we are 


presently working with by that amount of time. Now, if I 
may, then I will place this in the record at a later time. 

Senator Younc. Doctor, is there any reason that you 
should be delayed in time? Can you foresee that that is likely 
to happen? 

Dr. Guennan. I do not think there is a resaon that we 
should be delayed in this. I am sure, Senator Young, that 
this would not be the first authorization that had been made 
for a site not yet selected. The amount of money involved 
in this at present is not very large, although our guess is that 
this site might grow in time to an investment of $20 million, 
some such thing as this, as one gets into other exotic fuel 
areas. 

* *~ * *~ * 


The problems faced by NASA in selecting a site for this research 
facility are similar in some respects to those faced by the military 
services. There is ample precedent with respect to the military serv- 
ices for authorizing certain projects even though the exact locations 
have not yet been chosen. The committee considers that NASA has 
exhibited an appropriate combination of speed and caution in pro- 
ceeding with the site selection and has accordingly restored the 
$4,750,000 to preclude unnecessary delay in this important program. 

2. Use of research and development funds for capital items.—H.R. 

7007 contains a new provision, section 1(b), which reads as follows: 


Arprorratons for “Research and development” may be 
used for any items of a capital nature (other than acquisition 
of land) which may be required for the performance of research 
and development contracts. 


The need for this provision was justified, in part, as follows: 


Section 1(c) on page 2, is a new provision designed to 
eliminate difficultues which we have experienced in connec- 
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tion with research and development contracting. As you 

know, section 307(a) of the basic NASA Act withholds 

authorization for certain types of appropriations. It does not 

authorize appropriations for real property or for other items 

of a capital nature whose estimated cost exceeds $250,000. 

As a consequence, we have found ourselves in an inflexible 
osition in relation to contractors with whom we do business. 
et me explain this: 

We are entering many new areas of research and develop- 
ment, new in relation to the activities of NACA. Hence, our 
contractural negotiations, using research and development 
appropriations, give rise to the need for various items of a 
capital nature, facilities and equipment, of one sort and 
another, the cost of which exceeds $250,000. 

Now these facilities or items of a capital nature cannot be 
anticipated in time to permit their inclusion in an authoriza- 
tion bill. And yet their acquisition or their construction or 
modification or whatever may be involved—is absolutely 
essential to the performance of the research and development 
contract. 

Section 1(c) here would authorize the use of research and 
development funds for the acquisition, construction, or ex- 
po of plant or facilities or other items of a capital nature, 

ut only where needed in the performance of a research and 
development contract. 

For example, in connection with developing a new vehicle 
or a new booster, it may be necessary to build a test stand— 
including site preparation, engineering, including construc- 
tion of a blockhouse, other buildings, and fixtures, including 
the tall steel superstructure, and all the wiring and equip- 
ment, all the piping and tankage, and the acquisition and 
installation of all items of any kind necessary. to make the 
facility operative. Now this might be done on public or 

rivate land using these funds under this authorization. 

owever, of course, no land would be acquired, purchased, 
or otherwise acquired with research and development funds. 
The plant or facilities or the items of a capital nature might 
be more or less than $250,000, and they might be of a per- 
manent or a temporary nature and located anywhere in the 
world. 

The reason | go into this illustration is to explain what is 
intended by the language so that the committee will have a 
clear concept of it. 

The important fact with respect to subparagraph (ce) is 
that such use of research and development funds must be 
required for the performance of a research and development 
contract. 


While the committee recognized the need to grant NASA additional 
flexibility in the use of its research and development funds, the lan- 
guage in question appeared to be unnecessarily broad and possibly 
subject to misuse as a means to avoid congressional scrutiny over, 
and the specific prior authorization of, major construction projects. 
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Accordingly, in order to assure that this flexibility would not be 
abused, the committee added a notification provision to section 1(b), 
which reads‘as follows: 


Provided, That none of the funds appropriated for “Research 
and development” pursuant to this Act iuay be used for con- 
struction of any iajor facility, the estimated cost of which, 
including collateral equipment, exceeds $250,000, unless the 
Administrator or his designee notifies the Committee on 
Science and Astronautics of the House of Representatives 
and the Committee on Aeronautical and Space Sciences of 
the Senate of the nature, location, and estimated cost of such 
facility. ; 


3. Authorization requirement.—Present law requires the National 
Aeronautics and Space Administration to obtain legistative authoriza- 
tions before appropriations may be made. Under section 4 of H.R 
7007, this was extended until July 30, 1965. 

The committee agrees with the House concerning the desirability 
of extending the requirement for authorization of appropriations to 
the National Aeronatutics and Space Administration. It seems 
obvious that close and continuing congressional review and surveillance 
is in order in this area. The situation was perhaps best summarized 
by Dr. Glennan, in his testimony quoted earlier in this report: 


* * * It is highly probable that our programs will change 
rapidly during the first years of effort in this new medium 
simply because we are opening up a new frontier and most of 
the ground rules are yet to be worked out and understood. 


Because of the nature of the space program, rapid and substantial 
changes as to magnitude, direction, and detail can be expected to 
continue indefinitely. For this reason the committee deleted the 
terminal date of July 30, 1965, on the authorization requirement, 
thereby making the requirement of indefinite duration. 


PossisLE DupLicaATION. IN THE SPACE PROGRAM 


In considering the NASA supplemental! authorization for fiscal year 
1959 (S. 1096), considerable attention was devoted to assuring that 
there was no duplication between the Department of Defense and 
the National Aeronautics and Space Administration with respect to 
the programs or facilities involved in the supplemental authorization 
request. Similar scrutiny was given to the respective space programs 
of NASA and the Department of Defense for fiscal year 1960. 

In line with the procedure followed with respect to the fiscal year 
1959 supplemental authorization, the chairman of the subcommittee 
arranged to provide the Department of Defense with copies of the 
NASA fiscal year 1960 detailed budget justifications, while NASA was 
ore copies of the budget justifications for the Advanced Research 

rojects Agency. In addition, the Office of the Secretary of Defense 
and each of the military services was invited to have a qualified ob- 
server in attendance throughout the hearings on the NASA program. 

Following this review, the Administrator of NASA made the 
following statement concerning the fiscal year 1960 budget estimates 
of the Advanced Research Projects Agency: 
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The estimates submitted do not reveal any duplication in 
effort or funding of the programs for which the National 
Aeronautics and Space Administration is requesting moneys 
for its 1960 operation. 


Similarly, the Department of Defense Director of Research 


Engineering, responding for the Secretary of Defense, stated: 


The military departments and the Advanced Research 
Projects Agency have carefully reviewed the proposed NASA 
authorization program for fiscal year 1960. On the basis of 
the results of this review I am confident that there is no un- 
necessary duplication between the space program of the 
NASA and the Department of Defense. ‘The broad program 
areas have all been coordinated thoroughly and I pehete are 
mutually complementary. Within the broad program areas, 
however, there may be supporting tasks or projects that 
follow similar lines of endeavor, since the techniques and 
equipment developments in certain cases are common to both 
scientific and military space vehicles. 

In this connection, the Administrator, NASA, and the 
Director, ARPA, have initiated the formation of permanent 
joint committees to make continuing evaluations of the pro- 
grams and projects that are being conducted by both NASA 
and ARPA. Through this joint review which is now under- 
way I feel certain that any unwarranted duplication that 
may be revealed can be quickly eliminated. 


and 


While the NASA Authorization Subcommittee was proceeding with 


O 


its review of the specific space programs proposed to be financed in 
fiscal year 1960, the Subcommittee on Governmental Organization 
for Space Activities was conducting an investigation of Governmental 
organizations involved. Although the hearings of this latter sub- 
committee developed a number of problem areas requiring resolu- 
tion, its chairman advises that such findings do not question the 
desirability of proceeding vigorously and fully with the NASA pro- 
grams proposed for fiscal year 1960. 
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AUTHORIZING THE USE OF FUNDS ARISING FROM A 
JUDGMENT IN FAVOR OF THE COEUR D’ALENE INDIAN 
TRIBE, AND FOR OTHER PURPOSES 


June 2, 1959.—Ordered to be printed - ~ 


Mr. Cuurcu, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany 8. 2045} 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 2045) to authorize the use of funds arising from a 
judgment in favor of the Coeur d’Alene Indian Tribe, and for other 
purposes, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of S. 2045, mtroduced by Senator Murray at the 
request of the Department of the Interior, is to authorize a per capita 
distribution of funds awarded the Coeur d’Alene Tribe by the Indian 
Claims Commission. 

The Commission found that the compensation paid to the Coeur 
d’Alene Tribe for the cession of tribal lands under an 1887 agreement 
was inadequate and on May 6, 1958, determined that the tribe was 
entitled to recover from the United States the sum of $4,342,778.03. 
Funds to satisfy the judgment were appropriated by the Supplemental 
Appropriation Act of 1959 and have been placed to the credit of the 
tribe in the Treasury at 4 percent interest. 

Because the Coeur d’Alene Tribe as presently organized is the same 
tribe that ceded the lands to the Government in 1887, S. 2045 makes 
the judgment fund available to the tribe for use under the regular 
rules that apply to tribal funds generally. The annual appropriation 
acts regularly authorize tribal funds to be advanced to the tribe for 
any purpose requested by the governing body and approved by the 
Secretary of the Interior. The proposed legislation will: provide similar 
authority for the use of this judgment fund. The tribe can then decide, 
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subject to the approval of the Secretary of the Interior, whether it 
wants to distribute all or part of the money to its membership on a 
per capita basis, or whether it wants to program all or part of it for 
some other purpose. Any part of the funds that may be distributed 
per capita to tribal members shall be exempt from Federal and State 
income tax. 

The executive communication of May 18, 1959, requesting the intro- 
duction of S. 2045 is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 18, 1959. 
Hon. Ricnarp M. Nrxon, 
President of the Senate, Washington, D.C. 


Dear Mr. Prestpent: Enclosed is a draft of a proposed bill to 
authorize a per capita distribution of funds arising from a judgment 
in favor of the Coeur d’Alene Tribe, and for other purposes. 

We recommend that the bill be referred to the appropriate com- 
mittee for consideration, and we recommend that it be enacted, 

Docket No. 81 in the Indian Claims Commission involved a claim 
based upon the payment of inadequate consideration for lands ceded 
by the Agreement of March 26, 1887, which was ratified on March 3, 
1891 (26 Stat. 989, 1027). "The Commission found that the compen- 
sation paid to the Coeur d’Alene Tribe was unconscionable and by 
final order on May 6, 1958, determined that the tribe was entitled to 
recover from the United States the sum of $4,342,778.03. 

Funds to satisfy the,judgment were appropriated by the Supple- 
mental Appropriation Act, 1959.. They are credited to the account 
of the tribe in the ‘Treasury and bear interest at 4 percent. 

The Coeur d’Alene Tribe as presently organized is the same tribe 
that ceded the lands to the Government in 1887. It has been neither 
divided nor merged with other groups. We believe that the judgment 
should therefore be made available to the. tribe for use under the 
regular rules that apply to tribal funds generally. The money repre- 
sents a tribal asset derived from a ‘disposition of tribal land, and may 
appropriately be controlled in the same way the tribe would control 
it if the money had been paid when due and, had remained in the 
tribal account since then. 

The annual appropriation acts regularly authorize tribal funds to 
be advanced to the tribe for any purpose requested by the governin 
body and approved by the Secretary. The proposed legislation will 
provide similar authority for the use of this judgment fund. The 
tribe can then decide, subject to the approval of the Secretary, whether 
it wants to distribute all or part of the money to its membership on 
a per capita basis, or whether it wants to program all or part of it 
for some other purpose. 

This procedure will avoid the costly, process of attempting to 
identify the members of the tribe who were alive in 1891, and to 
identify their living descendants. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this proposed bill to the Congress. 

Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior. 
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A BILL To authorize the use of funds arising from a judgment in favor of the 
Coeur d’ Alene Indian Tribe, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the funds on deposit in 
the Treasury of the United States to the credit of the Coeur d’ Alene 
Tribe that were appropriated to pay a judgment by the Indian Claims 
Commission dated May 6, 1958, and the interest thereon, after pay- 
ment of attorney fees and expenses may be advanced or expended 
for any purpose that is authorized by the tribal governing body and 
approved by the Secretary of the Interior. Any part of such funds 
that may be distributed per capita to the members of the tribe shall 
not be subject to Federal and State income ‘tax. 
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AMENDING THE ACT OF JUNE 4, 1953 (67 STAT. 41), ENTITLED “AN 
ACT TO AUTHORIZE THE SECRETARY OF THE INTERIOR, OR HIS 
AUTHORIZED REPRESENTATIVE, TO CONVEY CERTAIN SCHOOL 


PROPERTIES TO LOCAL SCHOOL DISTRICTS OR PUBLIC 
AGENCIES” 


June 2, 1959.—Ordered to be printed ~~ 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 1819] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1819) to amend the act of June 4, 1953 (67 Stat. 
41), entitled “An act to authorize the Secretary of the Interior, or his 
authorized representative, to convey certain school properties to local 
school districts or public agencies,” having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

EXPLANATION OF THE BILL 


The purpose of S. 1819, introduced by Senator Murray at the re- 
quest of the Department of the Interior, is to amend the act of June 4, 
1953 (67 Stat. 41), as amended, authorizing the Secretary of the 
Interior to convey certain Indian school properties to local school 
districts or public agencies. 

The 1953 act authorizes the Secretary to convey to a public agency 
for a public purpose any lands or improvements that were formerly 
used for Indian school purposes that are no longer needed for that 
purpose. Under present law such conveyances are subject to the 
following conditions: If the lands are in trust status the Indian 
owners must consent; mineral interests in the lands must be reserved; 
the grantee must agree to make the property available to Indians on a 
nondiscriminatory basis, and there must be a reversion of the title in 
the event the land ceases to be used for a public purpose. The final 
condition is that not more than 20 acres may be conveyed. 

S. 1819, if enacted, would eliminate the 20-acre limitation. In 
several instances the present limitation has prevented the conveyance 
of surplus Indian school properties that should made. Representa- 
tives of the Indian Bureau testified that the original 20-acre limita- 
tion has seemingly served no useful purpose and that in fact where 
surplus school facilities are no longer used, their retention because 
of existing acreage restrictions results in unjustified administrative 
and maintenance costs. 
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Since the enactment of the 1953 law, 43 school properties totaling 
about 450 acres have been transferred to local school districts. Eight 
of these are in Oklahoma, seven each in Minnesota and Montana 
five in Kansas, four each in New Mexico and Washington, two each 
in Arizona and Wisconsin, and one each in Idaho, North Carolina 
South Dakota, and Wyoming. 

The executive communication from the Secretary of the Interior 
recommending the enactment of this legislation follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 22, 1959, 
Hon. Ricnarp Nrxon, 
President of the Senate, 
Washington, D.C. 

Dear Mr. Presipent: Enclosed herewith is a draft of a proposed 
bill to amend the act of June 4, 1953 (67 Stat. 41), entitled “kn act to 
authorize the Secretary of the Interior, or his authorized representa- 
tive, to convey certain school properties to local school districts or 
public agencies.” 

We recommend that the proposed bill be referred to the appropriate 
committee for consideration, and we recommend that it be enacted. 

The act of June 4, 1953, authorizes the Secretary to convey surplus 
Indian school property (land and improvements) to State or local 

overnmental agencies for use for school or other public purposes. 
he authority is subject to the following limitations: 
1. If the land is held in a trust status, the consent of the tribe 
or individual Indian concerned must be obtained. 
2. Mineral interests must be reserved. 
3. Provision must be made for use of the property by Indians 
on a nondiscriminatory basis. 
4. Provision must be made for a reversion of title in the event 
of breach of conditions. 
5. Conveyances are limited to 20 acres for any one school 
property. 

The bill would eliminate the 20-acre limitation. The present limita- 
tion has prevented some conveyances of surplus Indian school prop- 
erties that should be made. In one instance we have been unable to 
convey school property that, because of the terrain and the location of 
the water well, sewerage system, and the most practical building site, 
required approximately 42 acres. In other instances a conveyance 
limited to 20 acres may leave a few acres in Government ownership 
which would be to no one’s advantage. Under the statute, the prop- 
ma involved must have been used for Federal Indian school purposes 
and be no longer needed for such purposes. When such property is 
no longer required for school purposes it is generally excess to all 
departmental needs, and it is to the advantage of the Government to 
dispose of the property in its total acreage rather than to retain a 
portion of the property and be responsible for its continued care and 
maintenance. Such procedure should result in a saving of adminis- 
trative and maintenance funds. 

The Bureau of the Budget has advised us that there is no objection 
to the presentation of this proposed legislation to the Congress. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 
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A BILL To amend the Act of June 4, 1953 (67 Stat. 41), entitled “An 
Act to authorize the Secretary of the Interior, or his authorized repre- 


sentative, to convey certain school properties to local school districts 
or public agencies” 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
Act of June 4, 1953 (67 Stat. 41), as amended, is amended by 
changing the colon after ‘Indian tribe” the first time the 
term appears to a period and by deleting the following lan- 
guage: “Provided further, That no more than twenty acres 
of land shall be transferred under the terms of this Act in 
connection with any single school property conveyed to State 
or local governmental agencies or to local school authorities.” 


CHANGES IN EXISTING LAW an 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (S. 1819) 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Act or June 4, 1953 (67 Star. 41), as AMENDED 


That the Secretary of the Interior, or his authorized representative 
is hereby authorized to convey to State or local governmental agencies 
or to local school authorities all the right, title, and interest of the 
United States in any land and improvements thereon and personal 

roperty used in connection therewith heretofore or hereafter used for 
Federal Indian school purposes and no longer needed for such pur- 
poses: Provided, That the consent of the beneficial owner shall be 
obtained before the conveyance of title to land held by the United 
States in trust for an individual Indian or Indian tribe[[: Provided 
further, That no more than twenty acres of land shall be transferred 
under the terms of this Act in connection with any single school prop- 
erty conveyed to State or local governmental agencies or to local 
school authorities.] Any conveyance under this Act shall reserve all 
mineral deposits in the land and the right to prospect for and remove 
such deposits under rules and regulations prescribed by the Secretary 
of the Interior, shall require the property to be used for school or other 
public purposes, and shall require the property to be available to In- 
dians and non-Indians on the same terms unless otherwise approved 
by the Secretary of the Interior. If at any time the Secretary of the 
Interior determines that the grantee of any such lands, improvements, 
and personal property has failed to observe the provisions of the 
transfer agreement and that the failure has continued for at least one 
year, he may declare a forfeiture of the conveyance and the title con- 
veyed shall thereupon revert to the United States. Such determina- 
tion by the Secretary of the Interior shall be final. If the grantee of 
such land fails for a period of one year to observe the provisions of 
the transfer agreement and the Secretary of the Interior fails to declare 
a forfeiture of the conveyance, the former beneficial owner, if an indi- 
vidual Indian or an Indian tribe, may petition the United States Dis- 
trict Court for the district where the land is located to declare a for- 
feiture of the conveyance and to vest the title in the United States, in 
the same trust status as previously existed. 
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AUTHORIZING A PER CAPITA DISTRIBUTION OF FUNDS 
ARISING FROM A JUDGMENT IN FAVOR OF THE QUA- 
PAW TRIBE, AND FOR OTHER PURPOSES 


Jung 2, 1959.—Ordered to be printed ~ - 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 1903) 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 1903) to authorize a per capita distribution of funds 
arising from a judgment in favor of the Quapaw Tribe, and for other 
purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of S. 1903, introduced by Senator Murray at the re- 

uest of the Department of the Interior, is to authorize a per capita 

et of funds arising from a judgment in favor of the Quapaw 
ribe. 

The Quapaw Tribe has been awarded a judgment by the Indian 
Claims Commission based on the inadequate consideration paid the 
Indians for lands ceded by them under an 1824 treaty. The initial 
recovery was $987,092 which, after deducting allowable offsets, left a 
net award of $927,668.04. The latter amount was appropriated by 
the Supplemental Appropriation Act of August 26, 1954 (68 Stat. 801). 
Attorney’s fees and expenses amounting to $107,643.58 have been paid 
leaving $820,024.46 to the credit of the Indians in the Treasury, 
bearing interest at 4 percent. 

Because the present Quapaw Tribe in Oklahoma is composed of 
Quapaws, members of other Indian tribes adopted into the tribe, as 
well as some descendants of non-Indians, it should not be considered 
the successor in interest of the Quapaw Tribe as it existed in the 1820’s. 
Further, some Quapaw’s did not move to Oklahoma after the tribe’s 
cause of action accrued under the 1824 treaty. Descendants of the 
Quapaw Indians who were Quapaws by birth are unwilling to recog- 
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nize any right to share in the judgment on the part of the adopted 
Quapaws. Since the present organization is not regarded as the 
successor of the tribe as it existed at the time of the cession of the land, 
S. 1903 provides that the judgment fund will be paid out per capita 
to the presently living descendants of the member of the last tribal 

roup that can be regarded as the successor of the oe Quapaw 
Fribe. The membership roll of January 4, 1890, is the best available 
roll for this purpose, since earlier rolls show Indian names that would 
be extremely difficult to associate with anyone now living. The cost 
of the new roll to be prepared by the Secretary will be paid from the 
judgment fund. Funds distributed will not be subject to Federal or 
State income tax. 

The executive communication-of the Department of the Interior 
dated April 28, 1959, requesting the introduction of this proposed 
legislation follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 28, 1959, 
Hon. Ricuarp M. Nrxon, 
President of the Senate, Washington, ‘D.C. 


Dear Mr. Prestpent: Enclosed is a draft of a proposed bill to 
authorize a per capita distribution of funds arising from a judgment 
in favor of the Quapaw Tribe, and for other purposes. 

We recommend that the bill be referred to the appropriate com- 
mittee for consideration, and we recommend that it be enacted. 

Docket No. 14 in the Indian Claims Commission involved a claim 
filed on November 3, 1947, for inadequate consideration paid to the 
Quapaw Tribe for lands ceded by the treaties of August 24, 1818 (7 
Stat. 176), and November 15, 1824 (7 Stat. 232). The claim based 
upon a cession under the 1818 treaty was dismissed. The Commis- 
sion found that the compensation paid for the lands ceded by the 1824 
treaty was inadequate, and that the tribe was entitled to recover the 
sum of $987,092, less allowable offsets in the amount of $59,423.96, 
leaving a net award of $927,668.04. 

That amount was appropriated by the Supplemental Appropriation 
Act of August 26, 1954 (68 Stat. 801). Attorneys’ fees and expenses 
amounting to $107,643.58 have been paid, leaving $820,024.46. to the 
credit of the Indians in the Treasury, which bears interest at 4 percent. 

The present Quapaw Tribe in Oklahoma should not be considered 
as the successor in interest of the Quapaw Tribe as it existed in the 
1820’s, or as the sole beneficiary of the judgment fund, Some 
Quapaw Indians failed to remove to Oklahoma after the tribe’s cause 
of action accrued under the 1824 treaty. They stayed in the area 
that is now in Arkansas and other States. iiaeuraaes the present 
Quapaw Tribe in Oklahoma contains the descendants of non-Indians 
and of members of other Indian tribes who had been adopted into 
the tribe. The descendants of the Quapaw Indians.who were Quapaws 
by birth are unwilling to recognize any right to share in the judgment 
on the part of the adopted Quapaws who were not in fact descendants 
of Quapaw Indians. That position is a tenable one. 

Inasmuch as there is no present organization that can properly be 
regarded as the successor of the tribe as it existed at the time.of the 
cession of the land, we believe that the judgment fund should be paid 
per capita to the presently living descendants of the members of the 
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jast: tribal group that can be regarded as the successor of the original 
Quapaw Tribe. The membership roll forwarded on January 4, 1890, 
is probably the best available roll for this purpose, The earlier rolls 
show Indian names, and it is doubtful that anyone now living could 
associate those names with the descendants whose names appear on 
the 1890 roll. 
The Bureau of the Budget has advised us that it has no objection 
to the submission of this proposed legislation to the Congress. 
Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior. 


A BILL To authorize a per capita distribution of funds arising from a judgment 
in favor of the Quapaw Tribe, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of the 
Interior is authorized and directed to prepare a roll of the persons 
whose names appear on the Quapaw membership roll forwarded under 
date of January 4, 1890, and whose membership in the tribe was then 
based upon Quapaw blood rather than solely upon adoption, and the 
descendants of such persons, who are living on the date of this Act. 
Applications for enrollment must be filed with the Area Director of 
the Bureau of Indian Affairs, Muskogee, Oklahoma, on forms pre- 
scribed by the Secretary, within six months after the date of this Act. 
For a period of three months thereafter, the Secretary shall permit 
the examination of the applications by the Quapaw Tribal Business 
Committee or by persons having a material interest therein for the 
purpose of lodging protests against any application. The determina- 
oe of the Secretary regarding the eligibility of an applicant shall be 

nal. 

Src. 2. The Secretary shall distribute on a pro rata basis to the 
persons whose names appear on the roll prepared pursuant to section 1 
of this Act, or their heirs or legatees, the balance of the funds on 
deposit in the Treasury of the United States to the credit of the 
Quapaw Indians that were appropriated by the Act of August 26, 1954 
(68 Stat. 801), in satisfaction of a judgment against the United States 
that was obtained by the tribe in the Indian Claims Commission on 
May 7, 1954, and accrued interest thereon. The funds so distributed 
shall not be subject to Federal or State income tax. 

Sec. 3. (a) Except as provided in subsection (b) of this section, 
the Secretary shall distribute a share payable to a living enrollee 
directly to such enrollee, and the Secretary shall distribute a share 
payable to a deceased enrollee directly to his next of kin or legatees 
as determined by the laws of the place of domicile of the decedent, 
upon proof of death and inheritance satisfactory to the Secretary, 
whose findings upon such proof shall be final and conclusive. 

(b) A share payable to a person under twenty-one years of age or 
to a person under legal disability shall be paid in accordance with the 
laws applicable to such person in the place of his domicile, or in the 
discretion of the Secretary to the natural parent or guardian of such 
person. 
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Sec. 4. All costs incurred by the Secretary in the preparation of the 
roll and in the payment of shares in accordance with the provisions of 
this Act shall be paid by appropriate withdrawals from the judgment 
fund, but the cost and expense of any litigation that may arise from 
the preparation of the roll or the payment of shares shall be paid by 
the United States, 
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AUTHORIZING THE USE OF FUNDS ARISING FROM A JUDGMENT 
IN FAVOR OF THE CITIZEN BAND OF POTAWATOMI INDIANS 
OF OKLAHOMA, AND THE PRAIRIE BAND OF POTAWATOMI 
INDIANS OF KANSAS, AND FOR OTHER PURPOSES 


- 


June 2, 1959.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany S. 1904} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1904), to authorize the use of funds arising from 
a judgment in favor of the Citizen Band of Potawatomi Indians of 
Oklahoma, and the Prairie Band of Potawatomi Indians of Kansas, 
and for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of S. 1904, introduced by Senator Murray at the 
request of the Department of the Interior, is to authorize the use of 
funds arising from a judgment in favor of the Citizen Band of 
Potawatomi Indians of Oklahoma, and the Prairie Band of Potawatomi 
Indians of Kansas. 

The Citizen and Prairie Bands of Potawatomi Indians have been 
awarded a judgment of $359,460.60 by the Indian Claims Commission. 
In 1873, the two bands agreed to divide their assets based on 2,180 
names on an 1862 census roll. The division was seven-hundred-and- 
eighty two-thousand-one-hundred-eightieths to the Prairie Band, and 
one-thousand-four-hundred two-thousand-one-hundred-eightieths to 
the Citizen Band. The judgment was prorated to the two bands on 
the same basis. 

The Citizen Band has been credited with $233,154.36, less $64,419.22 
for attorneys’ fees and expenses, leaving a balance of $168,735.14 plus 
interest, available for distribution. The Prairie Band has been cred- 
ited with $126,306.24, less $46,681.38 for attorneys’ fees and expenses, 
leaving a net balance of $79,624.86 plus interest for distribution. The 
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Citizen’and Prairie bands are presently recognized by the Interior 
Department as direct continuations of the original Potawatomi Tribe, 
Therefore, under S. 1904 the judgment fund is made available to the 
two bands for use under the regular rules that apply to tribal funds 

enerally. Each band can then decide, subject to the approval of the 

ecretary, whether to distribute all or part of the money on a per 
capital basis, or whether to program all or part of it for some other 
purpose. 

No part. of the funds to be distributed under the terms of S. 1904 
shall be subject to Federal or State income tax. 

‘The executive communication of the Department of the Interior 
dated April 28, 1959, requesting the enactment of, this legislation, is 
as follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 28, 1959, 
Hon. Ricnarp M. Nrxon, 
President of the Senate, 
Washington, D.C. 

Dear Mr. Presipent: Enclosed is a draft of a proposed bill. té 
authorize the use of funds arising from a judgment in favor of the 
Citizen Band of Potawatomi Indians of Oklahoma, and the Prairie 
Band of Potawatomi Indians of Kansas, and for other purposes. 

We recommended that the bill be referred to the appropriate com- 
mittee for consideration, and we recommend that it be enacted. 

The Citizen Band of Potawatomis of Oklahoma and the Prairie 
Band of Potawatomis of Kansas have recovered in the Indian Claims 
Commission a judgment for $359,460.60. The Commission found 
that the two bands agreed in 1873 that of the 2,180 names on an 1862 
census roll, 1,400 were members of the Citizen Band and 780 were 
members of the Prairie Band, and that the entire assets of the Pota- 
watomi Nation as they existed at the time were to be divided on the 
basis of seven hundred and eighty two thousand one hundred and 
eightieths to the Prairie Band and one thousand four hundred two 
thousand one hundred and eightieths to the Citizen Band. The judg- 
ment was, therefore, prorated to the two bands on the same basis, 

The Citizen Band of Potawatomis was credited with the sum of 
$233,154.36, from which has been deducted $64,419.22 for attorneys’ 
fees and expenses in the prosecution of the claim, leaving a balance of 
$168,735.14, plus eshrasa interest, which is available for distribution. 
The Prairie Band was credited with the sum of $126,306.24, from which 
has been deducted $46,681.38 for attorneys’ fees and expenses in the 
prosecution of the claim, leaving a balance of $79,624.86, plus accrued 
interest, which is available for distribution. 

The judgment is based upon inadequate compensation for lands 
belonging to the Potawatomi Tribe or Nation that were disposed of 
under the treaties of November 15, 1861 (12 Stat. 1191), and February 
27, 1867 (15 Stat. 531), and the act of July 1, 1862 (12 Stat. 489). 
The Indian Claims Commission found that the Citizen Band and the 
Prairie Band compose the membership of the Potawatomi Tribe on 
whose behalf the claim was asserted, and that the members of the 
two bands are the only members of the tribe who are entitled to share 
in the judgment. The significance of the finding is the exclusion of 
all other bands of Potawatomis, of which there were several. 
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The Citizen Band and the Prairie Band are presently existing 
groups which the Department recognizes. ‘They are direct continua- 
tions of the original groups. The Citizen Band is organized under 
the Indian Reorganization Act with a constitution approved by the 
Department, and the constitution controls its membership. The 
Prairie Band has an old constitution and is in the process of adopting 
a new one. 

Inasmuch as both Bands are organizations that correspond closely 
to the organizations that existed in the 1860’s, and have come neither 
divided nor merged with other groups, we believe that the judgment 
should be made available to the two bands for use under the regular 
rules that apply to tribal funds generally. - The annual appropriation 
acts regularly authorize tribal funds to be advanced to the tribe for 
any purpose requested by the governing body and-approved by the 
Secretary. The proposed legislation will provide similar authority 
for this judgment fund. Each band can than decide, subject to the 
never of the Secretary, whether it wants to distribute all or a part 
of the money to its membership on a per capita basis, or whether it 
wants to program all or a part of it for some other purpose. The 
money represents a tribal asset derived from a disposition of tribal 
land, and may appropriately be controlled by the present organizations 
in the same way they would control it if the money had been paid 
when due and had remained in the tribal account since then. 

This procedure will avoid the very costly process of attempting to 
identify the members of the band who were alive in the 1860’s, and 
to identify their living descendents. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this proposed legislation to the Congress. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


O 
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DONATING TO THE CONFEDERATED TRIBES OF THE 
WARM SPRINGS RESERVATION, OREG., APPROXI- 
MATELY 48.89 ACRES OF FEDERAL LAND, 


- 


June 2, 1959.—Ordered to be printed 





Mr. NevuBERGER, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany S&S. 1818] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1818) to donate to the Confederated Tribes of 
the Warm Springs Reservation, Oreg., approximately 48.89 acres of 
Federal land, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of S. 1818, introduced by Senator Murray at the request 
of the Department of the Interior, is to donate 48.89 acres of federally 
owned land in Oregon to the Confederated Tribes of the Warm Springs 
Reservation. The lands to be donated wil be held in trust for the 
Indians. 


NEED FOR THE LEGISLATION 


The land involved lies within the boundaries of the Warm Springs 
Reservation. It was acquired for vocational training purposes im 
connection with the Indian school program through purchase from a 
Warm Springs allottee in 1932 for the sum of $1,000 but has been 
declared surplus to Government needs. Its appraised value is 
$5,000. There are no Government improvements on the land. The 
vocational training program was abandoned several years ago due to 
the lack of interest in farming and dairving on the part of the Indian 
pupils. The land cannot be transferred to trust status for the tribe 
without enactment of this bill. The Warm Springs Indians plan to 
use the land for residential sites and for some commercial development. 

Other laws enacted during the 86th Congress making gifts of surplus 
land to Indian tribes are Public Laws 86-13 and 86-19, relating to the 
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canta Domingo and Isleta Indian Pueblos in New Mexico, respec- 
tively. 

_ The executive communication dated April 22, 1959, requesting the 
introduction of this proposed legislation follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
April 22, 1959. 
Hon. Ricnarp Nrxon, 
President of the Senate, 
Washington, D.C. 


Dear Mr. Prestpent: Enclosed is a draft of a proposed bill to 
donate to the Confederated Tribes of the Warm Springs Reservation, 
Oreg., approximately 48.89 acres of Federal land. 

We recommend that the proposed bill be referred to the appropriate 
committee for consideration, and we recommend that it be enacted. 

The land involved was acquired for vocational training purposes in 
connection with the Indian school program. It was purchased from 
Thomas Wainawit or Wanukias, Warm Springs allottee No. 505, by 
“deed noncompetent Indian lands,’”’ approved by the Secretary of the 
Interior on March 12, 1932, for a consideration of $1,000. 

The land became excess to the Indian Bureau’s needs in March 1957. 

It is located within the exterior boundaries of the reservation, and 
the Warm Springs Tribes have requested that it be restored to them 
in its original trust status. The tract is located on both sides of 
Highway 26, a principal highway from Portland east through central 
ia eastern Oregon. Its best use appears to be for residential sites, 
but it also has possibilities to the tribe for industrial and commercial 
sites. The tribe has expressed considerable apprehension concerning 
adverse ownership. 

There are no Government improvements on the land. Its estimated 
current value is $5,000. 

Although the tribe has adopted a resolution agreeing to pay $1,000 
for the land, which was the purchase price paid by the Government 
when it acquired the land in 1932, the bill has been drafted to provide 
for a gift rather than a sale at less than the land’s present value. 
Congress has not established a policy with respect to conveyances 
such as this to Indian tribes, but the usual practice in the past has 
been to make the conveyances as gifts. We so recommended to the 
85th Congress in the case of proposed conveyances to the Santo 
Domingo Pueblo and to the Cheyenne and Arapahoe Tribes. Unless 
acontrary policy is adopted for general application, we believe that 
this conveyance to the Warm Springs Indians should not be handled 
on a different basis. We see no justification for giving land to one 
tribe and selling land to another tribe when the circumstances are 
comparable. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this proposed legislation to the Congress. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


a Be ae eee ae, tit oo | 


FEDERAL LAND TO WARM SPRINGS RESERVATION, OREG. 3 


A BILL To donate to the Confederated Tribes of the Warm Springs Reservation, 
Oregon, approximately 48.89 acres of Federal land 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That all of the right, title, 
and interest of the United States in the land described below are 
hereby declared to be held in trust for the Confederated Tribes of the 
Warm Springs Reservation, Oregon: Commencing at a point 5.38 
chains West of Center of Section 25, Township 9 South, Range 12 
East, North 30 chains, West 17.08 chains, South 20 chains, East 2.50 
chains, South 10 chains, East 14.63 chains to point of beginning, 
containing 48.89 acres more or less, being parts of Lots 5, 6, 11, 12, 
and 14 of Section 25, Township 9 South, Range 12 East, Willamette 
Meridian, Jefferson County, Oregon. 


0 a. 
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AUTHORIZING A PER CAPITA DISTRIBUTION OF FUNDS ARISING 
FROM A JUDGMENT IN FAVOR OF THE CONFEDERATED TRIBE 
OF SILETZ INDIANS IN THE STATE OF OREGON, AND FOR OTHER 
PURPOSES 


Jung 2, 1959.—Ordered to be printed 


Mr. NevusBercer, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 2029] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 2029) to authorize a per capita distribution of funds 
arising from a judgment in favor of the Confederated Tribe of Siletz 
Indians in the State of Oregon, and for other purposes, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of S. 2029, introduced by Senator Neuberger, is to 
authorize a per capita distribution of funds arising from a judgment 
' favor of the Confederated Tribe of Siletz Indians in the State of 

regon. 

The Indian Claims Commission has awarded a judgment to the 
Confederated Tribe of Siletz Indians based on inadequate and uncon- 
scionable consideration for lands taken under an 1892 agreement. 
The amount of the award was $416,240.85. The money was appro- 
priated by the Supplemental PPR ene Act, 1959, and is on deposit 
in the Treasury to the credit of the tribe at 4 percent interest. Attor- 
ney fees and expenses will be deducted from the judgment when they 
have been determined by the Indian Claims Commission. 

The Confederated Tribe of Siletz Indians, among others, were 
terminated from Federal supervision and control by the act of Au- 
gust 13, 1954 (68 Stat. 724). That act provided that a final roll of 
tribal members be prepared of those members living on the date of 
the act. S. 2029 provides that this same roll be used for distributin 
the judgment fund. If an enrollee is deceased, his share shall be pai 
to his next of kin or legatee as determined by the laws of the place of 
domicile of the decedent upon proof of death and inheritance satis- 
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factory, to the Secretary. Shares payable to persons under 21 or 
undér tegal disability are to be’ paid‘ in accordance with ‘the ‘laws 
appli¢able to such'persons in the place of his domicile, or inthe dis- 
cretion of the Secretary to the natural parent or fuardian. 

Costs incurred in the preparation of the role and in the payment of 
=e are to be paid by appropriate withdrawals from the judgment 
und. 

The ‘funds to be distributed are not: to be subject to. Federal. or 
State income ‘tax. 

The favorable report of the Department of the Interior recommend- 
ing the enactment of S. 2029 follows: 


_ DEPARTMENT OF THE INTERIOR, 

OFFICE OF THE SECRETARY, 
Washington,.D:C., May 25, 1959. 
Hon. James B. Murray, 
Chairman, Committee on Interior and Insular Affairs, 

U.S, Senate, Washington, D.C. 

Dear SenAvroR Mtrray: Yotr ¢ommittee has requested a report 
on S. 2029, a bill to authorize a per capita distribution of funds arising 
from a judgment in favor of the Confederated Tribe of Siletz Indians 
in the State of Oregon, and-for other purposes. 

We recommend that the bill be enacted. 

The Confederated Tribe of Siletz Indians has recovered in the Indian 
Claims Commission a judgment for $415,240.85. The money was 
appropriated by the Supplemental Appropriation Act, 1959, and is on 
deposit in the Treasury to the account of the tribe. It bears interest 
at 4 percent. There will be deducted from the judgment) attorney 
fees and expenses when they have'béen determined by the Indian 
Claims Commission. 

The judgement is based upon inadequate and unconscionable con- 
sideration for lands taken under an 1892 agreement that was ratified 
on August 15, 1894 (28 Stat. 286). The lands involved were part 
of the former Siletz Reservation. 

The Indian Claims Commission found that the Confederated Tribe 
of Siletz Indians has as its membership descendants of the various 
tribes or bands that were parties to the 1892 agreement, and that no 
other Indians or groups are entitled to share in the judgment. 

The act of August 13, 1954 (68 Stat. 724) provided for the termina- 
tion of Federal supervision over the trust and restricted property of 
certain tribes in Oregon, including the Confederated Tribe of Siletz 
Indians. Pursuant to section 3 of that act a final membership roll 
of the Confederated Tribe was prepared, which contained the names 
of all members who were living on the date of the act. That roll was 
used for the distribution of the assets of the Confederated Tribe. We 
believe that it should also be used for the distribution of the additional 
asset represented by the judgment awarded by the Indian Claims 
Commission. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


O 
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TO SET ASIDE AND RESERVE MEMALOOSE ISLAND, COLUMBIA 
RIVER, OREG., FOR THE USE OF THE DALLES DAM PROJECT AND 
TRANSFER CERTAIN PROPERTY TO THE YAKIMA TRIBE OF 
INDIANS IN EXCHANGE THEREFOR 


Jung 2, 1959.—Ordered to be printed 


Mr. NevsBerce_r, from the Committee on Interior and Insular Affairs, 
sbumitted the following 


REPORT 


[To accompany H.R. 5728] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 5728), to set aside and reserve Memaloose 
Island, Columbia River, Oreg., for the use of the Dalles Dam project 
and transfer certain property to the Yakima Tribe of Indians in ex- 
change therefor, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE 


The purposes of H.R. 5728 are to repeal the act of June 24, 1926 
(44 Stat. 768), which reserved Memaloose Island in the Columbia 
River in Wasco County, Oreg., for use as a Yakima Indian cemetery; 
to set aside the island (which is now inundated) for use by the Depart- 
ment of the Army in connection with the Dalles project; and to 
transfer to the Secretary of the Interior an 8.5-acre tract of land in 
Klickitat County, Wash., to be held by him in trust for the Yakima 
Indians and to be used by them as a substitute burial ground. 

The former Indian burial ground on Memaloose Island was granted 
to the Yakima Indians and Eonfederated Tribes by the act of June 24, 
1926. When it became apparent that the island would be flooded as 
a result of the construction and operation of the Dalles Dam, the 
Department of the Army, with the concurrence of the Yakima Tribe, 
relocated the remains to the 8.5-acre tract in Klickitat County, Wash., 
mentioned above. The new location was accepted by the tribal 
council on May 7, 1957, and is known as Wish-ham Cemetery. The 
tribal council has agreed, as the bill requires, to maintain the cemetery 
without expense to the United States, 
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The need for the legislation.arises from two causes. First, an act 
of Congress is required to rescind the 1926 reservation of Memaloose 
Islarid as a burial ground. Second, as explained in the’Secretary of 
the Army’s letter, an act of Congress is required to transfer the right; 
title, and interest of the United States in the tract comprising the 
Wish-ham Cemetery to the Secretary of the Interior as trustee for 
the Yakima Tribe. 

cost 


Enactment of H.R. 5728 will entail no-cost to, the United States 
beyond that:which has already been incurred in the relocation of the 
cemetery to lands acquired by the Department of the Army. 


RECOMMENDATIONS OF DEPARTMENTS 


The executive eommunication from, the Secretary of the Army 
recommending enactment of this legislation follows: 

DA Pr Ee Marcu 6, 1959. 
Hon. Ricuarp M. Nrxon, 
President of the Senate, :' Tviasts ee 

Dear Mr. Nixon: There isforwarded herewith a draft of legisla- 
tion to set aside and’ reserve Memaloose Island, Columbia River, 
Oreg., for the use of the Dalles Dam_project and transfer certain prop- 
erty to the Yakima Tribe of Indians i exchange therefor. 

The submission of this legislation is in accordance with procedures 
approved by the Secretary of ‘Defense.’ Phe Bureau of the Budget 
has advised that it has no objection to the submission of this proposal 
for the consideration’ of the Congress and {the Department of the 
Arniy recommends its enactment. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to reserve and set aside 
Memaloose Island in the Columbia River, Oreg., for use in connection 
with the Dalles Dam project and transfer to the Yakima Tribe of 
Indians a burial ground in exchange for the one on the island granted 
by thé aet of, June 24, 1926 (44 Stat; 768). 

Construction of the Dalles Dam, as authorized by the act of May 17, 
1950 (64 Stat. 163, 179), has inundated Memaloose Island in the 
Columbia River, Wasco County, Oreg., on which an Indian cemetery 
had been established by the Yakima Indians and Confederated 
Tribes under authority of the above-cited act of June 24, 1926. 
Since the island was withdrawn from the public domain and reserved 
for use as an Indian burial ground by statute, it, cannot be set aside 
for the exclusive use of the Dalles Dam project without further 
legislation. However, the Corps of Engineers took action necessary 
to permit the project to proceed while protecting the interests of those 
involved. 

After the collective tribes referred to in the 1926 act, now known as 
the Yakima Tribe of Indians, had concurred, the Department of the 
Army, at a cost of $58,327, relocated the remains from Memaloose 

“Island. The replacement site selected is an 8.5-acre part of a larger 
tract in Klickitat County, Wash., acquired for the project at a pro- 
rated cost of $600. On May 7, 1957, the tribal council of the Yakima 
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Indians accepted the new burial ground, designated as ““Wish-ham 
Cemetery,” and agreed to maintain it. 

The Department of the Army, has authority, in relocating and 
reestablishing cemeteries, to effect‘an exchange ob real estate interests. 
However, the Indians do not. have,.a transferable interest in»the 
burial grounds on Memaloose Island. It is therefore doubtful whether 
the Secretary of the Army can transfer to the Indians fee title to the 
new cemetery, even though there is no reason for the United States 
to retain any, interest in it. In addition, since legislation.is required 
to, extinguish thé Indians” interest in Memaloose Island and set, it 
aside for water resource development project purposes, it appears 
desirable to provide for all actions-in one Bill. 

Enactment of the enclosed draft bill will assure the exclusive use 
of Memaloose Island in the interest of the Dalles-Dam project while 
protecting the interests of the Indians by transferring the new burial 
grounds to the Yakima Tribe of Indians. Repeal of the act of June 
24, 1926, in its entirety, will not affect the proviso to retain undisturbed 
the grave and monument of one Victor Trevitt since this grave is 
actually on another Memaloose Island approximately 18 miles down- 
stream and outside of the Dalles Dam project area. 


COST AND BUDGET DATA 


The enactment of this proposal would cause no increase in budget- 
ary requirements of the Department of the Army. 
Sincerely yours, 
Witper M. Brucker, 
Secretary of the Army. 


A BILL To set aside and reserve Memaloose Island, Columbia Rive,y, 
Oregon for the use of the Dalles Dam project and transfer certain 
property to the Yakima Tribe of Indians in exchange therefor 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
Act of June 24, 1926 (44 Stat. 768) concerning the withdrawal 
and use of Memaloose Island, Wasco County, Oregon is re- 
pealed and the Island, as described in said Act, is withdrawn 
from entry, sale, or other disposition and set aside for use by 
the Department of the Army in connection with The Dalles 
Dam project on the Columbia River. 

Src. 2. There is hereby taken by the United States, for 
the Dalles Dam project, the entire interest held in Memaloose 
Island by the Yakima Tribe of Indians, or any individual 
Indians; and in exchange therefor the Secretary of the Army 
or his designee shall convey to the Tribe the substitute burial 
ground designated as the Wish-ham Cemetery in Klickitat 
County, Washington, containing approximately 8.5 acres 
of land. 

CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (H.R. 
5728) as reported, are shown as follows (existing law proposed to be 
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omitted is.enclosed in black brackets, new matter is printed in italie, 
existing law in which no change is proposed is shown in roman); 


Act oF JuNE 24, 1926 (44 Srat. 768) 


[Memaloose Island in the Columbia River, described as lot 2 of 
section 16, township 2 north, range 14 east of the Willamette meridian 
in Oregon, be, and is hereby, withdrawn from entry, sale, or other 
disposition and set aside for the use of the Yakima Indians and 
Confederated Tribes as a burial ground: Provided, That the grave 


and monument of Victor Trevitt on said island shall remain 
undisturbed.] O 
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AUTHORIZING U.S, COAST GUARD TO FURNISH NEEDED 


SUPPLIES AND SERVICES TO VESSELS ON REIMBURS- 
ABLE BASIS 


JUNE 2, 1959.—Ordered to be printed - 


Mr. Maenvuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 1367] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1367) to amend title 14, United States Code, 
entitled “Coast Guard,” to authorize the Coast Guard to sell sup- 
plies and furnish services not available from local sources to vessels 
and other watercraft to meet the necessities of such vessels and water- 
craft, having considered the same, report favorably thereon without 
amendment and recommed that the bill do pass. 


PURPOSE OF THE BILL 


S. 1367 would amend chapter 17 of title 14, United States Code, by 
adding a new section, 654, which would authorize the Coast Guard to 
sell to public and commerical vessels and other watercraft, under such 
regulations as the Secretary of the Treasury may prescribe, such fuel 
and supplies, and to furnish such services, as may be required, in 
situations where the vessel or other craft is unable to procure these 
items from other sources at its current location, and is unable to 

| proceed to the nearest port where such supplies, etc., may be obtained 

| without endangering the safety of the ship, the health and comfort of 
| its personnel, or the safe condition of the property carried aboard. 

he Secretary would be empowered to establish such prices for the 

! supplies, etc., as he deems reasonable, with payment to be made in 

cash or on such other basis as will reasonably assure prompt payment. 

Authority for such sales, and the furnishing of such services, is now 
provided by statute to the Secretary of the Navy. 

Provision to the Secretary of authority to require reimbursement to 
the Government for supplies and/or services in such situations as the 
bill envisages is not designed to affect in any way the Coast Guard’s 
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traditional function and responsibility for providing assistance and 
comfort to vessels in distress from storms, collisions, or other causes, 
It is intended simply to permit repayment of costs incurred by the 
Government in those cases where the assistance supplied is of a humani- 
tarian nature. 

The Department of the Interior, in its report on the bill, dated 
April 24, states: 


It is appreciated that many situations may arise when 
the authority to be established by the bill would be most 
helpful to owners of commercial vessels and private water- 
craft, and could be the means of preventing great losses or 
extreme hardships to the owners or personnel of these vessels. 


The Department of Commerce reported favorably on the bill. No 
opposition was recorded. 

The reports of the Department-of Commerce, the Department of 
the Interior, the Department of the Navy, and the Comptroller 
General are printed herewith. 

There is no change in existing law. 


Tue SrcrRETARY OF COMMERCE, 
Washington, D.C., May 19, 1959. 
Hon. Warren G. Maanvuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Dear Mr. Cuarrman: This letter is in reply to your request of 
March 12, 1959, for the views of this Department with respect to 
S. 1367, a bill to amend title 14, United States Code, entitled ‘Coast 
Guard,” to authorize the Coast Guard to sell supplies and furnish 
services not available from local sources to vessels and other water- 
craft to meet the necessities of such vessels and watercraft. 

The bill would authorize the Secretary of the Treasury (U.S. Coast 
Guard) to sell supplies and furnish services to public and commercial 
vessels and other watercraft in situations where such supplies or serv- 
ices cannot be locally procured. The bill is designed to continue these 
humanitarian benefits in distress situations, and yet provide for reim- 
bursements of cost to the Government at the time or at a later date, 
as may be appropriate. Similar authority now exists with respect to 
such aid by the Navy Department. 

The Department of Commerce recommends favorable consideration 
of the bill. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
Freperick H. MuELueEr, 
Under Secretary of Commerce. 
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US. Department GF THE INTHRIOR, 
OFrFIcE oF THE SECRETARY, 
Washington, D.C., April 24, 1959. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Dear SENATOR MaGnuson: Your committee has requested a report 
on S. 1367, a bill to amend title 14, United States Code, entitled 
“Coast Guard,” to authorize the Coast Guard to sell supplies and 
furnish services not available from local sources to vessels and other 
watercraft to meet the necessities of such vessels and watercraft. 

No recommendation is made concerning the enactment of the bill 
since its administration is not within the province of this Department. 

The purpose of S. 1367 is to amend chapter 17-of title 14, United 
States Code, by adding a new section, 654, which would permit the 
Coast Guard fo sell to public and commercial vessels and other water- 
craft, such fuel and supplies as-may be needed, when not available 
from local sources, and to furnish such other services as may be 
required under limited conditions. The Secretary of the Treasury 
would prescribe the regulations and establish the cash prices for the 
items sold. 

It is appreciated that many situations may arise when the authority 
to be established by the bill would be most helpful to owners of com- 
mercial vessels and private watercraft, and could be the means of 
preventing great losses or extreme hardships to the owners or per- 
sonnel of these vessels. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 





DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Orricr or LeGistAtivEe Liaison, 
Washington, D.C., May 18, 1959. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 
My Dear Mr. CuHarrMan: Your request for comment on S. 1367, 
a bill to amend title 14, United States Code, entitled “Coast Guard,” 
to authorize the Coast Guard to sell supplies and furnish services not 
available from local sources to vessels an other watercraft to meet the 
necessities of such vessels and watercraft, has been assigned to this 
Department by the Secretary of Defense for the preparation of a 
report thereon expressing the views of the Department of Defense. 
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The purpose of this bill.is to authorize the Coast Guard to sell 
supplies and furnish services to vessels when necessary to enable 
such vessels to reach port safely. Section 7228 of title 10, United 
States Code, now grants the Navy essentially this same authority. 
The Department of the Navy, on behalf of the Department of Defense, 
interposes no objection to the enactment of S. 1367. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on S. 1367 to the Congress. 

Sincerely yours, 
Joun S. McCarn, Jr., 
Rear Admiral, U.S. Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 





CompTrRoLLeR GENERAL OF THE Unitep Starss, 
Washington, April 1, 1969. 
Hon. Warren G. MacGnvuson, 
Chairman, Committee on Interstate and Foreign Commerce, 

U.S. Senate. 

Dear Mr. CuarrMan: Further reference is made to your letter of 
March 12, 1959, acknowledged March 16, requesting our comments 
on S. 1367, 86th Congress, Ist session, entitled ‘‘A bill to amend 
title 14, United States Code, entitled ‘Coast Guard,’ to authorize the 
Coast Guard to sell supplies and furnish services not available from 
local sources to vessels and other watercraft to meet the necessities of 
such vessels and watercraft.” 

This bill would amend chapter 17 of title 14, United States Code, 
to extend to the Coast Guard similar authority now possessed by the 
Department of the Navy under 10 U.S.C. 7228. Coast Guard officials 
advised representatives of our Office that they are advocating passage 
of the bill so that a reasonable charge can be made for emergency 
supplies and services furnished to vessels unable to reach port under 
their own power. 

On the basis of our knowledge of the activities of the Coast Guard, 
we see no objection to the passage of the bill. 

Sincerely yours, 
Frank H. Werrze&u, 
Acting Comptroller General of the United States. 


O 
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AUTHORIZING COAST GUARD TO SELL CERTAIN UTILI- 
TIES TO PURCHASERS IN IMMEDIATE VICINITY 


June 2, 1959.—Ordered to be printed _ - 


Mr. Macnuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany §8. 577] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 577) to amend title 10, United States Code, 
section 2481, to authorize the U.S. Coast Guard to sell certain utilities 
in the immediate vicinity of a Coast Guard activity not available from 
local sources, having considered the same, report favorably thereon 
with an amendment and recommend that the bill, as amended, do pass. 


AMENDMENT 


The amendment is merely technical, the deletion of the word ‘‘the”’ 
at the end of line 9, page 1, so that section 2481 will read smoothly 
after amendment. 

PURPOSES OF THE BILL 


S. 577 would extend to the Secretary of the Treasury similar au- 
thority with regard to Coast Guard facilities as is now provided by 
statute to the Departments of the Army, the Navy (including the 
Marine Corps), and the Air Force. Section 2481 of title 10 now 
authorizes the Secretaries of these departments to sell certain utility 
services to purchasers within or close to their military facilities when 
the utilities are not available from other sources, provided that the 
sale thereof is in the interest of national defense, or in the public 
interest. The statute further provides for minor extensions of utility 
services where necessary; revenues therefrom are directed to be ap- 
plied to the departmental appropriations. 

Presently, there is a somewhat anomalous situation existing, to the 
effect that, during wartime or national emergency, when the Coast 
Guard is operating as a service of the Navy, Coast Guard utilities 
could be furnished as provided in S. 577. However, the authority 
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to furnish the services would terminate when the war or emergency 
period ended and the Coast Guard reverted to the Department of the 
Treasury. The possible hardship or embarrassment likely to ensue 
from such statutory termination also would be possible as consequence 
of the transfer of a military activity to the Coast Guard. 

Certain of the Coast Guard facilities are situated in isolated areas, 
and enactment of the proposed legislation would meet the utility 
needs of persons, including Coast Guardsmen and their families, living 
m the vicinity of such activities. 

Enactment is favored by the Department of the Navy, reporting 
for the Defense Establishment. No objection has been registered on 
the part of Government departments, or from any other source, 
Reports of the departments are appended. 


THe SECRETARY OF ComMMERCE, 
Washington, D.C., April 16, 1959. 
Hon. Warren G. Maanvson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Mr. CuaarrMan: This letter is in reply to your request dated 
January 22, 1959, for the views of this Department with respect to 
S. 577, a bill to amend title 10, United States Code, section 2481, to 
authorize the U.S. Coast, Guard to sell certain utilities in the imme- 
diate vicinity of a Coast Guard activity not available from local 
sources. 

Section 2481 of title 10, United States Code, authorizes the sale to 
purchasers in or near military installations of certain utilities and 
services by the military departments, provided they are not available 
from other local sources. S. 577 would authorize the Coast Guard 
to sell the same utilities and services to isolated inhabitants whose 
close association with the Coast Guard is highly desirable. 

The Department of Commerce sees no objection to extending this 
authority to the Coast Guard. 

We have been advised by the Bureau of the Budget that there 
would be no objection to the submission of this report to your 
committee. 

Sincerely yours, 
F. H. Mvuet.er, 
Under Secretary of Commerce, 





DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 10, 1959. 
Hon. Warren G. MacGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


My Dear Mr. CuarrmMan: Reference is made to your request to 
the Secretary of Defense for. the views of the Department of Defense 
with respect to S. 577, a bill to amend title 10, United States Code, 
section 2481, to authorize the U.S. Coast Guard to sell certain utilities 
in the immediate vicinity of a Coast Guard activity not available 
from local sources. The Secretary of Defense has delegated to the 
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Department of the Navy the responsibility for reporting the views 
of the Department of Defense thereon. 

The purpose of the bill is to extend to the Secretary of the Treasury, 
for Coast Guard facilities, the same authority as presently authorized 
the Secretaries of the military departments to sell certain utility serv- 
ices to purchasers within or in the immediate vicinity of their ac- 
tivities when the utilities are not available from another local source, 
and the sale is in the interests cf national defense, or in the public 
interest; to credit the proceeds to the appropriation; and to make 
minor extensions of utility facilities. 

The Department of the Navy on behalf of the Department of 
Defense favors the enactment of this proposed legislation. However, 
in order that section 2481 will read smoothly after amendment, it is 
recommended that the word “the” appearing at the end of line 9 on 
page 1 be deleted. -- 

It is noted that under existing law, when the Coast Guard is oper- 
ating as a service in the Navy, the Coast Guard activity would also 
be a Navy activity, and the utilities could be furnished. ‘Thus, the 
cessation of hostilities and the return of the Coast Guard to the 
Treasury could require under present law the termination of utility 
service previously furnished causing hardship and embarrassment. 
The same difficulty could exist on the transfer of a military activity to 
the Coast Guard. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report on 8. 577 to the Congress. 

Sincerely yours, 
Joun S. McCain, Jr., 
Rear Admiral, U.S. Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 





CoMPTROLLER GENERAL OF THE UNITED SrarTes, 
Washington, D.C., January 28, 1959. 
Hon. WarrEN G. MaaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 


Dear Mr. Cuatrman: Your letter of January 22, 1959, requests our 
comments on 8. 577, to authorize the U.S. Coast Guard to sell certain 
utilities in the immediate vicinity of a Coast Guard activity not 
available from local sources. 

This bill, which is identical to S. 3737 of the 85th Congress, would 
amend section 2481, title 10, of the United States Code to extend to the 
Coast Guard the authority now possessed by the Department of the 
Army, the Navy (including the Marine Corps), and the Air Force to 
sell certain utilities to purchasers within or in the immediate vicinity 
of activities of those services, if it is determined that such utilities are 
not available from another local source and that the sale is in the 
interest.of national defense or in the public interest. 

We understand that this legislation is proposed to meet certain 
needs of persons living in the vicinity of isolated activities of the 
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Coast Guard and who are not provided such utilities by local sources, 
On the basis of our knowledge of the activities of the Coast Guard, 
we perceive no objections to the bill. 
Sincerely yours, 
JosEPpH CAMPBELL, 
Comptroller General of the United States, 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, changes in existing law made by the bill as reported are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


CHAPTER 147—UTILITIES AND SERVICES 


Sec. 2481. Utilities and services: sale; expansion and extension of 
systems and facilities. 


(a) Under such regulations and for such periods and at such prices 
as he may prescribe, the Secretary [of a military department] con- 
cerned or his designee may sell or contract to sell to purchasers within 
or in the immediate vicinity of an activity of the Army, Air Force, 
[or] Marine Corps, or Coast Guard, as the case may be, any of the 
following utilities and related services, if it is determined that they 
are not available from another local source and that the sale is in the 
interest of national defense or in the public interest: 

(1) Electric power. 

(2) Steam. 

(3) Compressed air, 

(4) Water. 

(5) Sewage and garbage disposal. 

) Natural, manufactured, or mixed gas. 
(7) Ice. 

(8) Mechanical refrigeration, 
(9) Telephone service. 
a. 


(c) To meet local needs the Secretary [of the military department] 
concerned may make minor expansions and extensions of any dis- 
tributing system or facility within an activity through which a utility 
or service is furnished under subsection (a). (August 10, 1956, ch, 
1041, sec. 1, 70A Stat. 141.) 
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MAKING PAYMENTS TO INDIANS FOR DESTRUCTION 
OF FISHING RIGHTS AT CELILO FALLS EXEMPT FROM 
INCOME TAX 


June 3, 1959.—Ordered to be printed ~ ~ 


Mr. NevserGer, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany 8. 1976} 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 1976) to make payments to Indians for destruction 
of fishing rights at Celilo Falls exempt from income tax, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of S. 1976, introduced by Senator Neuberger, is to 
make exempt from Federal or State income tax the payment to 
Indians arising from the destruction of fishing rights at Celilo Falls, 


Construction of the Dalles Dam on the Columbia River, authorized 
by the act of May 17, 1950 (64 Stat. 163, 179), bas resulted in the 
inundation of the Celilo Falls fishing site which, by treaty, was used 
by various Indians. The acts of July 27, 1953 (67 Stat. 197, 198), and 


June 30, 1954 (68 Stat. 330, 331), authorized payment to the Indians 
as follows: 


The funds appropriated herein may at the discretion and 
under the direction of the Chief of Engineers be used in 
— to the accounts of the Confederated Tribes of the 

akima Reservation; the Confederated tribes of the Warm 
Springs Reservation; the Confederated Tribes of the 
Umatilla Reservation; or other recognized Indian tribes, 
and those individual Indians not enrolled‘in any recognized 
tribe, but who through domicile at or in the immediate 
vicinity of the reservoir and through custom and usage are 
found to have an equitable interest in the fishery, all of 
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whose fishing rights and interests will be impaired. by the 
Government incident to the construction, operation, or 
maintenance of the Dalles Dam, Columbia River, Wash. 
and Oreg., and must be subordinated thereto by agreement 
or litigation. 

Agreements were made with the Yakima, Warm Springs, Umatilla, 
and Nez Perce Tribes and payments of $15,019,640, $4,451,784.26, 
$4,616,971.06, and $2,500,000; respectively, were credited to the: ac- 
counts of the tribes in;the U.S. Treasury. The tribes now wish to 
divide their funds on a per capita basis among their membership. 
However, the Internal Revenue Service has ruled that while the sums 
paid to the tribes are not subject.to income tax, once the payments 
are distributed to the individual members they will become taxable 
as capital gain. 

For a number of years Congress has provided in bills authorizing 
the distribution of tribal funds to individual members of a tribe that 
income taxes, State.or, Federal, shall not.apply.. For example,.all.of 
the bills terminating Indian tribes and calling for the distribution of 
tribal assets specifically exempt funds distributed to the terminated 
Indians from taxation. Likewise, in connection with the distribution 
of judgment funds awarded to Indians bythe Indian Claims Commis- 
sion, Congress makes provision for the exemption of the individual 
moneys from taxation. ‘S,.1976. merely extends to the recipients of 
the funds in payment for the loss of the Celilo fishing grounds the 
same tax provisions.that are extended to Indians generally when their 
properties are taken for a public purpose, 

he executive communication of the Department of the Interior 
dated May 7, 1959, requesting the enactment of this legislation is. as 
follows: 
U.S. DEPARTMENT OF THE INTERIOR, 

OFFICE OF THE SECRETARY, 

Washington, D.C., May 7, 1959. 
Hon. Ricsarp Nrxon, 
President of the Senate, 
Washington, D.C, 

Dear Mr. Presivent: Enclosed herewith is a draft of a proposed 
bill to make payments to Indians for the destruction of fishing rights 
at Celilo Falls exempt from income tax. 

We recommend that the proposed bill be referred to the appropriate 
committee for. consideration, and we recommend that it be enacted. 

The construction of the Dalles Dam .on the Columbia River in 
Washington and Oregon by the Corps of Engineers pursuant to the 
authorization in:the Rivers and Harbors Act. of May 17, 1950 (64 
Stat. 163, 179), has caused the inundation of Celilo Falls.and the loss 
to the Indians of an important fishing site. The right of the Indians 
to the use of the fishing site is recognized by treaty. 

The acts, of July 27,1953 (67 Stat. 197, 198), and June 30,, 1954 
(68 Stat, 330, 331), authorize payment to the Indians as follows: 

“The funds appropriated herein may at the discretion and under the 
direction of the Chief of Engineers be used in payment to the accounts 
of the Confederated Tribes of the Yakima Reservation, the Confeder- 
ated Tribes of the Warm Springs Reservation, the Confederated 
Tribes of the Umatilla Reservation, or other recognized Indian tribes, 
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and those individual Indians not enrolled in any recognized tribe, but 
who through domicile at or in the immediate vicinity of the reservoir 
and through custom and usage are found to have an equitable interest 
in the fishery, all of whose fishing rights and interests will be impaired 
by the Government, incident to the construction, operation, or main- 
tenance of the Dalles Dam, Columbia River, Wash. and Oreg., and 
must be subordinated thereto by agreement or litigation.” 

Agreements have been made pursuant to this authorization for the 
following payments, and the money has been placed to the credit of 
the tribes in the U.S. Treasury: 


TAREE. .ncscauhkneSdbdns DO. tee taeasaoc. $15, 019, 640. 00 
SN CROUENONN.. << oa aac ceevmraritininapaainataeacieinaalda eta maab ee 4, 451, 784. 26 
NII cs sk wr ce scp sh str isi ssa a en eae eae ade eam 4, 616, 971. 06 
BOE PWRUS . ccnnnsuccccnccnnpaceweeusineeeaaeeaeaiie: ae 


The tribes intend to divide these funds among their members and 
make them available to the members for use in accordance with plans 
approved by the Department. The Internal Revenue Service has 
taken the position that the funds are not subject to the income tax 
while they are in the hands of the tribes, but that when the funds are 
distributed to the individual Indians they will be taxable as capital 

ain. 

, It has been the practice of Congress when authorizing the distri- 
bution of tribal funds to the members of a tribe to provide that the 
funds shall not be subject to income tax. This is particularly true when 
the funds represent the value of a tribal capital asset that has been 
taken from the tribe by the United States. See, for example, the 
statutes authorizing the distribution of judgments against the United 
States recovered by tribes in the Indian Claims Commission based 
upon inadequate compensation for lands taken (act of Aug. 30, 1954, 
68 Stat. 979; act of Aug. 1, 1955, 69 Stat. 431; act of May 9, 1958, 72 
Stat. 105), and the statutes authorizing payment for the taking of 
tribal lands in connection with the Missouri River flood control pro- 
gram (act of Sept. 2, 1958, 72 Stat. 1762; act of Sept. 2, 1958, 72 Stat. 
1766; act of Sept. 2, 1958, 72 Stat. 1773), and the statutes providing 
for a termination of Federal supervision over the affairs of certain 
Indian tribes (act of Aug. 13, 1954, 68 Stat. 718; act of Aug. 13, 1954, 
68 Stat. 724; act of Sept. 1, 1954, 68 Stat. 1099). 

The payments for the destruction of the fishing site at the Dalles 
Dam should likewise be exempted from income tax, both when in the 
hands of the tribes and when divided among the individual Indians 
involved. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this proposed legislation. 

Sincerely yours, 
Roaer Ernst, 
Assistant Secretary of the Interior. 


O 
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ATTENDANCE AT MEETING OF COMMONWEALTH 
PARLIAMENTARY ASSOCIATION 


ao 


JuNE 3, 1959.—Ordered to be printed 


Mr. Haypen, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Con. Res. 29 and 8. Res. 114] 


The Committee on Rules and Administration, to whom were 
referred the concurrent resolution (S. Con. Res. 29) and the simple 
resolution (S. Res. 114) providing, respectively, for congressional or 
senatorial (alone) representation at the next general meeting of the 
Commonwealth Parliamentary Association, to be held in Australia, 
report favorably thereon without amendment and recommend that 
the resolutions be approved by the Senate. 

The concurrent resolution (S. Con. Res. 29) provides for the appoint- 
ment by the Vice President and the Speaker of the House of Repre- 
sentatives of four Members of the Senate and four Members of the 
House, respectively, to represent the Congress of the United States 
at the next general meeting of the Commonwealth Parliamentary 
Association, to be held in Australia in early November 1959. Not to 
exceed $15,000 would be provided for each delegation, to be paid from 
the contingent fund of the House of which they are Members. 

The simple resolution (S. Res. 114) is in the nature of standby 
legislation to be effective only in the event that the House does not 
take action on the concurrent resolution. It provides for the appoint- 
ment by the Vice President of four Members of the Senate to attend 
the meeting and authorizes the expenditure of not to exceed $15,000 
from the contingent fund of the Senate for the payment of their 
expenses. 

Additional information on the purposes of Senate Concurrent 
Resolution 29 and Senate Resolution 114 is contained in the report 
(S. Rept. 238, 86th Cong.) by the Committee on Foreign Relations to 
accompany the two resolutions. 
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SAFEGUARDING BENEFITS OF INCOMPETENT VETERANS 


June 5, 1959.—Ordered to be printed 





- 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H.R. 6319] 


The Committee on Finance, to whom was referred the bill (H.R. 
6319) to amend chapter 55 of title 38, United States Code, to establish 
safeguards relative to the accumulation and final disposition of certain 
benefits in the case of incompetent veterans, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE 


This bill is designed to prevent gratuitous benefits for incompetent 
veterans receiving care at public expense from accumulating in ex- 
cessive amounts and passing upon the death of the veteran to relatives 
having no claim against the Government on account of the veteran’s 
military service. 

GENERAL EXPLANATION 
Section 1 


Provides that upon the death of a mentally incompetent veteran 
all gratuitous benefits deposited by the Veterans’ Administration 
before or after enactment of these amendments in the personal funds 
of patients’ accounts held by VA hospital and regional office managers 
shall be payable only to the surviving spouse, or the children (without 
regard to age or marital status) if there is no spouse, or the dependent 
parents if there is neither a surviving spouse or child. Any balance 
would be deposited to the applicable current appropriation except for 
reimbursement to a person who bore the expense of the last sickness 
or burial of the veteran. At present these funds at the death of the 
incompetent institutionalized veteran are disposed of as a part of his 
estate and, in some instances, would therefore be paid to remote heirs. 


Section 2 


_ Establishes advance controls to prevent the accumulation of exces- 
sive amounts in the estates of incompetent veterans without depend- 
ents who are hospitalized in VA hospitals. Under existing law pay- 
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ments of compensation, pensions, or emergency officers’ retirement 
pay tosuch veterans are discontinued when his estate from any source 
equals or exceeds $1,500 and are not resumed until his estate is re« 
duced to $500. Section 2 makes this limitation applicable where the 
incompetent veteran is being cared for in other Federal institutions or 
in State or similar public institutions. If charge is made by the in- 
stitution for the care of the veteran, payments therefor are made out 
of the eompensation.or pension which would otherwise be discontinued 
because of the $1,500 limitation. If the veteran regains competency, 
he will be paid the full amount of the unpaid benefits, and if he has a 
dependent parent, benefits otherwise not payable may be apportioned 
to the parent on the basis of need. 

The Veterans’ Administration and the Bureau of the Budget favor 
enactment of H.R. 6319. It is not possible to estimate what portion 
of the $65 million in personal funds of patients will revert to the 
ey, but it is-believed that the amount of savings will be sub- 
stantial. 

The following favorable departmental reports on this bill were re- 
ceived by the chairman: 

VETERANS’ ADMINISTRATION, 
May 20, 1959. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 


U.S. Senate, Washington, D.C. 


Dear Senator Byrp: The following comments are furnished pur- 
suant to your request for a report by the Veterans’ Administration on 
H.R: 6319, 86th Congress. 

The purpose of the bill is to establish additional statutory safe- 
uards so that upon the death of a mentally incompetent veteran 
arge amounts representing gratuitous benefits provided for the yet- 
eran will not be paid to persons having no equitable claim to such 
benefits. 

To accomplish this general purpose, the bill would change the pres- 
ent law substantially as follows: 

1. It provides that upon the death of a mentally mcompetent 
veteran all gratuitous benefits deposited by the Veterans’ Administra- 
tion before or after enactment of these amendments in the personal 
funds of patients’ accounts held by VA hospital ‘and regional office 
managers shall be payable only to the surviving spouse, or the children 
(without regard’ to age or marital status) if there is no spouse, or the 
dependent parents if there is neither a surviving spouse or child. Any 
balance would be deposited to the applicable current appropriation 
except for reimbursement to a person who bore the expense of the last 
sickness or burial of the veteran, ‘At present, these funds at the 
death of the incompetent institutionalized veteran are disposed of’as 
a part of his estate and, in some instances, would therefore be paid to 
remote heirs. 

2. The present law provides that where the Veterans’ Administra- 
tion is furnishing hospital treatment or domiciliary care to a mentally 
incompetent veteran without certain dependents’ payments of compen- 








SAFEGUARDING BENEFITS OF INCOMPETENT VETERANS 3 


sation, pension, or emergency officers’ retirement pay will be discon- 
tinued when his estate from any source equals or exceeds $1,500 and 
will not be resumed until it is reduced to $500. The bill would make 
this limitation applicable where the incompetent. veteran is being 
cared for in other Federal institutions or in State or similar public 
institutions. In recognition of the fact that many of the latter classes 
of institutions charge for the maintenance of the veteran, the bill 
enerally permits payment out of the benefit which would otherwise be 
Sasontioued because of the $1,500 limitation to cover the amount 
charged for the veteran’s current care and maintenance. 

In addition, the bill broadens the $1,500 limitation with respect to 
family status of the veteran. At present,.it applies only where the 
veteran being furnished care by the Veterans’ Administration has no 
wife, child, or dependent parent. Under the bill, this-limitation would 
apply where the incompetent veteran is being furnished care by the 
Federal Government, or any political subdivision of the United States, 
if he has no wife or child. _ This safeguard against large accumulations 
of benefits would thus apply where the institutionalized incompetent 
veteran has a dependent parent, but no wife or child. However, the 
bill contains specific authorization to the Administrator to apportion 
and pay to dependent parents, on the basis of need, all or any part 
of the benefit which would otherwise be discontinued pursuant to 
this limitation, Since the bill also contains limitations on disposition 
of personal funds of patients, this extension of the $1,500 safeguard 
is of particular significance where the veteran has a guardian to whom 
payments are being made. 

We believe that this bill will provide much more effective methods 
for achieving its basic purposes than does the present law. Some 
difficulties may be encountered with respect to the provisions limiting 
distribution of amounts in the personal funds of patients’ accounts 
which have been paid into those accounts by the Veterans’ Adminis- 
tration prior to enactment of the proposed amendments. However, 
Aad appreciate and endorse the objectives of these provisions of 
the bill. 

Because the family status of veterans is so variable, it is not possible 
to determine the number of incompetent veterans who will die in the 
future under circumstances in which the bill would have a definite 
impact. However, it is believed that its enactment will result in 
material savings to the Government while at the same time serving 
the sound purpose of precluding distribution of benefits intended for 
the veteran to persons having no proper claim upon the Government 
for them. There is presently in the personal funds of patients’ accounts 
an aggregate exceeding $65 million, the major portion of which is 
probably composed of the proceeds of gratuitous benefits, out of 
which an indeterminate amount would revert to the applicable 
appropriation under this bill. 

I recommend favorable action by the committee on H.R. 6319. 

Advice was received from the Bureau of the Budget that there was 
no objection to the submission to the Committee on Veterans’ Affairs 
of a similar favorable report on this bill. 

Sincerely yours, 
Sumner G. Wuirtrer, Administrator. 
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Tur GENERAL COUNSEL OF THE TREASURY, 
Washington, May 13, 1959. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
U.S. Senate, Washington, D.C. 


My Dear }ir. CHarrMan: Reference is made to your letter of 
May 7, 1959, asking this Department for its views on H.R. 6319, to 
amend chapter 55 of title 38, United States Code, to establish safe- 
pane relative to the accumulation and final disposition of certain 

enefits in the case of incompetent veterans. 

The proposed legislation is intended to prevent gratuitous benefits 
for incompetent veterans receiving care at public expense from 
accumulating in excessive amounts and passing upon the death of the 
veteran to relatives having no claim against the Government on 
account of the veteran’s military service. 

Since the proposed legislation relates to matters primarily within 
the jurisdiction of the Veterans’ Administration, this Department has 
no recommendations to make on the merits of the bill. 

Very truly yours, 
Netson P. Rosgz, 
General Counsel. 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D.C., May 21, 1959. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 


U.S. Senate, Washington, D.C. 


My Dear Mr. CuatrMan: This will acknowledge your letter of 
May 7, 1959, inviting the Bureau of the Budget to give its views on 
the provisions of H.R. 6319. 

H.R. 6319 would provide that gratuitous benefit payments in the 
personal funds held by a Veterans’ Administration hospital or office 
manager for an incompetent veteran may be paid at his death only 
to the surviving spouse, children, or dependent parents, or returned 
to the benefit appropriation. In addition, the present restrictions on 
benefit payments when an incompetent veteran’s estate equals or 
exceeds $1,500 while the veteran is being furnished hospital or domi- 
ciliary care by the Veterans’ Administration would also apply where 
the veteran is being cared for in other Federal institutions or in State 
or similar public institutions. This estate limitation would also be 
revised with respect to the family status of the veteran by providing 
for its application where there are dependent parents who are not 
determined to be in need. 

The Bureau of the Budget believes that the proposed restrictions 
on the disposition and accumulation of benefit estates constitutes a 
needed improvement in the veterans’ benefits programs. Attention 
is also directed to further restrictions on benefit estate formation 
proposed by the Veterans’ Administration, in H.R. 6432, which will 
complement the instant bill. 

Accordingly, the Bureau of the Budget recommends that your 
committee give favorable consideration to H.R. 6319. 

Sincerely yours, 
Puiturp S. HuaHes, 
Assistant Director for Legislative Reference. 
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CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets; new matter is printed in italics; existing law in which 
no change is proposed is shown in roman): 


§ 3202. Payments to and supervision of guardians 


(a) Except.as provided in section 1701(c) of this title, where any 
payment of benefits under any law administered by the Veterans’ 
_Administration is to be made to a minor, other than a person in the 
active military, naval, or air service, or to a person mentally incom- 
petent, or under other legal disability adjudged by a court of compe- 
tent jurisdiction, such payment may be made to the person who is 
constituted guardian, curator, or conservator by the laws of the State 
of residence of the claimant, or who is otherwise legally vested with 
the care of the claimant or his estate. Where in the opinion of the 
Administrator any guardian, curator, conservator, or mice person is 
ating as fiduciary in such a number of cases as to make it imprac- 
ticable to conserve properly the estates or to supervise the persons 
of the wards, the Administrator may refuse to aoe future payments 
in such cases as he may deem proper. Before receipt of notice by the 
Veterans’ Administration that any such person is under such other 
legal disability adjudged by some court of competent jurisdiction, 
payment may be made to such person direct. Where no guardian, 
curator, or conservator of the person under a legal disability has been 
appointed under the laws of the State of residence of the claimant, 
the Administrator shall determine the person who is otherwise legally 
vested with the care of the claimant or his estate. 

(b) Whenever it appears that any guardian, curator, conservator, or 
other person, in the opinion of the Administrator, is not properly 
executing or has not properly executed the duties of his trust or has 
collected or paid, or is attempting to collect or pay, fees, commissions, 
or allowances that are inequitable or in excess of those allowed by 
law for the duties performed or expenses incurred, or has failed to 
make such payments as may be necessary for the benefit of the ward 
or the dependents of the ward, then the Administrator may appear, 
by his duly authorized attorney, in the court which has appointed 
such fiduciary, or in any court having original, concurrent, or appel- 
late jurisdiction over said cause, and make proper presentation of 
such matters. The Administrator, in his discretion, may suspend pay- 
ments to any such guardian, curator, conservator, or other person who 
shall neglect or refuse, after reasonable notice, to render an account 
to the Administrator from time to time showing the application of 
such payments for the benefit of such incompetent or minor beneficiary, 
or who shall neglect or refuse to administer the estate according to 
law. The Administrator may appear or intervene by his duly author- 
ized attorney in any court as an interested party in any litigation 
instituted by himself or otherwise, directly affecting money paid to 
such fiduciary under this section. 

(c) Authority is hereby granted for the payment of any court or 
other expenses incident to any investigation or court proceeding for 
the appointment of any guardian, curator, conservator, or other per- 
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son legally vested with the care.of the claimant or his estate or the 
removal of such fiduciary and appointment of another, and of ex. 
penses in connection with 'the administration of such estates by stich 
fidueiaries, or in. connection with any other court proceeding hereby 
authorized, when such payment is authorized by the Administrator, 

(d) All or any part. of any. benefits the payment of which is 
suspended or withheld under this section. may, in the discretion of the 
Administrator, be paid temporarily to the person having custody and 
control of the incompetent or minor beneficiary, to be used solely for 
the benefit of such beneficiary, or, in the case of an incompetent vet- 
eran, may be apportioned to the dependent or dependents, if any, of 
such veteran. Any part not so paid and any funds of a mentally. 
mcompetent or insane veteran not paid to the chief officer of the insti- 
tution in which such veteran is an inmate nor apportioned to his 
dependent or dependents may be ordered held in the Treasury to the 
eredit of such beneficiary. All funds so held shall be disbursed under 
the order and in the discretion of the Administrator for the benefit of 
such beneficiary or his dependents. Any balance remaining in ‘such 
fund to the credit of any beneficiary may be paid to him if he recovers 
and is found competent, or if & minor, attains majority, or otherwise 
to his guardian, curator, or conservator, or, in the event of his death, 
to his personal representative, except as otherwise provided by law; 
however, payment will not be made to his personal representative if, 
under the law of his last legal residence, his estate would escheat to 
the State. Jn the event of the death of a mentally incompetent or insane 
veteran, all gratwitous benefits under laws administered by the Veterans’ 
Administration deposited before or after the date y enactment of this 
sentence in the personal funds of patients trust fund on account of such 
veteran shall not be paid to the personal representative of such veteran, 
but shall be paid to the following persons living at the time of settlement, 
and in the order named: The surviving spouse, the children (without 
regard to age or marital status) in equal parts, and the dependent parents 
of such veteran, in equal parts. If any balance remains, such balance 
shall be deposited to the credit of the applicable current appropriation; 
except that there may be paid only so much of such balance as may be 
necessary to reimburse a person (other than a political subdivision of the 
United States) who bore the expenses of last sickness or burial of the 
veteran for such expenses. 

(e) Any funds in the hands of a guardian, curator, conservator, or 
person legally vested with the care of the beneficiary or his estate, 
derived from benefits payable under laws administered by the Vet- 
erans’ Administration, which under the law of the State wherein the 
beneficiary had his last legal residence would escheat to the State, 
shall escheat to the United States and shall be returned by such 
guardian, curator, conservator, or person legally vested with the care 
of the beneficiary or his estate, or by the personal representative of the 
deceased beneficiary, less legal expenses of any administration neces- 
sary to determine that an escheat is in order, to the Veterans’ Adminis- 
tration, and shall be deposited to the credit of the applicable revolving 
fund, trust fund, or appropriation. 

(f) In the case of any incompetent veteran having no guardian, 
payment of compensation, pension, or retirement pay may be made 
in the discretion of the Administrator to the wife of such veteran for 
the use of the veteran and his dependents. 
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(g) Payment of death benefits to a widow for herself and child or 
children, if any, may be made directly to such widow, notwithstanding 
she may be a minor. 


§.3203. Hospitalized veterans and estates of incompetent institu- 
tionalized veterans 


(a)(1) Where any veteran having neither wife, child, nor dependent 
parent is being furnished hospital treatment, institutional or domi- 
ciliary care by the Veterans’ Administration any pension, compen- 
sation, or retirement pay otherwise payable shall continue without 
reduction until the first day of the seventh calendar month following 
the month of admission of such veteran for treatment or care. If 
treatment or care extends beyond that period, the pension, compensa- 
tion, or retirement pay, if $30 per month or less, shall continue with- 
out reduction, but if greater than $30 per month, the pension, com- 
pensation, or retirement pay shall not exceed 50 per centum of the 
amount otherwise payable or $30 per month, whichever is the greater. 
If such veteran is discharged from such treatment or care upon cer- 
tification by the officer in charge of the hospital, institution, or home, 
that maximum benefits have been received or that release is approved, 
he shall be paid in a lump sum such additional amount as would 
equal the total sum by which his pension, compensation, or retirement 
pay has been reduced under this section. If treatment or care is 
terminated by the veteran against medical advice or as the result of 
disciplinary action the amount by which any pension, compensation, 
or retirement pay is reduced hereunder, shall be paid to him at the 
expiration of six months after such termination or, in the event of 
his prior death, as provided in paragraph (2) of this subsection; and 
the pension, compensation, or retirement pay of any veteran leavin 
against medical advice or as the result of disciplinary action shall, 
upon a succeeding readmission for treatment or care, be subject to 
reduction, as herein provided, from the date of such readmission 
but if such subsequent treatment or care is continued until discharged 
therefrom upon certification, by the officer in charge of the hospital, 
institution, or home in which treatment or care was furnished, that 
maximum benefits have been received or that release is approved, the 
veteran shall be paid in a lump sum such additional amount as would 
equal the total sum by which his pension, compensation, or retirement 
pay has been reduced under this section after such readmission, 

(2)(A) In the event of the death of any veteran subject to the pro- 
visions of this section, while receiving hospital treatment, institutional 
or domiciliary care, or before payment of any lump sum authorized 
herein, such lump sum shall be paid in the following order of preced- 
ence: First, to the spouse; second, if the decedent left no spouse, or if 
the spouse is dead at time of settlement, then to the children (without 
regard to their age or marital status) in equal parts; third, if no 
spouse or child, then to the father and mother in equal parts; fourth, 
if either the father or mother is dead, then to the one surviving; fifth, 
if there is no spouse, child, father, or mother at the time of settlement, 
then to the brothers and sisters in equal parts. If there are no per- 
sons in the classes named to whom payment may be made under this 
paragraph, no payment shall be made, except there may be paid only 
so much of the lump sum as may be necessary to reimburse a person 
who bore the expenses of last sickness or burial, but no part of the 
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lump sum shall be used to reimburse any political subdivision of the 
United States for expenses incurred in the last sickness or burial of 
such veteran. 

B) No payment shall be made wnder the last two sentences of section 
3202(d) of this title or under this paragraph (2) unless claim therefor 
is filed with the Veterans’ Administration within five years after the 
death of the veteran, except that, if any person so entitled wnder the 
last two sentences of section 3202(d) of this title or under this paragraph 
is under legal disability at the time of death of the veteran, such five- 
year period of limitation shall run from the termination or removal of 
the legal disability. 

(b) (1) Where any veteran having neither wife, child, nor depend- 
ent parent is being furnished hospital treatment, institutional or 
domiciliary care by the Veterans’ Administration, and is rated by 
the Veterans’ Administration in accordance with regulations as being 
incompetent by reason of mental illness, the pension, compensation, 
or retirement pay of such veteran shall be subject to the provisions 
of subsection (a) of this section; however, no payment of a lump sum 
herein authorized shall be made to the veteran until after the expiration 
of six months following a finding of competency and in the event of 
the veteran’s death before payment of such lump sum no part thereof shall 
be payable. 

[(2) In any case where the estate of such incompetent veteran 
derived from any source equals or exceeds $1,500, further payments of 
such benefits (except retired pay, but including emergency officers’ 
retirement pay) shall not be made until the estate is reduced to $500. 
The amount which would be payable but for this subsection shall be 
paid to the veteran as ro vided: for the lump sum in paragraph (1) 
of this subsection, but in the event of the veteran’s death no part 
thereof shall be payable.] 

(2) In any case in which such an incompetent veteran having neither 
wife nor child is being furnished hospital treatment, institutional or 
domiciliary care without charge or otherwise by the United States, or any 
political subdivision thereof, and his estate from any source equals or 
exceeds $1,500, further payments of pension, compensation, or emergency 
officers’ retirement pay shall not be made until the estate is reduced to $500. 

he amount which would be payable but for this paragraph shall be paid 
to the veteran as provided for the lump sum in paragraph (1) of this 
subsection, but in the event of the veteran’s death before payment of such 
lump sum no part thereof shall be payable. 

(3) Where any benefit is discontinued by reason of paragraph (2) of 
this subsection the Administrator may nevertheless apportion and pay 
to the dependent parents of the veteran on the basis of need all or any 
part of the benefit which would otherwise be payable to or for such incom- 
petent veteran. Paragraph (2) of this subsection shall not prevent the 
payment, out of any remaining amounts discontinued under that para- 
graph, on account of any veteran of so much of his pension, compensation, 
or retirement pay as equals the amount charged to the veteran for his 
current care and maintenance in the institution in which treatment or 
care is furnished him, but not more than the amount determined by the 
Administrator to be the proper charge as fixed by any applicable statute 
or valid administrative siilation. 

[(3)] (4) All or any part of the pension, compensation, or retire- 
ment pay payable on account of any incompetent veteran who is being 
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furnished hospital treatment, institutional or domiciliary care may, 
in the discretion of the Administrator, be paid to the chief officer of 
the institution wherein the veteran is being furnished such treatment 
or care, to be properly accounted for by such chief officer and to be 
used for the benefit of the veteran. 

(c) Any veteran subject to the provisions of subsection (a) or (b) 
shall be deemed to be single and without dependents in the absence 
of satisfactory evidence to the contrary. In no event shall increased 
compensation, pension, or retirement pay of such veteran be granted 
for any period more than one year before receipt of satisfactory 
evidence showing such veteran has a wife, child, or dependent parent. 

(d) Notwithstanding any other provision of this section or any 
other provision of law, no reduction shall be made in the pension, 
compensation, or retirement pay of any veteran foy-any part of the 
period during which he is furnished hespital treatment, or institutional 


or domiciliary care, for Hansen’s disease, by the United States or any 
political subdivision thereof. 
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APPENDIX 


_ For the information of Members of the Senate, section 3021 of 
title 38, United States Code, which is referred to on page 3 of this 
report, is set forth below: 


(Sec. 3021 of title 38, United States Code) 


§3021. Payment of certain accrued benefits upon death of a 
beneficiary 

(a) Except as provided in section 3203(a)(2)(A) of this title and 
sections 123-128 of title 31, periodic monetary benefits (other than 
insurance and servicemen’s indemnity) under laws administered by 
the Veterans’ Administration to which an individual was entitled at 
his death under existing ratings or decisions, or those based on evi- 
dence in the file at date of death (hereafter in this section and section 
3022 of this title referred to as “accrued benefits’) and due and 
unpaid for a period not to exceed one year, shall, upon the death of 
such individual be paid as follows: 

(1) Upon the death of a person receiving an apportioned share 
of benefits payable to a veteran, all or any part of such benefits 
to the veteran or to any other dependent or dependents of the 
veteran, as may be determined by the Administrator; 

(2) Upon the death of a veteran, to the living person first 
listed below: 

(A) His spouse; 
(B) His children (in equal shares) ; 
(C) His dependent parents (in equal shares) ; 

(3) Upon the death of a widow or remarried widow, to the 
children of the deceased veteran; 

(4) Upon the death of a child, to the surviving children of 
the veteran who are entitled to death compensation, dependency 
and indemnity compensation, or death pension; and 

(5) In all other cases, only so much of the accrued benefits 
may be paid as may be necessary to reimburse the person who 
bore the expense of last sickness and burial. 

(b) No part of any accrued benefits shall be used to reimburse any 
political subdivision of the United States for expenses incurred in 
the last sickness or burial of any beneficiary. 

(c) Applications for accrued benefits must be filed within one year 
after the date of death. If a claimant’s application is incomplete at 
the time it is originally submitted, the Administrator shall notify 
the claimant of the evidence necessary to complete the application. 
If such evidence is not received within one year from the date of such 
notification, no accrued benefits may be paid. 
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INTERIOR DEPARTMENT AND RELATED AGENCIES 
APPROPRIATION BILL, 1960 


o* 


June 5, 1959.—Ordered to be printed 


Mr. Haypzn, from the Committee on Appropriations, submitted 
the following 


REPORT 


[To accompany H.R. 5915] 


The Committee on Appropriations, to whom was referred the bill 
(H.R. 5915) making appropriations for the Department of the Interior 
and related agencies for the fiscal year ending June 30, 1960, and for 
other purposes, report the same to the Senate with various amend- 
ments an present herewith information relative to the changes made: 


Amount of the bill as passed by the House____.____- $468, 106, 800 
Amount increased by the Senate (net)_-_____..__--_- 10, 678, 225 
Total of the bill as reported to the Senate__-_-_- 478, 785, 025 
Amount of the budget estimates considered __-____-_-_- 1 487, 675, 400 
Amount of 1959 appropriations, including the Supple- 
a Appropriation Act, 1959, a nd the Second 
upplemental Appropriation Act, POD israklh 20 525, 847, 042 
The ull as reported to the Senate: 
Under the budget estimates__............------ 28, 890, 375 
Under the appropriations for fiscal year 1959___.- 47, 062, 017 


1 Does not include $500,000 requested by the Department of the Interior for the acquisition of caves within 
the on ammoth Cave National Park, Ky. This request was approved by the Bureau of the Bu: 
f this decrease $5,000,000 represents a ch in the method of financing the construction of timber 
soak roads on the revested Oregon & California R.R. grant lands. The budget proposed a direct appro 
tion of $5,000,000 and the committee recommends an indefinite appropriation oueel tp to 25 percent of the 
receipts from the sale of timber from said lands, less “other charges against such receipts. Insofar as budget 
programs are concerned the committee reduction is $3,890,375. 
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SUMMARY OF THE BILL 


The committee considered budget estimates totaling $487 ,675,400 
for the agencies and bureaus of the Department of the Interior, ex- 
clusive of the Bonneville Power Administration, the Southeastern 
Power Administration, the Southwestern Power Administration, and 
the Bureau of Reclamation, and the following related agencies: 

Commission on Fine Arts. 

Federal Coal Mine Safety Board of Review. 
Forest Service—Department of Agriculture. 
Indian Claims Commission. 

National Capital Planning Commission. 
Smithsonian Institution. 

National Gallery of Art. 

Civil War Centennial Commission. 

Lincoln Sesquicentennial Commission. 
Virgin Islands Corporation. 

The committee recommends appropriations totaling $478,785,025 
for the activities and programs of these agencies. The amount 
recommended by the committee is a decrease of ' $8,890,375 below 
the budget estimates and an increase of $10,678,225 over the amount 
allowed by the House. 

The action of the committee on each appropriation is explained 
under the appropriate heading in this report. 


LEVEL oF PERSONNEL 


The House committee made numerous reductions throughout the 
bill in funds for “increased pay costs.” The reductions in the budget 
estimates recommended by the committee are all reductions in pro- 

ams rather than in “increased pay costs’ or number of positions. 

n administering the programs for which funds are provided in this 
bill, the committee expects the heads of the departments and agencies 
concerned to carry out their programs in an efficient and economical 
manner with a minimum number of employees. 


TITLE I—DEPARTMENT OF THE INTERIOR 
DEPARTMENTAL OFFICES 
OrricE oF SALINE WATER 


SALARIES AND EXPENSES 


Appropration, 1959. ..2000 4.1097, (6350 2u Bilal ecs. $1, 182, 960 
Peete ORG, ROOD. 8 jin sinks oikdtn deere eh erm en oan arenes 1, 355, 000 
Fi oupe ee wetietwnses Ss 203 24 bese Stak Weald Bd oe ete else oud 1, 355, 000 
Cominitted recommendation - so ol aes eel ee 1, 355, 000 


The committee recommends concurrence in the House allowance 
of the budget estimate of $1,355,000 for the salaries and expenses of 
the Office of Saline Water. The sum recommended is an increase of 
$172,040 over the amount appropriated for the current year. It is 
the view of the committee that this increase is required to finance this 

1 Of this decrease $5 million represents a change in the method of financing the construction of timber 
access roads on the revested Oregon and California RR. grant lands. The budget proposed a direct appro- 
priation of $5 million and the committee recommends an indefinite appropriation equaéto 25 percent of the 


receipts from the sale of timber from said lands, less other clfarges against such receipts. Insofar as budget 
programs are concerned, the committee reduction is $3,890,375. 
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program which provides for research to develop low-cost processes 
for converting saline and brackish waters in quantities sufficient for 
municipal, industrial, and agricultural use. 


CONSTRUCTION 
STG EOOW. ncncncdsaa dso res aeaest ae cena None 
peaees entimnee, 100 oo sas 5 pence hone deuce bbnc ee Taaichbnnge ws $300, 000 
TURAG: CUNO WING 6 on nn ee kt te eee ee a ee ey 300, 000 
COSRIMILCOS TEGOUIINENGSTION «. . .niccaodnnnciemancewebuiesennasn ee 300, 000 


The committee recommends concurrence in the House allowance of 
the budget estimate of $300,000 for the construction program of the 
Office of Saline Water. Public Law 85-883 authorized the construc- 
tion of five demonstration plants—three for the demonstration of 
saline water conversion processes and two for the demonstration of 
brackish water conversion processes. The funds tTecommended will 
provide for the engineering and design of the first demonstration plant 
to be constructed, and for the administration and technical super- 
vision of the demonstration plant program. 


Orrice or O1L AND GAS 


SALARIES AND EXPENSES 


Aprrepriation, 1990.00.53) 24304 i5s do Bop ogi de capa neh binlecessceen $577, 700 
Budget. eatimate, : 1000 4.2404 cned= biden >and haben Mens dae 1 390, 000 
SEIS IMT OVIRINOS, ©... «, Sin: <a chaos memen  onse asd tehtaeaecmnindse patcnraieals cheaneeee 360, 000 
Committee recommendation. -_ ----.. 2252-2 s ee ... 390, 000 


! Excludes $217,600 for the “‘ Enforcement of the Connally Hot Oil Act,” which is provided for under the 
sppropriation, “Surveys, investigations, and research, geological survey.” 


The committee recommends the allowance of the budget estimate 
of $390,000 for the salaries and expenses of the Office of Oil and Gas. 
The sum recommended is an increase of $30,000 over the House 
allowance. It is the view of the committee that the budget estimate 
is required for the functions of this office, which are to provide 
coordination and advice to the Federal Government on all phases of 
petroleum and gas. 

OFFICE OF THE SOLICITOR 


SALARIES AND EXPENSES 


BIN TI its <a b. ck tne sign oo ia ioe gna ead a high cca $3, 041, 300 
Ren URIS: SOO aos 203 os acne > eae eae aaranenns amen Ga 3, 091, 000 
Howe allowanee.... 5 u3e4 i deeb, cel ee tha mses eb ice ccs 3, 080, 000 
Gomaenittes reeusimmondehion .... i a.6 a axes Weed ssn nee 3, 091, 000 


The committee recommends the allowance of the budget estimate 
of $3,091,000 for the salaries and expenses of the Office of the Solicitor. 
The sum recommended is an increase of $11,000 over the House allow- 
ance. This office furnishes legal services to the Secretary and the 
heads of the various bureaus of the Department, and includes all the 
attorneys and supporting personnel (with the exception of those in the 
Trust Territory of the Pacific Islands) of the Department. In recom- 
mending the allowance of the budget estimate the committee has 
taken into consideration the increasing demands on this office. 
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OrricE oF MINERALS EXPLORATION 


SALARIES AND EXPENSES 


mepenigtiokion ; 1900 wc kbd cdncdcintodctiiiiddtésendsadcliiia 1 $2, 659, 300 
Beet enpmate, 1900.65 38 ac dd pe pileengsiiectencwsddne ce 1, 500, 000 
NE NN eels cil eo ol ides ss ly elaciaianiis 1, 100, 000 
Committee recommendation. soos esc cccecscccccsssi 1, 100, 000 


1 Excludes $1,340,700 transferred to other appropriations pursuant to authority in the Second Supplement! 
Appropriation Act, 1959, Public Law 86-30. 


The committee recommends concurrence in the House allowance 
of $1,100,000 for the salaries and expenses of the Office of Minerals 
Exploration. The sum recommended is a decrease of $400,000 in the 
budget estimate. The primary function of this office is to administer 
the program aoe by Public Law 85-701 to provide Federal 
financial assistance to private mining operations in exploration for 
new or unexplored mineral deposits.. In many respects this program 
is similar to the program of the Defense Minerals Exploration Agency 
that operated under the provisions of section 303 of the Defense Pro- 
duction Act of 1950 as amended. This program was terminated on 
June 30, 1958. 

The Office of Minerals Exploration is charged with the responsibility 
of administering contracts of the Defense Minerals Exploration 
Agency that are still in foree. As of April 30, 1959, there were 61 of 
these contracts in force that involved 324 certified projects. 

It is the view of the committee that the sum recommended is 
adequate to finance this program. The committee was advised that 
the Department’s latest estimate of obligations in this fiscal year is 
$1,163,000, of which only $300,000 represents loans to participants, 
none of which have actually been executed. In taking this action the 
committee expects this Office to reimburse the Bureau of Mines and 
Geological Survey for any technical services performed by them at the 
request of this Office. 

he committee feels that the $560,000 requested for the administra- 
tive and technical services is excessive inasmuch as the request for 
financial assistance to participants was only $940,000. The committee 
expects the Secretary to review the administrative and technical 
organization to determine if any reductions can be made in this 
program. 


Bureau oF LAND MANAGEMENT 


MANAGEMENT OF LANDS AND RESOURCES 


Ie BOO R ce nth neh$4sd$5466056060060500nnspSO0C0CS 1 $26, 910, 100 
Wooers Gpummes, 1000 eo Se ba Ea ge 24, 377, 000 
Weted SRowhhee 5.3 84. 2b eC CI Ce ak San 24, 323, 000 
Committee recommendation. _....--.-.----.---4--2+--+--e-ee 24, 877, 000 


1 Includes $100,000 transferred from other appropriations pursuant to authority in the Second Supple 
mental Appropriation Act, 1959, Public Law 86-30. 


The committee recommends the allowance of an appropriation of 
$24,877 ,000—an increase of $500,000 over the budget estimate—for 
the management of lands and resources under the jurisdiction of the 
Bureau of Land Management, which includes the administering 475 
million acres of public lands in the 11 Western States and Alaska 
and the management of the minerals resources of 385 million acres 
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of land under the jurisdiction of other Federal agencies and private 
lands with mineral rights reserved to the United States. 

The program submitted in the justifications in support of the budget 
estimate has been approved, and an additional $500,000 is recom- 
mended for the weed control program of the Bureau. For the current 
fiscal year $1,079,000 was provided for this program; however, the 
budget estimate includes only $591,000 for the program in fiscal 1960. 
It is the view of the committee that $1,091,000 is needed to continue 
this program to control noxious weeds on public domain lands. The 
committee expects the Bureau to continue the control program initi- 
ated in the current fiscal year to control the host plant for the beet 
leafhopper. 


CONSTRUCTION — 
DEED, ROOD... c0nncinennseainhninenstangdamedmuaiindies $5, 685, 000 
BS MEIER BUG o a= ius Sica au bereeeianerwus seas aa aes 5, 200, 000 
Tree Smrowenee uo se a eae 5, 200, 000 


Gommitien secommendation. 0.01. dances nkscsisd. criwesae-de 1 200, 000 


1 And in addition a sum equal to 25 percent of the receipts from the sale of timber and other products 


from the revested Oregon and California railroad grant lands, less any other charges made against said 
receipts in this act. 


The committee recommends the allowance of an appropriation of 
$200,000 for the construction program of the Bureau of Land Manage- 
ment; and the inclusion of a provision appropriating a sum equal to 
25 percent of the receipts from the sale of timber and other products 
from the revested Oregon and California railroad grant lands, less 
$500,000 for reforestation of said lands and $250,000 for the mainte- 
nance of timber access roads on said lands appropriated under the 
head, ““Management of Lands and Resources.” ‘The action of the 
committee provides for the program submitted in the budget, which 
was approved by the House. 

The direct appropriation of $200,000 recommended by the com- 
mittee is for the construction and acquisition of access roads on lands 
under the jurisdiction of the Bureau of Land Management, exclusive 
of the revested Oregon and California railroad grant lands; and for the 
construction of buildings required in the management of such lands. 

For a number of years, sums estimated to equal 25 percent of the 
proceeds from the sale of timber and other products from the revested 
Oregon & California Railroad grant lands have been appropriated for 
the construction of timber access roads on said lands along with a 
provision providing for reimbursement to the Treasury from receipts 
that would otherwise, under existing statutes, be paid to the counties. 
This action lias been taken at the request of the counties involved. 

The counties have expressed their desire that a full 25 percent of the 
receipts, less funds provided for reforestation and maintenance of the 
road system, be appropriated for the construction of timber access 
roads. Therefore, the committee recommends the adoption of the 
provision appropriating a sum equal to 25 percent of receipts, less 
other charges. The provisions requiring reimbursement to the 
Treasury of the sums appropriated for the construction of access 
roads, reforestation, and maintenance of access roads have not been 
changed in any respect by the committee. 

Inasmuch as this is an appropriation of funds that under existing 
law belong to the counties in which the lands are situated, the com- 
mittee expects the official representatives of the counties to take 
formal action annually requesting the Congress to appropriate funds 


asset et eS 
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for this purpose. In the formulation of programs involving reimburse- 
ment from receipts from the sale of timber from these lands the Bureay 
officials should continue to confer with the official representatives of the 
counties. 

It is the view of the committee that funds for the programs for the 
revested Oregon & California Railroad grant lands that are reimbursed 
to the Treasury should be submitted in a separate appropriation title 
in the budget for fiscal 1961. 


ADMINISTRATIVE PROVISIONS 


The committee recommends concurrence in the House provision 
granting authority for the purchase of 23 passenger vehicles for the 
replacement of existing vehicles, and for the purchase of one additional 
aircraft. The vehicles to be replaced meet the standards as to age or 
mileage (6 years old or 60,000 miles) for replacement, established by 
the General Services Administration. The additional aircraft to be 
purchased is for the fire protection program of public domain lands in 
Alaska. 

RANGE IMPROVEMENTS 


(Indefinite appropriation of receipts) 


The committee recommends concurrence in the House provision, 
which was requested in the budget, appropriating a portion of the 
receipts from grazing fees in accordance with sections 3 and 10 of the 
Taylor Grazing Act (48 Stat. 1269), for the maintenance and con- 
struction of range improvements. In fiscal year 1958 this appropria- 
tion was $564,846; for fiscal year 1959 the estimate is $686,713; and 
for fiscal year 1960 it is estimated to be $776,000. 


Bureau or INDIAN AFFAIRS 


EDUCATION AND WELFARE SERVICES 


Appreptistion; 1960. 20.1 oss isin bind ss tWipedeesbile es 1 $57, 759, 000 
Buches entimate, 1060.55 5 205 once csniny consnin-beeswe saceesic 58, 958, 000 
ne Oe tel ae 57, 700, 000 
Crees SECOUNINONICINSIUNS. J. Goud. ocobacuausbemci eect ace 59, 433, 000 


1 Excludes $380,000 transferred to other appropriations pursuant to authority in the Second Supplementa 
Appropriation Act, 1959, Public Law 86-30. 


The committee recommends an appropriation of $59,433,000 for 
the education and welfare programs of the Bureau of Indian Affairs. 
The sum recommended is an increase of $475,000 over the budget 
estimate, and $1,733,000 over the House allowance. 

The program submitted in the justifications in support of the 
budget estimate has been approved with the following modifications: 

Assistance to pupils in non-Federal schools under Johnson-O’ Malley 
contracts.—The budget estimate includes $3,675,000 for contracts 
with the States and local school districts for the education of Indian 
children under the provisions of the Johnson-O’Malley Act (25 
U.S.C. 452). This is a decrease of $4,277,000 below the sum provided 
for this purpose for the current fiscal year, which results se the 
enactment of legislation providing for grants under the Federal 
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impact programs administered by the Department of Health, Edu- 
cation, and Welfare. The House disallowed $500,000 of the sum 
requested in the budget estimate for these contracts, and the Depart- 
ment did not request the committee to restore this reduction. There- 
fore, the committee recommends concurrence in the House allowance 
of $3,175,000 for this purpose. 

Higher education.— he budget estimate includes $145,000 for grants 
to Indian students in universities, colleges, and institutions of higher 
learning. The committee recommends an additional $105,000 to 
provide a total of $250,000 for this program. It is the view of the 
committee that the success of this program in recent years fully 
justifies the increase recommended. ; 

On-reservation adult education—The budget estimate includes 
$200,000 for this program and the committee recommends an increase 
of an additional $200,000 to provide for a total Of $400,000. This 
program offers general education instruction to adult Indians where 
the need is especially acute because those Indians have missed the 
advantage of education in their youth. This program ranges in its 
nature from instruction in basic numerical and English-language skills 
to the continuation of elementary and high school education, improve- 
ment of employment opportunities, strengthening home and family 
life, and greater civic participation. 

Vocational training.—The budget estimate includes $2,830,000 for 
the vocational training program authorized by Public Law 959, 
84th Congress. The committee recommends an increase of $670,000 
to provide a total of $3,500,000, the annual authorization for the 
program. The purpose of this program is to offer to all adult Indians 
resident on or near reservations, the additional educational and 
vocational training needed to fit them to compete with other citizens 
in seeking employment. 


RESOURCES MANAGEMENT 


po ee ee eee 1 $18, 978, 700 
Budget ebtimate,. 1900. . on nc medidd a dati iséincbndednoan 22, 425, 000 
ERO WO WRNOO Lg oi nic btihttbcndimithndieddkedwallammiied 21, 873, 000 
Commilétee. recommendation... .n.c.ncnnnnnncdsidenstie die a6 chine 22, 402, 000 


' Includes $380,000 transferred from other appropriations pursuant to authority in the Second Supple- 
menta) Appropriation Act. 1959. Public Law 86-30 


The committee recommends an appropriation of $22,402,000 for 
the management of resources and facilities under the jurisdiction of 
the Bureau of Indian Affairs. The program submitted in the justi- 
fications has been approved with the following modifications: 

Management of Indian trust property.— The budget estimate in- 
cludes $75,000 for the adjudication of mining claims on the lands of 
the Confederated Tribes of the Colville Reservation. The commit- 
tee recommends an additional $37,000 to expedite this work so as to 
complete it in fiscal year 1961. 

Operation and repair and maintenance of Indian irrigation systems.— 
The budget estimate includes $899,000 for this activity. The House 
disallowed $60,000 of the request of $210,885 for the operation and 
maintenance of the San Carlos irrigation project, and the committee 
recommends concurrence in this reduction, 
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REVOLVING FUND FOR LOANS 


For a number of years a portion of the funds required for the ex- 
penses of the credit operations of the Bureau have been derived from 
the ‘Revolving fund for loans.”” For the current fiscal year $566,000 
of the fund was used for this purpose, and the budget includes a pro- 
vision authorizing the use of $754,000 for this purpose in 1960. The 
committee recommends the approval of this provision. However, it 
is the view of the committee that the budget for fiscal year 1961 
should provide for a direct appropriation of the total amount required 
for the expenses of the Bureau’s credit operations. 

During the hearings of the committee on this matter it was dis- 
covered that there are adequate funds available to fulfill the require- 
ments of the “Oklahoma Indians” and the Navajo and Hopi Indians, 
but there are not sufficient funds to meet the requirements of the other 
Indians. It is the view of the committee that this matter should be 
reviewed by the appropriate legislative committees to determine if 
additional legislation is required. 


CONSTRUCTION 
Anppwopriation, ‘2060¢ » 5h aGd Riel. oh esse cam b eda $26, 000, 000 
Seaees cette, 1900... cn ccccccnccngendaciasbennonteppasia 17, 000, 000 
a cosas a ain cial 13, 000, 000 
Se eOCI ES cacasnaeeekhee meeice 14, 575, 000 


The committee recommends an appropriation of $14,575,000 for 
the, construction of facilities on lands under the jurisdiction of the 
Bureau of Indian Affairs. The sum Seed is an increase of 
$1,575,000 over the House allowance of $13,000,000; and a decrease 
of $2,425,000 below the budget estimate. 

The program submitted in the justifications in support of the budget 
estimate has been approved and funds are recommended for the follow- 
ing additional facilities; 


Buildings and utilities: 


Warm Springs Reservation, Oreg., jail......-.-----.-2-..---... $100, 000 

PDR le Oy AR iiey SOI wo wrrwemeneememnennnce «tte 100, 000 

Gefville Reservation, Wash., jail... ~~ 5 see isbesue 100, 000 
Irrigation systems: 

fomek Gres, ARIS ee oe coc ceecssc cc ded wel clidedidsl wi csiuygg 225, 000 

New Mexico pueblos irrigation surveys.......--..-.------------ 50, 000 


It is the hope of the committee that the new approach to the con- 
struction program of the Bureau, which involves the adoption of stand- 
ard plans for facilities and a more economical type of construction, 
will enable the Bureau to decrease substantially the long delays from 
the time funds are made available until the facility is completed. 

The committee favors the adoption of standard plans for facilities 
and the more economical type of construction, in those areas where it 
is feasible, as presented to the committee by officials of the Depart- 
ment. It is the hope of the committee that substantial sums can be 
saved by the application of this new approach to facilities approved 
in prior years, which have not been started, as well as those presented 
in the budget estimate for fiscal year 1960. 

If during the year the Department feels that a project approved by 
the Congress should not be constructed, or should be altered, the 
committee will give immediate consideration to a reprograming 
request. It is anticipated that substantial savings will result from 
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the new program and the committee approves the use of these funds 
for the construction of projects previously approved by the Congress 
but which have not been funded. 

For a number of years the committee has been concerned with the 
burden imposed on local school districts adjacent to Indian reserva- 
tions by the attendance of Indian children who reside in the area 
served by the district. During the course of the hearings representa- 
tives of the Dunseith, N. Dak., public schools appeared before the 
subcommittee and pointed out that of 380 students enrolled in their 
school—a combined elementary and high school—96 are Indians car- 
ried on tribal rolls. The facilities are overcrowded, and the district 
is not financially able to build additional facilities, having a tax base 
of only $400,000. While the committee recognizes that as citizens 
of the State the Indian children are entitled to attend the public 
schools, it also recognizes that the attendance of-a’ large number of 
Indian children in the schools of a local school district can result in a 
serious overcrowding of facilities. It is the view of the committee 
that the Department of the Interior should review this situation and 
advise the committee as to what can be done to grant relief to the 
Dunseith School District and other similarly situated districts. 

It has been the position of the committee for a number of years 
that it is desirable to have the Indian children attend the public 
schools. A solution to this problem of overcrowding schools adjacent 
to the reservations will encourage the officials of the school districts 
to make their facilities available to Indian children. 


ROAD CONSTRUCTION 


(Liquidation of contract authorization) 


DRNCREUM OR, TUGG. 26cndccnvuvaedds dup hnaenunanteaeadaaneties $12, 000, 000 
eth eetinesta IRD... tincnnenataie~ahktnnineenssceeien 14, 600, 000 
TROUNG BINUWRNUG. 3 ccc c ence nec en ee oe TIE Ores 12, 000, 000 
Committee recommendation -._.....-.---.----- 22 -L ieee 14, 600, 000 


The committee recommends the allowance of the budget estimate 
of $14,600,000 for the liquidation of contracts for the construction of 
Indian roads and trails entered into pursuant to contract authoriza- 
tion in the Federal-Aid Highway Acts (for the construction of general 
roads and trails) and the Navajo-Hopi Rehabilitation Act, as amended 
by Public Law 85-740 (for the construction of routes 1 and 3 on the 
Navajo and Hopi Reservations). 

It is the view of the committee that $14,600,000 will be required to 
meet earnings under contracts for the construction of roads entered 
into under the authority cited above. In recommending this sum the 
committee calls attention to the fact that a supplemental request for 
$1 million for this purpose was disallowed by the conference committee 
on the second supplemental appropriation bill. This action had the 
effect of deferring 1959 contract payments until 1960. Therefore, 
the committee recommends the allowance of the full budget’ estimate. 


GENERAL ADMINISTRATIVE EXPENSES 


Sppréprintion, 1000 os 66 cats and ncedsseddiien - cswmawso ded bs $3, 701, 800 
Fore CORR, LOGD «wij cra penseerl = oh eaeeled J< askin Jon ensiieatiahe 3, 715, 000 
TE TS, on nk on nin cdma eda amend bos wobecmmetk 3, 700, 000 


Committee recommendation... ................--..----------- ee 3, 715, 000 
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The committee recommends the allowance of the budget estimate 
of $3,715,000 for the general administrative expenses of the Bureau. 
In addition to the sum recommended it is estimated that $2,363,000 
of “‘program funds” will be used for the administration of the various 
programs. 


PAYMENT TO THE KLAMATH TRIBE OF INDIANS 


Apuevasioniol ARG ai 6 ah tin Wide dan den butts chnseducsdne countess $250, 000 
I I hier la chases hereatsminiaielintialantenladiaben se 100, 000 
i kn a a adeiein aaaeamerranin 100, 000 
Committee recommendation --.............---.---- eee eee 100, 000 


The committee recommends concurrence in the House allowance of 
the budget estimate of $100,000 for payment to the Klamath Tribe of 
Indians. This payment, authorized by Public Law 85-132, is for 
reimbursement to the tribe, in part, of expenditures of tribal funds for 
the preparation of termination plans. 


LIQUIDATION OF KLAMATH AND MENOMINEE AGENCIES 


Appropriation, £060... : .4..6-<bnek cepmaucicer dicnairidoceedncabed- None 

Duteet ,astinenhe,. 1900.0). ansieeenna=aekhdeeaenetensoentrennnda $250, 000 
eae eaaus weed eb ipa ews amet 250, 000 
Conmaiceee recoMimencgation.-- oo See ee Oe aE Ag 250, 000 


The committee recommends concurrence in the House allowance of 
the budget estimate of $250,000 for the expenses of liquidation of the 
Klamath and Menominee Agencies. During the period of liquidating 
these agencies appropriated funds will be used for certain expenses 
instead of tribal funds. 


ADMINISTRATIVE PROVISIONS 


The committee recommends concurrence in the House provision 
granting authority to purchase 285 passenger vehicles for the replace- 
ment of existing vehicles. This is in accordance with the request 
contained in the budget. The vehicles to be replaced meet the stand- 
ards as to age or mileage (6 years or 60,000 miles) for replacement 
established by the General Services Administration. 


TRIBAL FUNDS 


(Appropriation of trust funds) 


RartGereaun, Genel. J Uo sol boda AL OU ge $3, 000, 000 
Botabieatsminte, 19606555 coc he oye oops conve mee oboe p cane 3, 000, 000 
IR ei ech iedads cnet pemathe tia dcbines sabe 3, 000, 000 
Coma msttee TOSCUAMCRORGION © 25 4 6c cipcon come cadosesucagagccspuct 3, 000, 000 


The committee recommends concurrence in the House provision 
appropriating $3 million of Indian tribal funds. This is in accord 
with the budget request. 

For a number of years a provision has been carried in the bill 
prohibiting the use of tribal funds for the acquisition of lands, where 
such acquisition results in the land being removed from local tax rolls, 
in the States of Nevada, Oregon, Washington and Wyoming. Public 
Law 772, 84th Congress, authorizes the use of tribal funds of the 
Confederated Tribes of the Coleville Reservation for the acquisition 
of lands to be placed in trust status if such acquisition is approved by 
the county commissioners of the county in which the land is situated. 
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The committee recommends a provision which allows the use of tribal 
funds for land acquisition in accordance with the terms of this act. 


GEOLOGICAL SURVEY 


SURVEYS, INVESTIGATIONS, AND RESEARCH 


DE MAORT LOO: cS 5a5sScarSssslslsssasssesstueeeues $41, 488, 200 
Mees, Gaines, OCU —- oss sscscncsnstetssessesissecnceseee 42, 517, 600 
rouse aiowanee ~~ = 22s Stssecshsscecz tei =st-- eS eee eee 42, 000, 000 
Gommittee recommoentiationis |. 6c noses ee sk setbew ewes eaeidce 42, 500, 000 


The committee recommends an appropriation of $42,500,000 for the 
programs of the Geological Survey, an increase of $500,000 over the 
amount allowed by the House. The increase of $500,000 over the 
House recommended by the committee is for the State cooperative 
water resources investigations program. The committee was advised 
by the officials of the Geological Survey that they anticipate that the 
States. and municipalities will provide a total of $7,450,000 for this 
program. It is the view of the committee that adequate Federal funds 
should be provided to assure a dollar-for-dollar matching. In recom- 
mending the full amount of the budget estimate for this program the 
committee calls attention to the fact that many of the State legisla- 
tures provide that before State money is available it must be matched 
by the Federal Government. 

The funds recommended will allow the Geological Survey to con- 
tinue its topographic mapping, geologic and mineral resources surveys 
and mapping, water resources investigations, soil and moisture, and 
conservation of lands and minerals programs at substantially the same 
level as was provided for during the current year. 


ADMINISTRATIVE PROVISIONS 


The committee recommends concurrence in the House provision 
authorizing the purchase of 51 passenger vehicles for the replacement 
of existing vehicles, as requested in the budget. The vehicles to be 
replaced meet the standards as to age or mileage (6 years or 60,000 
miles) for replacement established by the General Services Adminis- 
tration. 

Bureau or MINES 


CONSERVATION AND DEVELOPMENT OF MINERAL RESOURCES 


SEEETANON, IPUE. inkedannntncnckneddehokimekenh dabeeddaneren 1 $21, 162, 200 
UIPAMCETAGNG SOI och wn eras aint dh wtb i dhysall Midi ju om DAs pe iediiaee 21, 277, 000 
Peevey NE. Soa, 5 cidade et aed ccs Sie oe 21, 177, 000 
Commitées recommendation: . ........... 02 ta eee 21, 277, 000 


'.-Includes $1,240,700 transferred from other appropriations pursuant to authority in the 2d Supplemental! 
Appropriation Act, 1959, Publie Law 86-30. 


The committee recommends the allowance of the budget estimate of 
$21,277,000 for the conservation and development programs of the 
Bureau of Mines. The sum recommended, which is an increase of 
$100,000 over the House allowance, will provide for the continuation 
of the program at the 1959 level. 

The program submitted in the justifications in support of the budget 
estimate has been approved by the committee. This program pro- 
vides for the continuation of research and development in the following 
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fields: Bituminous coal; anthracite coal; petroleum, natural gas and 


oil shale; ferrous metals; nonferrous metals; nonmetallic minerals; 
and foreign mineral activities. 


HEALTH AND SAFETY 


Re TE icnes dperintignepaepdnigergemenet $6, 362, 700 
CR. [TO cnnnscunemabeaneendanmennencemnamindehiiinde 6, 387, 000 
I en oc ccnenhernscnnunimeansaonsusdenainiianints 6, 387, 000 
Ieee POROIIIIMMENENNT oo cue scaccesawaceceebonbanen 6, 387, 000 


The committee recommends concurrence in the House allowance of 
the budget estimate of $6,387,000 for the health and safety programs 
of the Bureau. Of the sum recommended $6,063,000 is for inspections, 


investigations, and rescue work; and the balance—$324,000—is for 
the control of fires in coal deposits. 


GENERAL ADMINISTRATIVE EXPENSES 


Deg TEE natn snhinnasenererintannnetwebete $1, 191, 900 
ES CEE, BOGO rap encenerpenneusnonscoteranpemegeeenn 1, 197, 000 
RESIS GRR IIE eee eee Seema ietinpubotatnwan aes -- 1,187,000 
Committee recommendation... .....-........-..-------.---.--5 1, 197, 000 


The committee recommends the allowance of the budget estimate 
of $1,197,000 for the general administrative expenses of the Bureau, 
This appropriation provides for the immediate Office of the Director 
and Deputy Director, the administrative division in Washington, and 
the top executive and administrative staffs in the five regional offices. 
The balance of the cost of administration of Bureau programs is 
charged to “program funds.” 


ADMINISTRATIVE PROVISIONS 


The committee recommends concurrence in the House provision 
granting authority for the purchase of 75 passenger vehicles for the 
replacement of existing vehicles. The vehicles to be replaced meet the 
standards as to age or mileage (6 years or 60,000 miles) for replacement 
established by the General Services Administration. 


NATIONAL PARK SERVICE 


MANAGEMENT AND PROTECTION 


lari Rp NLR, a ap A Na Sy Pe ony a 1 $16, 011, 200 
cn cmuncnnkbeou naa antmadaw aii bemnligaaies 17, 000, 000 
Glial he lll lon py Sate ipl ret ale ee ee he he 16, 297, 000 
er Seren | 2 —-—-- coon Sots toot c cesta eke 16, 647, 000 


1 And in addition a reappropriation of $45,000. 


The committee recommends an appropriation of $16,647,000 for the 
management and protection of areas and facilities under the juris- 
diction of the National Park Service. The sum recommended which 
is a decrease of $353,000 below the budget and an increase of $350,000 
over the House allowance is for the following programs: 

Program submitted in the justifications in support of the budget esti- 
mate, $16,542,000.—With the exception of the request of $15,000 for 
the management and protection of the old U.S. Mint in San Francisco, 
Calif., which has been disallowed, no particular program or area has 
been reduced or disallowed. 
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Archeological investigations and salvage-—The budget estimate in- 
cludes $358,149 for archeological investigations and salvage in Federal 
reservoir areas and other areas. The committee recommends an 
additional $55,000 to provide for a total of $413,149. The increase 
recommended is for the expediting of work in the reservoir areas of 
the upper Colorado River storage project, $50,000; and $5,000 for 
work at old Fort Atkinson, Nebr., which sum will be matched by the 
Nebraska Historical Society. 

Studies of new areas.—The committee recommends $50,000 for 
studies of the proposed Point Reyes Seashore Area ($15,000); and 
the proposed Current and Eleven Points Rivers Area ($35,000). 


MAINTENANCE AND REHABILITATION OF PHYSICAL FACILITIES 


I, LOE in teding concnndtanehandandennmeetnacdemes $12, 477, 100 
PE EE LOO ence cae wacedacndeanatienu mane 14, 000, 000 
Mods Ghoweneesi kG 205i deci Re AL ia a 13, 093, 000 
QGomutithee recormmmatidation 2. onic ok oo See Sot ce ei ee cs ctccwns 14, 000, 000 


The committee recommends the allowance of the budget estimate 
of $14,000,000 for the maintenance and rehabilitation of physical 
facilities under the jurisdiction of the National Park Service. The 
sum recommended is an increase of $907 ,000 over the House allowance. 
It is the view of the committee that the sum recommended is required 
to provide for the minimum standards of maintenance of Park Service 
facilities. In recommending the full budget estimate, the committee 
has taken into consideration the general expansion of the Park 
Service system through increased appropriations in recent years for 
the construction of buildings and utilities; roads and trails; and 
parkways. 

Nationat Park SERVICE 


CONSTRUCTION 
Agmoaplation, AOC sis 6c sisi otis 4 hw alse conan sosn~ temnencsans $20, 000, 000 
I ial ses in titieiisiiiai cain eta Re REI 1 13, 600, 000 
TN Se eran acuta aioe kane 12, 400, 000 
Committees recomimendweon =). So oe ee ed 15, 250, 000 


1 Does not include $500,000 for the acquisition of caves at Mammoth Cave National Park requested by the 
Department. 


The committee recommends an appropriation of $15,250,000 for the 
construction and land acquisition program of the National Park 
Service. The sum recommended is an increase of $1,650,000 over 
the budget estimate and an increase of $2,850,000 over the House 
allowance. The funds recommended are for the following programs: 

Buildings and utilities, $11,870,000.—The program submitted in 
the budget estimate totaling $10,120,000 has been approved and funds 
are recommended for the following increases: 

Additional campground, picnic, and trailer areas, $1,550,000.— 
The committee recommends concurrence in the House allowance 
of $1,550,000 for the construction of additional campground, 
picnic, and trailer areas in those parks such as Great Smoky, 
Tenn.-N.C.; Rocky Mountain, Colo.; Grand Canyon, Ariz.; 
Yosemite, Calif.; and others where the demand for such areas 
far exceeds the number available. 

Restoration of Ford’s Theater, $200,000.—These funds are for 
the required architectural and historical research, preparation of 


59003°—59_ S. Rept., 86—1, vol. 336 
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construction drawings and exhibit planning prior to the award 
of contracts for actual restoration. 

Acquisition of lands and water rights, $3,380,000.—The committee 
recommends $3,380,000 for the acquisition of lands and water rights 
within the established boundaries of national parks and other areas 
under the jurisdiction of the National Park Service. The funds 
recommended are for the following programs: 

General areas (exclusive of Civil War areas): 


Tigmee, BeNOR eY. OSE LULU be. RG $2, 500, 000 
Water rights . 


bobbi de dessa ibis nbs dnchebaesmspaeels 30, 000 
MES. Ca acca bustwadidasdendsbcddencatcatekabewoas 2, 730, 000 
COPE UOOIOORS 6c ena cde cecednsekks etd imide deddaed 650, 000 
TI at al ae a ah et laid aia acc dai ec a ea aii 3, 380, 000 


General areas.—Within the funds recommended for the acquisition 
of lands in general areas (exclusive of Civil War areas) $537,768 is 
for the acquisition of the Great Onyx and Crystal Caves which are 
within the established boundaries of the Mammoth Cave National 
Park in Kentucky. This sum in addition to available funds will 
provide $650,000, the estimated cost of the caves. This matter was 
considered by the committee in connection with the second supple- 
mental appropriation bill pursuant to a formal request (budget esti- 
mate) from the Bureau of the Budget. The committee disallowed the 
request at that time so as to consider the matter along with the 
general land acquisition program of the Park Service. 

Civil War areas, $650,000.—The budget estimate includes $1,250,000 
for the acquisition of lands at the Gettysburg National Military Park, 
Pa. ($750,000) and the Manassas National Battlefield Park, Va. 
($500,000). The committee recommends an allowance of $650,000 
for the acquisition of lands at these areas. 

The funds requested were to acquire lands that have been com- 
mercially developed or are threatened with immediate commercial 
development. With a few minor exceptions the purpose of acquisition 
is not for park development, but rather to maintain the lands as farm- 
lands as they were at the time of the battles. The committee feels 
that the threat of further commercial development in these areas 
could best be met by the adoption of adequate local zoning regulations. 
The committee also recognizes that it is desirable for the Government 
to acquire certain already commercially developed areas which would 
not be affected by the adoption of local zoning regulations but which 
present problems in the maintenance, protection, development and 
enjoyment of the park. Therefore the committee recommends the 
allowance of $650,000 for the acquisition of such developed areas, 
which is not to be obligated until the Secretary of the Interior has 
reported to the Committees on Appropriations that the local govern- 
ments have adopted adequate zoning regulations to assure against 
future development in these areas. 

It is expressly stipulated that no part of the funds recommended 
shall be used to acquire the tract at Gettysburg known as the Adams 
County Poor Farm. Inasmuch as it is to the advantage of the county 
to maintain these lands as they were at the time of the battle it is 
the hope of the committee that the county will take the necessary 
steps to assure that this tract shall remain as farm lands. 
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The committee recommends that the following provision be deleted: 


: Provided, That the second proviso under the heading 
“National Park Service, Construction”, in the Department 
of the Interior and Related Agencies Appropriation Act, 
1956 (69 Stat. 147), is amended to add at the end thereof 
the following: “and shall not be subject to any Federal tax 
liability on the part of the contractor’’. 


CONSTRUCTION 


(Liquidation of contract authorizations) 


Dedsoptiabion, 1960... i... dcicicctddssindidssdbinnuddsbdbbidbde $30, 000, 000 
Bnaget evtimete, JOGO... cscinisdondititteidaainnidetetnbiieaseas: 34, 000, 000 
Bouse allowance. .~ cece bee eka ent eee oY SEM 30, 000, 000 
Committee recommendation... ...................-..- ideale 32, 350, 000 


The committee recommends. an appropriation of $32,350,000 for 
the liquidation of contracts for the construction of park roads and 
trails and parkways entered into pursuant to authority granted in 
the Federal-Aid Highway Acts. The sum recommended is an increase 
of $2,350,000 over the House allowance and a decrease of $1,650,000 
below the budget estimate. It is the view of the committee that the 
sum recommended is adequate to meet all contract earnings that will 
accrue in fiscal year 1960. 

The committee recommends deletion of the provision in the House 
bill prohibiting the use of funds provided in this appropriation for the 
continuation of construction on the following projects: Fort Washing- 
ton and Greenbelt Park, Md., except minor roads and trails; Dainger- 
field Island Marina, Virginia; Palisades Parkway and Water Sports 
Center, District of Columbia;-extension of the George Washington 
Memorial Parkway from Carderock, Md., to Great Falls, Md.; and 
a parking area for the District of Columbia Stadium. 

With respect to funds for the construction of a parking lot for the 
District of Columbia Stadium the committee wishes to make it clear 
that the 1960 program does not include any funds for this facility. 
Furthermore, the Comptroller General in a decision dated March 25, 
1959, has determined that funds authorized for the construction of 
park roads and trails and parkways cannot be used for the construc- 
tion of this facility. 

With respect to Fort Washington; the Greenbelt Park, Md.; 
Daingerfield Island Marina, Virginia; and the Water Sports Center, 
District of Columbia, the Comptroller General has determined that 
funds authorized for the construction of parkways are available for the 
construction of these facilities. 

In recommending that the provision be deleted insofar as it applies 
to the Palisades Parkway in the District of Columbia the committee 
wishes to make it clear that it is approving only that portion of the 
parkway that is necessary to provide for a connection between Canal 
Road and the George Washington Memorial Parkway. 

It is the view of the committee that the previously approved exten- 
sion of the George Washington Memorial Parkway from the District 
line to Great Falls, Md., should proceed as originally authorized and 
approved. 

While it is the opinion of the committee that funds authorized for 
the construction of parkways should be available for the construction 
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of such buildings and utilities that are required to make the parkway 
a useable recreational facility (including such facilities as are required 
for the proper maintenance and protection of the parkway) the com- 
mittee feels that the appropriate legislative committees of the Congress 
or review this matter in its consideration of the next authorization 


The committee feels that the request of the Pearl River Valley 
Water Supply District (Mississippi) for the relocation of a portion 
of the Natchez Trace Parkway is a meritorious request, and it is the 
hope of the committee that this matter will be brought to the attention 
of the appropriate legislative committees for their consideration 
during this session of the Congress. 


GENERAL ADMINISTRATIVE EXPENSES ; 
Appropriation, 1960_-... 2.2.2.2 ci ice w cece tec cc cccccceccccce $1, 429, 300 


Budget eatimate, 1960... a csc sen ccnvccnconpuccrconcccenccs 1, 475, 000 
a 1, 464, 000 
Committee recommendation - . ............-.....--------------- 1, 475, 000 


The committee recommends the allowance of the budget estimate 
of $1,475,000 for the general administrative expenses of the National 
Park Service. The sum recommended is an increase of $11,000 over 
the House allowance. The sum recommended includes an increase 
of $40,500 to strengthen the Branch of Property and Records Man- 
agement and the Branch of Finance in the Washington office. The 
committee feels that this increase is justified in view of the greatly 
increased appropriations, especially lor construction of aa and 
facilities, in recent years. 


ADMINISTRATIVE PROVISIONS 


The committee recommends the granting of authority to purchase 
96 passenger vehicles, of which 84 shall be for the replacement of 
existing vehicles that meet the standards of age or mileage (6 years 
or 60,000 miles) for replacement established by the General Services 
Administration. The 12 additional vehicles, which were disallowed 
by the House, recommended by the committee are required to provide 
for the proper management, protection, and policing of areas under 
the jurisdiction of the National Park Service. 


Fish AND WILDLIFE SERVICE 
OFFICE OF THE COMMISSIONER OF FISH AND WILDLIFE 


SALARIES AND EXPENSES 


Avpionriation, 20600i. J. ss SN ea oa bbs else esces $332, 100 
Duties metinibte, 10006525 ok fond eshisnl) oslae ncn veupugtbawckecen t 

I 340, 000 
[ne TOO EGLIR |... cada tenhanntapeuneccasesdaousogis 340, 000 


The committee recommends concurrence in the House allowance 
of $340,000 for the salaries and expenses of the office of the Commis- 
sioner of Fish and Wildlife. The sum recommended is a decrease of 
$3,000 below the budget estimate. 
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Bureau or Sport FiIsHEeries 


MANAGEMENT AND INVESTIGATIONS OF RESOURCES 


PEO, 1000 ...cenmendbuntycheenenmeaomeinse<ehmaehel $12, 491, 500 
TLC, Till «0nccmeauenpamememieyrceddatnmnimnieale 14, 894, 000 
TUS GUO WERUS. oo oo eens teers rset aS ad 113, 308, 000 
Committee recommendation. --.........-.-2----- 2-2 e eee ee 14, 693, 625 


' And in addition a provision authorizing the use of $268,000 of the receipts from the sale of Pribilof Island 
products for programs financed under this appropriation. 


The committee recommends the allowance of an appropriation of 
$14,693,625 for the management and resource investigations programs 
of the Bureau of Sport Fisheries and Wildlife. The sum recommended 
is an increase of $1,385,625 over the direct appropriation allowed by 
the House and a decrease of $200,375 in the budget estimate. 

The program submitted in the budget estimate has been approved 
with the following modifications: 

Administration of wildlife resources.—The budget estimate includes 
$4,309,850 and the committee recommends $4,094,475—a reduction 
of $215,375. This reduction has been applied to— 

Wildlife refuges, $79,750.—The budget estimate includes the 
sum of $79,750 for the operation of the Aransas, Tex., and Kirwin, 
Kans., Wildlife Refuges, which have formerly been operated 
with funds derived from the “Migratory bird conservation 
account”’ (duck-stamp funds). It is the view of the committee 
— these refuges should be operated in fiscal year 1960 as in 
the past. 

Administration of Alaska game law, $135,625—The budget 
estimate includes $535,625 for the administration of the Alaska 

ame law. Inasmuch as the major portion of this responsibility 
is scheduled to be transferred to the State of Alaska on Yehiert l, 
1960, the committee recommends an appropriation of $400,000. 
It is the view of the committee that this sum is adequate to 
finance this program until January 1 and to provide for a reason- 
able phasing-out period as well as to administer for the full year 
those activities that will not be transferred to Alaska. In recom- 
mending this sum the committee directs that no part of the sum 
is to be used for any other purpose or program. 

Wildlife research.—The budget estimate includes $1,170,750 for thie 
wildlife research program, and the committee recommends $1,185,750, 
an increase of $15,000. The increase is for an expansion of the research 
program to control rodent damage to reforested areas in the Pacific 

orthwest. This recommendation is in accord with the House action 
on this item. 

The committee recommends the deletion of the provision in the bill 
authorizing the use of $268,000 of the receipts from the sale of Pribilof 
Islands products for the management and investigations of sport 
fishery and wildlife resources in Alaska. It is the view of the com- 
mittee that the direct appropriation procedure recommended in the 
budget is preferable to the appropriation of these receipts in view of 
the existing statutes authorizing the appropriation of these receipts 
for the administration of the islands and providing that 70 percent of 
the net shall-be paid to the State of Alaska. In taking this action the 
committee points out that the receipts in excess of those required for 
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administration and payment to Alaska are deposited in the Treasury 
as miscellaneous receipts. 

River basin studies.—In approving the budget program the com- 
mittee recommends the allowance of the budget estimate of $1,679,600 
for the river basin studies program of the Bureau of Sport Fisheries. 
This sum is an increase of $836,400 over the sum provided for the 
current year. This increase represents $640,900 that was transferred 
from the appropriations of other agencies (primarily the Corps of 
Engineers and the Bureau of Reclamation) dnd an increase of $195,500 
for a general increase in this program. The committee feels that the 
direct appropriation procedure for this program, as recommended in 
the budget, is preferable to the transfer procedure used in prior years. 
In recommending that this increase be disallowed, the House com- 
mittee stated in its report (H. Rept. 237): 


* * * $836,400 of the reduction results from the disallow- 
ance of the proposal that river basin studies be financed under 
this item rather than by transfer from the Corps of Engineers 
and the Bureau of Reclamation. The committee sees no 
reason to change the present procedure which assures close 
coordination between the scope of the studies undertaken 
and proposed construction plans and properly relates the 
cost to basin project development. 


During the course of the bearings, it was developed that the budgets 
of the Corps of Engineers and the Bureau of Reclamation (with one 
minor exception) do not include any funds for transfer for the studies 
by the Bureau of Sport Fisheries and Wildlife in connection with the 
development of water resource projects that are required by the Fish 
and Wildlife Coordination Act. 

In reporting the public works appropriation bill for fiscal year 1960, 
the House committee stated in its report (H. Rept. 424): 


Fish and wildlife studies.—In past years it has been the 
approres practice of the Corps of Engineers and the Bureau 
of Reclamation to transfer such sums from project alleeations 
as might be necessary to assist in financing Interior Depart- 
ment studies concerning the effeets of the projects on fish 
and wildlife. The btrdget this year ae a direct. appro- 
priation in a lump sum to the Department of the Interior for 
this purpose. The request was disallowed. Since no reduc- 
tions were made in the program of the Corps of Engineers or 
the Bureau of Reclamation to offset the proposed appropri- 
ation to the Interior Department the committee directs that 
the program continue to be financed as heretofore. This pro- 
cedure assures close coordination between the scope of the 
studies undertaken and proposed construction plans and 
properly relates the cost to basin project development. 


The committee recognizes that there might be some small advantage 
in the transfer procedure from the standpoint of relating the cost of 
these studies to project developments. However, it is the view of the 
committee that the existing law requires the close coordination be- 
tween the construction agency and the Bureau of Sport Fisheries. In 
the opinion of the committee the direct appropriation procedure offers 
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advantages through better management and financing that far out- 
weigh any advantages of the transfer procedure. 

The recommendation of the committee is in accord with section 
12(3) of the Coordination Act, as amended. This section reads as 
follows: 


(3) The cost of making surveys and investigations and/or 
preparing reports concerning the conservation and develop- 
ment of wildlife resources shall be borne by the Secretary of 
the Interior out of funds appropriated to his Department. 


CONSTRUCTION 
Apnropriation, 1950.20...) cesredecduseaesus Bib dmc ddiinbhdibbhibie’ $3, 929, 350 
Tee GELITRORD. TOG... 1: dee benmmnieannelieinaimns dakaialdciie, ta mem 2, 105, 000 
House allowance____....._- sce anlar lalate haa als iinarhinap 2, 775, WOO 
Consunilttad TqUC IO. ee oan cece doce eae uesumun 3, 410, 000 


The committee recommends an appropriation of $3,410,000 for the 
construction program of the Bureau of Sport Fisheries and Wildlife. 
The sum recommended, which is an increase of $1,305,000 over the 
budget estimate and an increase of $635,000 over the House allow- 
ance, is for the following program: 


Program submitted in the budget: 


NN A i $550, 650 
he Po a 1 egnnlieltege ilie etet.  leataia 1, 554, 350 
Increase over the budget approved by the House: 
Neosho, Mo., fish hatchery (rehabilitation) .......-- $320, 000 
Fish-Farm Research Station, Ark_............-..-- 350, 000 ; 
—_ 670, 000 


Additional facilities recommended: 
Creston, Mont., hatchery (rehabilitation)........._- 100, 000 
Gavins Point, 8. Dak., (continuation of construction). 100, 000 
Garrison Dam, N. Dak., (continuation of construc- 


UND rio WAN ss bei seca ais Goikekn ie pabtels chee al 100, 000 
Mammoth Springs, Ark., hatchery (rehabilitation)... 100, 000 
Inks Dam, Tex., hatchery (rehabilitation) --..-...-- 100, 000 
Alchesay Springs, Ariz., hatchery (construction) -_-~- 130, 000 
Survey of the Minot, N. Dak., flood problem (Darling 
DRI) wanensieuwnda~ Sanne shimbletmbnemena dude 5, 
635, 000 
Total program recommended___...........-..---------- 3, 410, 000 


While the sum recommended is an increase of $1,305,000 over the 
budget estimate it will be noted that it is $519,350 less than was 
appropriated for this program for the current fiscal year. 


GENERAL ADMINISTRATIVE EXPENSES 


Apuseprittien; 198C B58 oe Wd SI $771, 600 
Budemt estimete, 1060s csi is cuscdadwoteccsliwacwiiiol. lies dd 631, 200 
TE CI LE is eel ce all bh eee Led 625, 000 
CeennnD RUENUIIIN nan ca ccm noenédeennesmmanshenmemn 631, 200 


The committee recommends the allowance of the budget estimate 
of $631,200 for the general administrative expenses of the Bureau of 
Sport Fisheries and Wildlife. The sum recommended is an increase 
of $6,200 over the House allowance. 

The budget estimate reflects a transfer of $143,400 for activities 
transferred to other appropriations. 
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Bureau or CoMMERCIAL FisHERIEs 


MANAGEMENT AND INVESTIGATIONS OF RESOURCES 


IR TI ri cic niin iediniienieiehiaedianebniinaliaiia $6, 270, 500 
I Lore Sscareadh ae chs eras mimensinns san astern oemenenieelaials 7, 601, 000 
Bien Milo webeG ii 2 cis ck G55 cms Hwa b's Nas atielwah 360 bd SLED 1 5, 928, 000 
Comemtittes recom maniation ois sis ob4ed Sein jaded, tnivkiee adil 6, 906, 300 


! And in addition a provision authorizing the use of $398,000 of the receipts from the sale of Pribilof Island 
products for programs financed under this appropriation. 


The committee recommends the allowance of an appropriation of 
$6,906,300 for the management and investigation of resources pro- 
grams of the Bureau of Commercial Fisheries. The sum recommended 
is an increase of $978,300 over the direct appropriation allowed by the 
House and a decrease of $694,700 below the budget estimate. 

The program submitted in the justifications in support of the budget 
estimate has been approved with the following modifications: 

Administration of Alaska fisheries —The budget estimate includes 
$1,664,700 for the administration of Alaska Fisheries. The com- 
mittee recommends the allowance of $1 million for this program. 

This recommendation is in accord with the recommendation of the 
committee with respect to the “Administration of Alaska game laws” 
by the Bureau of Sport Fisheries. Inasmuch as a major portion of 
this program is scheduled to be transferred to the State of Alaska on 
January 1, 1960, it is the view of the committee that the sum recom- 
mended is adequate to finance the program to that date, and to 
provide for a reasonable phasing-out period. The funds recommended 
are not to be used for any other program or purpose. 

The committee recommends the deletion of the provision authorizing 
the use of $398,000 of the Pribilof Islands receipts for financing part of 
the “Administration of Alaska fisheries” program. This is in accord 
with the recommendation of the committee on a comparable provision 
under the appropriation, ‘Management and investigations of re- 
sources, Bureau of Sport Fisheries and Wildlife.” 

The House committee recommended, and the House concurred, 
that this appropriation be reduced by $378,000, which sum repre- 
sents an increase in the budget estimate for certain marketing and 
technology and research activities previously financed from the per- 
manent appropriation entitled ‘‘Promote and develop fishery prod- 
ucts and research pertaining to American fisheries’ (Saltonstall- 
Kennedy funds). In recommending that the full amount of the 
direct appropriation requested be allowed, the committee has taken 
into consideration the legislative history of the act and feels that it 
was the intent of the Congress that the Saltonstall-Kennedy funds 
were to be used to finance the short-term emergency programs as 
distinguished from the continuing programs of the Bureau. 

Fishing vessel mortgage insurance —The budget estimate includes 
$80,000 for the administration of the fishing vessel mortgage insur- 
ance program. This program was transferred to the Bureau of Com- 
mercial Fisheries from the Maritime Administration by a determina- 
tion of the Bureau of the Budget pursuant to section 6(a) of the Fish 
and Wildlife Act of 1956. Under this program, funds loaned for the 
construction of fishing vessels will come from commercial lending 
institutions, and the loans will be insured by the Government. The 
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committee recommends the allowance of $50,000 for this program. 
This recommendation is in accord with the House action on this 
request. 


CONSTRUCTION 
Appropriation, 1050. ia os 2. 2. os sak een ed ctw se sdneneneeideuss $500, 000 
Dees Cnennes, LOG... ii: sees} cteeinaees mpennnigietaamiinnd 245, 000 
House allow AIL se. o.<.nauinnaree ne netamettaiaiiccsa aie 245, 000 
epeematies recommendation. ~~. 2..2.35.6<cotneceoes se cbuadsen aaeeae 345, 000 


The committee recommends an appropriation of $345,000 for the 
construction program of the Bureau of Commercial Fisheries. The 
funds recommended are for the following facilities: 


Program submitted in the budget estimate: 
Installation of salt-water system, Galveston, Tex., Laboratory... $185, 000 


Laboratory-quarters building, Karluk, Alenka... su waneasucosses 25, 000 
Dock repair and improvement, Pascagoula, FEED ..n coggtocscccns 35, 000 
SIREPINNUINE <. 4. > on as bs chun te nnd tghenin ce iis ant tiaies dient eee ae 245, 000 

Increase recommended by the committee: For the preparation of plans 
for a new research vessel to replace the Albatross, T/7]_......-.--.-- 100, 000 
ZEAL. .. .cocceccahypalniedueabhbodeeemetrealenaneiendsdindn 345, 000 


The increase of $100,000 recommended by the committee is for the 
preparation of plans for a new fishery research vessel to replace the 
recently decommissioned Albatross III. This sum, and the proceeds 
from the sale of the Albatross III which are available, will provide ade- 
me funds for the design of a new vessel to meet the needs of the 

ureau. 


FISHERIES LOAN FUND 


Appropriation to date_...---.------------------------+------- $10, 000, 000 
DPT MNS, SOON 4, desc hn cba. costae race aldead 3, 000, 000 
House sllowanesiiiici 1. Usui s eel bcd blll 3, 000, 000 
Committee recommendation... _......-....---.---------------- 3, 000, 000 


The committee recommends concurrence in the House allowance of 
the budget estimate of $3 million for additional capital for the fish- 
eries loan fund. This fund is available to finance loans to segments 
of the fishing industry that are unable to obtain commercial loans on 
reasonable terms for financing or refinancing their operations. 


FISHERIES LOAN FUND-——ADMINISTRATIVE EXPENSES LIMITATION 


BE, BOOMs ncccccsceccciciddssebssasccsec aoe none $313, 000 
RD AID NA , crthgc ena cen npenesntonsiotaneneannsoundénatet 313, 000 
SE I iat a4 eek ck doeka> ants ora attetn ent tae maaan ein ae 313, 000 
INI I oe ohn cicaainin oa eommmnioneniene eaten 313, 000 


The committee recommends concurrence in the House provision 
authorizing the use of $313,000 of the funds in the fisheries loan fund 
for the expenses of administering the loan program. This is in accord 
with the request of the budget. 


GENERAL ADMINISTRATIVE EXPENSES 


Appropriation, 1959_............-.....-~---------------ensee-nne $188, 500 
Lene, 2OOG. . uc ccancuucccnusnbanedameadduh inane 1 325, 200 
DT SoS oor yre cece tl nes etree sere we eee 325, 000 
ee = alate daa geal lon ato ag Slag ee mip ips 325, 000 


1 Reflects a transfer of $135,200 for activities previously financed from other appropriations, 
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The committee recommends concurrence in the House allowance 
of $325,000 for the general administrative expenses of the Bureau of 
Commercial Fisheries. The sui: recommended is a decrease of $200 
below the budget estimate. The total cost of administering the 
programs of the Bureau is estimated to be $780,000, of which $455,000 
will be derived from various “program funds.” 


ADMINISTRATION OF PRIBILOF ISLANDS 


(Appropriation of receipts) 


Ronronminsion, 1950 (QSMNGE 6c e cae b anne actu ce terecnbecmue $1, 340, 431 
Hucawes esate, 1900... on nantes tonbicl edi us boition 1, 940, 000 
ius biowanemiiewie 3 26 fe sie cob ice sabi ds Jou 1, 940, 000 
Committee recommendation... 2.2... ceed ese ec ste ecuuse 1, 940, 000 


The committee recommends concurrence in the House provision 
appropriating $1,940,000 of the receipts from the sale of Pribilof Is- 
lands products for the administration of the islands. The sum recom- 
mended includes funds for the replacement of the existing inadequate 
generators at the powerplant on St. Paul Island. 


ADMINISTRATIVE PROVISIONS 


The committee recommends the inclusion of a provision authorizing 
the purchase of 12 additional vehicles and the replacement of 104 
vehicles; and the replacement of 4 aircraft. Seven of the additional 
vehicles are required in the carrying out of the pesticide-wildlife re- 
search program and the river basin studies program of the Bureau of 
Sport Fisheries. The remaining five are required in the expanded 
research program of the Bureau of Commercial Fisheries. 

The four aircraft to be purchased will replace existing aircraft used 
by the Bureau of Commercial Fisheries in its various programs. 


OFrFiceE oF TERRITORIES 


ADMINISTRATION OF TERRITORIES 


I ns ihn iG tnd jini temic chee apse naeits $2, 100, 000 
ar nn lin Sheltie ae 2, 606, 000 
TROIS Foes cock teen cote ctwncccnckbeecccuanatauaea 2, 606, 000 
@Comeniétes resommendcdation ...........0..0.....2.....5.. scien 2, 606, 000 


The committee recommends concurrence in the House allowance 
of the budget estimate of $2,606,000 for the administration of areas 
under the jurisdiction of the Office of Territories. The principal in- 
creases over the current year are $180,000 for the expenses of the 
Comptroller’s Office in the Virgin Islands which was established by 
Public Law 85-851; and $500,000 for the continuation of construction 
of the new airport on American Samoa. 


TRUST TERRITORY OF THE PACIFIC ISLANDS 


er See OL Su cllandeecaudenaes hobo nkinei atte $4, 862, 100 
nen SONOS aS es a calaee Bik ena ceils 5, 225, 000 
Nee een eee ee ne ee ae 5, 209, 000 
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The committee recommends the allowance of the budget estimate 
of $5,225,000 for the administration and development of the Trust 
Territory of the Pacific Islands. ‘The principal increase over the appro- 
priation for the current year is $340,000 for grants to supplement local 
revenues for the operation of the local government, 


ALASKA PUBLIC WORKS 


The. committee recommends the inclusion of a provision to continue 
available until June 30, 1961, $700,000 of the funds previously 


a penersiec for the Alaska public works program to meet the costs 
of iquidation of the program. 


ALASKA RAILROAD REVOLVING FUND 
- 


The committee approves the use of $2,430,750 of operating revenue 
for additions and betterment of the system of the Alaska Railroad. 


OFFICE OF THE SECRETARY 


SALARIES AND EXPENSES 


Anpropriation, ‘1060. oo 3 . co io 55s te se IRA T61 a... $2, 700, 940 
nN OC cs rain te ts teeta iat a dee aa 2, 706, 600 
TOGEe GROWENEG., Co ~ oe cc ands haa eeee nese aeees 2, 686, 000 
Committee recommendation - ..........-...-----2-.--- 22 eee 2, 706, 600 


The committee recommends the allowance of the budget estimate of 
$2,706,600 for the salaries and expenses of the Office of the Secretary. 
While the sum recommended is an increase of $20,600 over the House 
allowance, it will be noted that it is approximately the same as 
provided for the current fiscal year. 


TITLE II—RELATED AGENCIES 
Commission oF Fine Arts 


SALARIES AND EXPENSES 


Appreprintion, 1960.10 o0 6. bos ol i ee Sh sd hod $37, 700 
Budest estimate), 10604 5. i450 08ola4- case Wed ese -bannesaen~ ans 37, 800 
IIR. Siu, on 8 nein dine oheleneeenth aes Enn eumemueieatammmieckianin 37, 800 
ET PEPER ITETEILOINEDUIEN «6 con: con ttt onmnones ercasaiegaee-qnaaeiivarane ieee 37, 800 


The committee recommends concurrence in the House allowance of 
the budget estimate of $37,800 for the salaries and expenses of the 
Commission on Fine Arts. 


FeperaL Coat Mine Sarety Boarp or Review 


SALARIES AND EXPENSES 


DAIS, SOG os oii sd < dn naires tiene titiminnpinaais Cig $70, 000 
NE CINE: LUNN. 6.0 sets cndomnen stmt as Ihde babieraainiale 70, 000 
Freee Geeenee so do os csen ch een ee esncebearateaseeessasenaae 70, 000 
Ctes SUOCUIIMONGRTION ..n.... «.«, aicidciendetnnusmecsanenaseueee 70, 000 


The committee recommends concurrence in the House allowance of 
the budget estimate of $70,000 for the salaries and expenses of the 
Federal Coal Mine Safety Board of Review. 
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DEPARTMENT OF AGRICULTURE 
FOREST SERVICE 
PROGRAM FOR THE NATIONAL ForEsST 


During the hearings on the bill the committee heard officials of the 
Department of Agriculture on the “Program for the National Forest” 
which was recently submitted to the Congress by the Secretary of 
Agriculture. While the program was referred to the Committee on 
Agriculture and Forestry and the Committee on Interior and Insular 

fairs the committee felt that it should give attention to the matter 
inasmuch as it is primarily a program that requires expansion of 
going programs rather than new legislative authority. In his letter 
of transmittal the Secretary of Agriculture stated: 


Legislative authorities for the recommended program are 
generally adequate. Supplemental legislation will be pro- 
posed as the need arises. Appropriation requests to imple- 
ment the program will be submitted to the Congress in 
future years in connection with budget presentations after 
due consideration of the overall fiscal needs and resources 
of the Federal Government. 


The committee was impressed with the soundness of the program 
and feels very strongly that the program should be implemented in 
fiscal year 1960. The committee was advised that appropriations 
amounting to $41,350,000 in addition to the budget estimates would 
be required to implement the program. The committee has deferred 
action on the proposal in the ea that the Secretary of Agriculture 
and the Director of the Bureau of the Budget will see fit to submit 
to the Congress during this session a request for funds to implement 
the program. 

In deferring action on this proposal the committee has also deferred 
acting on numerous mages for increases in the appropriations for 
the various programs of the Forest Service. This action of the com- 
mittee should not be considered as the disallowance of any of these 
requests. The committee feels that funds in addition to the budget 
estimate for increased timber sales, reforestation and revegetation, 
recreational development, building of facilities for the management of 
the forests, fire protection—especially in the southern California 
forests—forest research, forest roads and trails and other programs of 
the forest service should be provided! 

If funds to implement the program are not submitted by the Bureau 
of the Budget during this session of the Congress the committee will 
consider providing adequate funds to implement this program in the 
Supplemental Appropriation Act for 1960, which will be considered 
by the committee during this session of the Congress. 
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Forrest Prorection aNnp UTILimaTIon 


FOREST LAND MANAGEMENT 


Appropriation, 1959__.....--..---.--nen2--nn- een -oe neon ns--- ' $87, 661, 400 
PL BEE, Lt lscenncwcumenntntbannnieentenemmmnnnts 77, 815, 800 
House allowance. Dy 5 sav calico nape eiidesenvaiba baseahaalaeiatibabaimusiaiad Seeeatan amma ee 77, 543, 000 
Conmdiiites tecommoendaties << oss ddnisctubdcdbivicicudmecnccce 77, 815, 800 
1 Inchades $5,432,200 transferred .rrom “other 4) pursuant to authority .n the Second Supple 
plemental Appropriation Act, 1959. Public Law 
The committee recommends the allowance of the et of 


$77,815,800 for the management of forest and range ie er the 
jurisdiction of the Forest Service. The program submitted in support 
of the budget justifications has been approved. 

The sum recommended will apie te or the 1959 program level with 
the following major modifications: 


Sales administration and management__.........---.... ects +$2, 800, 000 
Recreation and public ames! oe ee ee a nccceence —1, 485, 400 
Structural improvements vo. ii o5 se hos bk SS — 2, 375, 000 
Pest control...........-nscns isl sassieddageld ssid mosiened — 726, 800 
isting Saver. 8100, an con icdierinetn> se steno —8, 500, 000 


1 The sum recommended includes $5,000,000 for fighting forest fires. [f during the course of the year 
additional funds are required for this purpose the Forest Service has the authority to use available funds 
and a supplemental appropriation is granted to reimburse the various appropriations from which funds are 
taken. This procedure has been followed for a number of years. 


FOREST RESEARCH 


CETTE, UOT. once cecnneneusseuatemmnmenmatiamenunaal $16, 681, 400 
Botst esteniaed) TOCCOA eee oie SU 14, 026, 400 
Bowed allowance. 250i lid odie 2 dil SL Lae 13, 923, 000 
Committee recommendation. ........---.4.-.---.--- see eee 14, 026, 400 


The committee recommends the allowance of the budget estimate 
of $14,026,400 for the research programs of the Forest Service. The 
program submitted in the justifications in support of the budget 
estimate has been approved. 

The sum recommended will provide for the 1959 level of operations, 

as the reduction below the 1959 appropriation represents $2,500,000 
cevieled for the construction of research facilities during the current 
fiseal year. 

STATE AND PRIVATE FORESTRY 


Appropriation, 1959__.-- =... 2... ses asen se seesesescecceccccae $12, 822, 800 
Bape GOCE 1GU0......onecencsnecwetecinsuedeeneerdiedieldendniniie’ 12, 307, 800 
weeens G1OWREOEL Los iS went eectlismatiebnsiate DM 12, 297, 000 
Communities TecatnenGetin isn ciwcittnntivttiintmintiraiiteatiinataiaatphcsiaks 12, 327, 800 


The committee recommends an appropriation of $13,327,800 for the 
State and private forestry programs administered by ‘the Forest 
Service. The sum recommended is an increase of $20,000 over the 
budget estimate and an increase of $30,800 over the House allowance, 

The program submitted in the justifications in support of the budget 
estimate has been approved with the following modification: 

Cooperation in forest management and processing.—The estimate 
includes $1,522,000 for this program and the committee recommends 
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the allowance of $1,542,000. The increase of $20,000 recommended 
is to allow the State of New Mexico to participate in this program. 
The committee was advised that the Legislature of New Mexico has 
made available $20,000 for the- program, which will be matched by 
the increase recommended. 


FOREST ROADS AND TRAILS 


(Liquidation of contract authorization) 


Appropridtion 1000.1 s iis ob eS SSCS St $26, 000, 000 
Budaet: estimate; 1960.5. ccceu sus sud Lu. cece deeseclLeulbic 24, 000, 000 
Shouts Alewenes........ ..+-0dneaeererecpeet=sedenneeneteenee de 26, 000, 000 
Committee recommendation. ..ccanaantenscbe thier deahenscarnnns 24, 000, 000 


The committee recommends the allowance of the budget estimate 
of $24 million for the liquidation of contracts for the construction and 
maintenance of forest roads and trails entered into pursuant to author- 
ity in the Federal-Aid Highway Acts. The sum recommended is a 
decrease of $2 million below the House allowance. 

In addition to these funds it is estimated that $10,400,000 will be 
available from the permanent appropriation entitled! “Roads and 
trails for States,” which is derived from 10 percent of the receipts from 
Forest Service activities. 

Of the $34,400,000 estimated to be available it is estimated that 
$10,400,000 will be required for the maintenance of the road system 
leaving a balance of $24 million for the construction program. 

During fiscal year 1960 it is estimated that the purchasers of na- 
tional forest aaked will construct timber access roads having a value 
of about $38.5 million. 


AcqvuisiT1ION oF LANDS FOR NATIONAL Forests 


CACHE NATIONAL. FOREST 


Direct ap- A 
propriation tion of 


PEERED. 4. cadctacicssccccdsbisntiincctititiiinesttenebntiinenetidid $50, 000 
CE . - o- nrapmerdinmmmaengmerepeie ingen auduamercniaien 50, 000 10, 000 
FIOGSS GOWAN | | 56a shins ces cei ces ceecetsesdeScebseb ces setsctscbcccsse 50, 000 
Committee recommendation 50, 000 


eee eee 


The committee recommends concurrence in the House allowance of 
the budget estimates of $50,000 direct appropriation and $10,000 
appropriation of receipts from the sale of products from the Cache 

ational Forest for the acquisition of lands in that forest. 


COOPERATIVE RANGE IMPROVEMENTS 


(Appropriation of receipts) 


I Bc cnchan desea Abasnusdvieianseunnennd $700, 000 
I i cine kth 700, 000 
ta a i Od ac nmenieu eeu iia aimee el 700, 000 
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-vThe: committee recommends concurrence in: the House provision 

appropriating $700,000 of the receipts from grazing fees for, the im- 
rovement of national forest ranges. This is in accordance with the 
udget recommendation. 


GENERAL PROVISIONS 
SECTION 201 


‘The committee recommends concurrence in the House bill grantin 
the authority to purchase 75 passenger vehicles for replacement an 
the purchase of 3 aircraft for replacement. The vehicles to be re- 

laced meet the standards for replacement established by the General 
a Administration. The aircraft to be replaced have reached an 
age and total number of flying hours where it is uneconomical to over- 
haul or modernize them to meet the airworthiness requirements of 
the civil air regulations. 


Inp1aAN Criarmms ComMISSION 


SALARIES AND EXPENSES 


Reprenmristhaty 20D isn citnthbicind nln sitisiibhslalsb his ties aStitilabe wn tainithe thet biti $177, 700 
SN RORNOID, DD cic ccuttnn atenrdinm seinen eniinm thin cmc nnrcenediiaetnincad 180, 

I a ee 180, 000 
Coumrcees POCOTIINENORGION. Soe oe ee ee 180, 000 


The committee recommends concurrence in the House allowance 
of $180,000 for the salaries and expenses of the Indian Claims Com- 
mission. This commission hears and determines all claims arising 
under section 2 of the Indian Claims Act of 1946, as amended. 


Nationat Capita PLANNING CoMMISSION 


SALARIES AND EXPENSES 


PND I a OR, ee $243, 000 
ERIN, BIND cicscsceris teciniieisee tictinnsiinip ssstiieinitiiiameaiiaainaiecitidaeasieladniaie an 475, 000 
ous eowenes.......... chiA ih Gl bd. cticnnunccsae 400, 000 
Goanmttbemsenensenendeth. 66 onto cccticcucneecccccersditiliounni 400, 000 


The committee recommends concurrence in the House allowance 
of $400,000 for the salaries and expenses of the National Capital 
Planning Commission. The sum recommended is a decrease of 
$75,000 below the budget estimate and an increase of $157,000 over 
the sum provided for the current fiscal year. It is the view of the 
committee that the sum recommended is adequate to allow the 
Commission to perform its statutory functions. 


LAND ACQUISITION 


a ID nines cise enniisinisinitseemmaiienameanianinaiiiiin liane Aelciema None 
mus Gubimente, 1000. ak ih a i bp atecnnanshecta $4, 389, 000 
BR A ee 2, 286, 000 
Committee recommendation. _................--.---_----__--_--- 2, 286, 000 


The committee recommends concurrence in the House allowance of 
$2,286,000 for the land acquisition program of the National Capital 
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Planning Commission. The funds recommended are for the follow- 
ing projects: 








Budget Flouse 
Project estimate allowance oe men- 
dation 
George Washington Memorial Parkway: 
EEE NRE AT EE! $1, 000, 000 None None 
VIR. 6 ~ < concen ecndposssiessdnosnbitiintnintbedtetbedion 562, 000 $62, 000 $62, 000 
Maryland Stream Valley Parks._...........--..--.----------< 751, 000 150, 000 150, 000 
Virginia Stream Valley Parks................................. 152, 000 150, 000 150,000 
District of Columbia, Parks and Playground System-_-......... 1, 924, 000 1, 924, 000 1, 924, 000 
Land acquisition costs (authorization) -..............-.......- (183, 000) (50, 000) (140, 000) 
4, 389, 000 2, 286, 000 2, 286, 000 





The House bill includes a provision authorizing the use of $50,000 
of the funds provided for land acquisition for the cost of acquiring 
lands. The committee eatueaneuanale that this sum be increased by 
$90,000, or a total of $140,000. 

Acquisition of Sycamore and Upper Sycamore Islands.—Representa- 
tives of the Sycamore Island Club, the owners of Sycamore and Upper 
Sycamore Islands in the Potomac River, appeared before the com- 
mittee and expressed their willingness to take whatever steps are 
necessary to assure that these properties are never commercially 
developed. Officials of the National Capital Planning Commission 
advised the committee that their only purpose of acquiring the islands 
was to prevent future commercial development. The committee 
requests the National Planning Commission to attempt to secure from 
the owners of the islands whatever assurances the Commission feels 
are necessary to protect the area before acquiring the property. If 
the Commission is not successful in its effort it should so advise the 
committee before it actually takes steps to acquire the property. 


SMITHSONIAN INSTITUTION 


SALARIES AND EXPENSES 


mppeunriation; £000---ccascsssccccsccccccacesaaend USER IIITS: $7, 587, 800 
pees eeeenhe. (O00 | 2 «05 -nncent ae atesnesnnnene+nettoud 7, 718, 000 
I nas eatin cc abashalio gt au 7, 718, 000 
CNOND POSOEIININUNOES 4... o55cocke caccacnenpaeoe nena sang 7, 718, 000 


The committee recommends concurrence in the House allowance of 
the budget estimate of $7,718,000 for the salaries and expenses of the 
Smithsonian Institution. The sum recommended will provide: for 
substantially the same program as was provided for the current fiscal 
year. ; 

National GALLERY OF ART 


SALARIES AND EXPENSES 


arotwrtiation, 1060-5 <ccccscssccsascasccssszssscasssecoccial $1, 790, 100 
pucmet estimate, -1960..--=-<ssesssscsscccccsesss elise 1, 834, 000 
I a i a i te 1, 834, 000 
RASREELEE TOOUIONGNUIIE . i Dooce usec encencson kos ceopacweceus 1, 834, 000 


The committee recommends concurrence in the House allowance 
of the budget estimate of $1,834,000 for the salaries and expenses of 
the National Gallery of Art. The sum recommended will provide 
for the 1959 program with some minor increases. 
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Crvir War CENTENNIAL ComMMISSION 


SALARIES AND EXPENSES 


i, CPE ccncananeneeenuainees dasnteninaieronsicnauéiitl 1$86, 492 
BG GUE SOO oi nn ie ch ek cee Sasa etm acenggemnane 100, 000 
Teese MipvWeneel. eS COs. cose eee see 2S 100, 000 


Committee recommendation 
1And in addition $13,508 of the 1958 appropriation continued available. 


The committee recommends concurrence in the House allowance 
of the budget estimate of $100,000 for the salaries and expenses of 
the Civil War Centennial Commission. The Commission has the 
responsibility of preparing plans and programs to provide for appro- 
priate nationwide observances and the ‘coordination of ceremonies 
to commemorate the Civil War during 1961-65. 


- 


LINCOLN SESQUICENTENNIAL COMMISSION 


SALARIES AND EXPENSES 


MpbreptinGea; 1900. 3. JU. 305. W526 20. 215i... ack $350, 000 
Pmmnentimete, 2OG0 35). 05 6 Goose << -ueawetiens dens nieaivn den 145, 000 
I ca el re lle cen gle eine 145, 000 


The committee recommends concurrence in the House allowance of 
budget estimate of $145,000 for the salaries and expenses of the Lincoln 
Sesquicentennial Commission. The Cofmmission is charged with the 
responsibility of preparing plans and programs for appropriate nation- 
wide — of the 150th anniversary of the birth of Abraham 
Lincoln. 


U.S. Trerriroriat Expansion MremoriaL Commission 


eee Cte GARD .. on cccicncncdscecedscespenanesnanmmenes None 
Budeee eusivsnte.: 6.6 cue-c lic elewss dep sammnbehet and 5h dete oon None 
I i (?) 

COSC ENE POCOCREROIIIRGIIIR ace, oo. Serna t ecm nee aneusdene enone $4, 500 


' Not considered. 


The committee recommends the allowance of an appropriation of 
$4,500 for the expenses of the U.S. Territorial Expansion Memorial 
Commission. This Commission was authorized by the act of June 
15, 1934 (48 Stat. 967). 


TITLE II—VIRGIN ISLANDS CORPORATION 


CONTRIBUTIONS 
memmenrion4es 79950 canisact-oddsia orcs be deere acitentenmenbesaoren $130, 000 
I OI i le a 130, 000 
DMT SEOG..... 0 oc nagoncanacecbsenecenene meee 130, 000 
Committee recommendation. -_.. 2226 el ek ll leaue 130, 000 


The committee recommends concurrence in the House allowance of 
the budget estimate of $130,000 for contributions to the Virgin Islands 
Corporation. These funds will provide for the continuation of the 
water, soil conservation, and forestry programs at the 1959 level. 


LIMITATION ON ADMINISTRATIVE EXPENSES 


The committee recommends the allowance of the provision requested 
in the budget authorizing the use of $172,000 of corporate funds for 
the administrative expenses of the Corporation. The amount recom- 
mended is an increase of $12,000 over the House provision. 


59003°—59_ S. Rept., 86-1, vol. 3-37 
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TITLE IV—GENERAL PROVISIONS 
SECTION 401 


The committee recommends that section 401 be deleted. This 
provision reads as follows: 


Sec. 401. Not to exceed 5 per centum of the cost of any 
project constructed under the appropriations contained in 
this Act may be expended for engineering and design of the 
project. 

While the committee is in complete accord with the House com- 
mittee intent of reducing excessive engineering and design costs, it 
does not feel that the applying of a 5-percent Timitation on the cost 
of such services for each project will accomplish the desired result. 
In many instances the failure to provide adequate funds for the proper 
engineering and design of a project could result in greatly increased 
construction costs. This is especially true with respect to the con- 
struction of roads and parkways. The committee was also concerned 
with the problems—and costs—of administering such a provision. 
The Department of the Interior, the Department of Agriculture, and 
the General Accounting Office brought to the attention of the com- 
mittee various problems involved, and suggest several clarifying 
amendments. In view of th® questions raised, the committee recom- 
mends that the provision be deleted. 


SECTION 402 


The committee recommends that section 402 be deleted. This 
provision reads as follows: 


Sec. 402. The total cost of single family employee housing 
units constructed under the appropriations contained in this 
Act shall not exceed $18,000 each, exclusive of provision of 
utilities to the lot line. 


The committee was advised by the Department of the Interior and 
the Department of Agriculture that they could not build adequate 
employee houses for $18,000 each in many of the areas where there 
is a great need for such facilities. This is especially true in the isolated 
area of the 48 contiguous States and Alaska. 

While the committee recognizes the need for the construction of 
adequate employee housing facilities it shares the concern of the 
House committee as to the cost of some of the houses. In recommend- 
ing that this provision be deleted the committee expects the Depart- 
ments concerned to adopt standard employee houses that do not 
exceed the following standards: 

1. Standard materials, equipment, and fixtures that are readily 
available at local supply centers will be used in all dwelling con- 
struction. 

2. Design will be simple with no features that increase building 
costs, such as irregularities in roof framing. 

3. Not to exceed one and a half baths. 

4. One stall garage in areas subject to deep snow or prolonged 
periods of below freezing temperatures. Carports in warmer 
climates, 
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5. Sun porches, enclosed patios, or similar features will not be 
provided. 


6. Floor area shall not exceed— 
Two-bedroom dwelling, 1,250 square feet. 
Three-bedroom dwelling, 1,300 square feet. 
Exclusive of basement and garage space (or service and storage 
space in lieu of basement), 

7. Basement area not to exceed one-half of net ground floor area, 
except that a basement garage will not be considered as part of this 
area. 

8. Fireplaces will not be permitted except in areas subject to 


frequent power failures, or extreme isolation and where a wood 
supply is readily available. 
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EXTENSION OF REFINANCING LOAN AUTHORITY 


June 5, 1959.—Ordered to be printed 


- 


Mr. Extenper, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany 8. 1941] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 1941) to extend section 17 of the Bankhead-Jones Farm 
Tenant Act for 2 years, having considered the same, report thereon 
with a recommendation that it do pass without amendment. 


SHORT EXPLANATION 


This bill extends section 17 of the Bankhead-Jones Farm Tenant Act 
for 2 years. Section 17, which expires June 30 of this year, provides 
for loans to refinance secured or unsecured indebtedness on farms of 
not more than family-size where private financing on reasonable 
terms is not available. 


OTHER AUTHORITIES INADEQUATE 


Section 1(a) of the Bankhead-Jones Farm Tenant Act provides for 
loans to refinance any indebtedness against the farm when loans are 
being made or insured to enlarge or improve family-size farms. It 
does not cover needs for refinancing where no enlargement or improve- 
ment loan is being made, and does not cover the refinancing of any 
indebtedness which is not a lien against the farm. 

Section 1(c)(2) of the Bankhead-Jones Farm Tenant Act authorizes 
loans on less than family-type farms to refinance any indebtedness 
incurred for agricultureal purposes. It does not provide for such 
loans to family-size farms, or for loans to refinance indebtedness 
incurred for other than agricultural purposes. 

Section 21 of the Bankhead-Jones Farm Tenant Act provides for 
operating loans on family-type and less than family-type farms to 
refinance existing indebtedness, but operating loans cannot be made 
for longer than 7 years, nor for more than $20,000. Furthermore, 
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FHA regulations have restricted refinancing loans under this authority 
to debts secured by farm livestock, equipment, or feed and to unse- 
cured debts incurred for the acquisition of livestock and farm equip- 
ment when necessary to enable the applicant to continue his farming 
operations or prevent a split line of credit in connection with a basic 
livestock herd or flock. 

Section 17 was adopted in 1956, following a period of prolonged 
drought, to fill a need for refinancing loans for family-size and less 
than family-size units not met by other provisions of the Bankhead- 
Jones Farm Tenant Act. Thus section 17 provides for long-term 
loans, in amounts up to the normal value of the farm, for either family- 
type or less than family-type units, without regard to whether a loan 
for enlargement or improvement of the farm in being made, without 
regard to whether the refinanced indebtedness was incurred for an 
agricultural purpose, and without regard to whether the refinanced 
indebtedness is a lien against the farm or any of its equipment. The 
Department advises that the demand for these loans has been fairly 
general in the country and has not been restricted to the drought area, 
The total number of loans made under title I of the Bankhead-Jones 
Farm Tenant Act in Louisiana and the portion of those loans which 
have been made under section 17 since section 17 authority has been 
available are shown below. 





Loans made in Loui- Loans made in Percentage 





siana under all sec- Louisiana under of amount 
tions of title I of sec. 17 only, loaned 
Bankhead-Jones Bankhead-Jones |under title 1 
Farm Tenant Act Farm Tenant Act | which has 
been loaned 
under 
Number | Amount | Number | Amount | authority 
of sec. 17 
Fiscal year ending June 30, 1957............-..... 174 | $1, 343, 806 59 | $396, 755 29 
Fiscal year ending June 30, 1958-_....-...-...-..- 138 | 1,137,583 62 | 433,110 7 
Fiscal period July 1, 1958, to Dee. 31, 1958_.-..... 112 904, 113 48} 317,215 35 





DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 

Washington, D.C., June 1, 1959. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 


Dear Senator Exvienper: This will reply to your request of Ma 
15 for a report on S. 1941, a bill to extend section 17 of the Bankhead- 
Jones Farm Tenant Act for 2 years. 

Under section 17, loans may be made for the sole purpose of re- 
financing debts. This authority permits the refinancing of non-real- 
estate debts in connection with loans primarily for purposes of develop- 
ment and enlargement of farms. The authority to refinance debts is 
essential to providing adequate credit service to farmers and ranchers. 
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The Department recommends an extension of the refinancing 
authorities contained in section 17 of the Bankhead-Jones Farm 
Tenant Act and suggests that the following sentence of section 17 be 
deleted: ‘‘No such loans shall be made to an applicant whose total 
indebtedness is in excess of the amount certified by the county com- 
mittee to be the value of the real estate and the reasonable value of the 
applicant’s livestock and farm equipment unless the aggregate of the 
outstanding indebtedness shall be adjusted so as to be within such 
values.” As now written, this language precludes loans to some farm- 
ers who would be eligible except for the fact they have harvested, 
but not sold, high-value crops. Such applicants are required to include 
any debts they owe for production purposes but cannot include the 
value of the harvested crop among their assets. A proposed substitute 
draft of a bill embodying the changes recommended by the Depart- 
ment is enclosed. - 

When section 17 was enacted in 1956, the widespread, adverse 
weather conditions that existed in many parts of the United States 
were recognized as one of the primary causes of the financial difficulties 
of farmers and ranchers. While this situation has been alleviated 
considerably, the Department has concluded that there is a continuing 
need for authority to make real estaté loans primarily for refinancing. 

Some of the farm families who need ‘his type of assistance are those 
who purchased farms several years ago with the expectation that they 
would be able to meet the terms of their contracts. Circumstances, 
which frequently are beyond their control, may result in insufficient 
income to meet their obligations: By refinancing such debts on a 
sound, long-term basis, these families are able to become successfully 
established as owners of their farms. 

Other farmers who can be helped materially under section 17 are 
those who, in an attempt to keep pace with the increasing capital 
requirements of agriculture, have become indebted on their productive 
livestock and equipment to the point where these debts are extremely 
burdensome. Frequently such farmers have satisfactory real estate 
liens with established creditors and also have a substantial margin of 
equity in their farms. Giving such farmers an opportunity to transfer 
some of their chattel and unsecured debts to their real estate equity 
gives them an opportunity to improve their financial condition and 
place their farming operations on a sound basis. 

Continuation of the authority to make loans primarily for refinanc- 
ing will give the Department a better balanced lending authority. 
We anticipate a continuing need; however, the extent to which it 
will be used will vary from year to year, depending on economic 
conditions. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Trus D. Morse, Acting Secretary. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing ~ proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


BANKHEAD-JONES Farm TENANT AcT 


Sec. 17. Until June 30, [1959] 1961, the purposes for which loans 
may be made or insured under this title shall include the advance of 
funds for refinancing secured or unsecured indebtedness of eligible 
farmers on farms of not more than family size who are presently un- 
able to meet the terms and conditions of their outstanding indebted- 
ness and are unable to refinance such debts with commercial banks, 
cooperative lending agencies, or other responsible credit sources at 
rates and terms which they could PeahGnEOLY be expected to fulfill. 
No such loans shall be made to an applicant whose total indebtedness 
is in excess of the amount certified by the county committee to be the 
value of the real estate and the reasonable value of the applicant’s 
livestock and farm equipment, unless the aggregate of the outstanding 
indebtedness shall be adjusted so as to be within such values. The 
total amount of loans insured in any one fiscal year under this section 
shall not exceed $50,000,000. 
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USE OF CUMBERLAND COUNTY, TENN., LANDS 


June 5, 1959.—Ordered to be printed 


eo 


Mr. Extenver, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany 8. 1521] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 1521) to provide for the removal of the restriction on use 
with respect to a certain tract of land in Cumberland County, Tenn., 
conveyed to the State of Tennessee in 1938, having considered the 
same, report thereon with a recommendation that it do pass with 
amendments. 

This bill would permit the State of Tennessee to make more effective 

ublic use of 14.36 acres of a larger tract conveyed to it by the United 
States for State park or forest purposes. 

The committee amendments correct a reference to the previous con- 
veyance and add a new section 2 to restrict use of the land to public 
purposes, 

DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 


Washington, May 27, 1959. 
Hon. ALLEN J. ELLENDER, 


Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 


Dear Senator E.vienper: This is in reply to your request of 
March 25, 1959, for a report on S. 1521, a bill to provide for the 
removal of the restriction on use with respect to a certain tract of 
land in Cumberland County, Tenn., conveyed to the State of Ten- 
nessee in 1938, 

This Department favors enactment of the bill, provided it is first 
amended in lines 8 and 9 to show that the State holds under a deed 
from the United States of America executed by the Secretary of 
Agriculture in 1938. 


59003°—59_ 8. Rept., 86-1, vol. 3-38 
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The bill authorizes and directs the Secretary of Agriculture to 
convey to the State of Tennessee all right, title, and interest of the 
United States in and to a tract of land containing 14.36 acres, more 
or less, in Cumberland County, Tenn. This tract is part of 1,299.84 
acres conveyed by the Government to the State of Tennesses by a 
quitclaim deed, dated June 29, 1938, for use for State park and State 
forest purposes only. This property is more particularly described 
as follows: 

“Beginning at a stake in the center of State Highway Numbered 28 
where the lands of Cumberland Homesteads and the lands of Cumber- 
land State Park corner and runs with the centerline of said highway 
South 45 degrees 12 minutes and 15 seconds east 177.73 feet to a stake; 
thence continuing with the centerline of said highway south 23 
degrees 38 minutes and 30 seconds east 755.40 feet to a stake; thence 
continuing with the centerline of said highway south 43 degrees 03 
minutes 15 seconds east 155.65 feet to a stake; thence leaving said 
highway south 44 degrees 13 minutes and 45 seconds west 600 feet 
to a stake; thence north 29 degrees 54 minutes and 00 seconds west 
1,073.90 feet to a stake; thence north 44 degrees 13 minutes and 45 
seconds east 600 feet to the beginning; containing 14.36 acres, more or 
less; being located at the northeast corner of the Cumberland State 
Park in Cumberland County, Tennessee.” 

The conveyance is sought primarily to enable the State highway 
department to construct a garage on the 14.36-acre tract. The 
remainder of the 1299.84-acre tract will continue to be used for the 
purposes for which it was conveyed in 1938. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report, 

Sincerely yours, 
True D. Morss, Acting Secretary, 


O 
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Mr. Houtanp, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany 8. 1512] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 1512) to amend the Federal Farm Loan Act to transfer 
responsibility for making appraisals from the Farm Credit Adminis- 
tration to the Federal land banks, and for other purposes, having 
considered the same, report thereon with a recommendation that it do 
pass with amendments. 


PRIMARY PURPOSE OF BILL 


The primary purposewf the bill is to transfer from the Farm Credit 
Administration to the Federal land banks the responsibility for making 
apparisals of farm properties offered as security for land bank loans. 
Land bank appraisers who are not retained by the Farm Credit Ad- 
ministration as ‘‘farm credit appraisers,’ for purposes of establishing 
appraisal standards and general supervisory functions, would be 
transferred to the Federal land banks. 


SHORT EXPLANATION OF BILL 


The bill, with the committee amendments, would, effective Decem- 
ber 31, 1959— 

(1) Transfer appraisal responsibility to the Federal land banks; 

(2) Repeal the statutory 5-percent interest rate limitation 
now applicable to farm loan bonds; 

(3) Repeal the $200,000 maximum loan limit applicable to 
land bank loans (loans exceeding $100,000 to continue to be sub- 
ject to Farm Credit Administration approval) ; 

(4) Authorize the land banks to make loans on an unamor- 
tized or partially amortized basis; 
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(5) Provide that sums loaned to purchase capital stock in 
national farm loan associations may be over and above the present 
loan limit of 65 percent of the normal value of the farm mortgage; 

(6) Change the names “national farm loan association” and 
“secretary-treasurer”’ of such association to ‘Federal land bank 
association” and “manager,” respectively ; 

(7) Provide that the additions which the land banks and the 
associations now make to their reserve accounts from earnings 
shall be made annually rather than semiannually as required 
under existing law; and 

(8) Permit exceptions from the requirement that all issues of 
farm loan bonds be exchangeable for registered bonds at the 
option of the holder. 


COMMITTEE ACTION AND AMENDMENTS 


The subcommittee to which this bill was referred by the committee 
conducted 2 days of hearings on the bill and S. 1513, another bill 
relative to the Farm Credit Administration. The witnesses were 
uniformly in favor of the bill, with minor exceptions which would be 
taken care of by the committee amendments to the satisfaction of 
the witnesses and the Farm Credit Administration. The bill was 
reported, without opposition, from subcommittee and from the full 
committee. The committee amendments, in addition to making 
minor technical corrections, would— 

(1) Preserve the existing maximum interest rate of 6 percent 
on Federal land bank loans (by striking out secs. 4(a)(2) and 
4(a)(4) of the bill as introduced) ; 

(2) Strike out section 4(e) of the bill as introduced, whieh 
would have authorized the Farm Credit Administration to order 
consolidation of contiguous national farm loan associations 
(renamed Federal land bank associations by the bill); 

(3) Strike out section 4(k) of the bill as introduced, which 
would have provided that production eredit association loans 
bear interest rates as authorized by the Federal intermediate 
credit banks; 

(4) Permit issues of farm loan bonds to be limited to bearer 
or coupon bonds with Farm Credit Administration approval 
(eliminating the necessity of preparing registered bonds when it 
appears that there will be no demand for them); and 

(5) Permit the salary of up to three Deputy Governors of the 
Farm Credit Administration to be fixed at up to $17,500 per 
annum. 

With these amendments, the bill is identical in substance to H.R. 
6353 as reported by the House Committee on Agriculture, 


GENERAL BACKGROUND 


This bill is one of a series of legislative proposals designed to carry 
out the congressional policy stated in the Farm Credit Act of 1953. 

Section 2 of the Farm Credit Act of 1953 (Public Law 202, 83d 
Cong., approved Aug. 6, 1953) states that it is the policy of the Con- 
gress— 


to encourage and facilitate increased borrower participation 
in the management, control, and ultimate ownership of the 
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permanent system of agricultural credit made available 
through institutions operating under the supervision of the 
Farm Credit Administration. 


That section also required the Federal Farm Credit Board established 
under the provisions of that act to make legislative recommendations 
for carrying that policy into effect, including means of increasing 
borrower participation in the ownership of the farm credit system to 
the end that the investment of the United States in the Federal inter- 
mediate credit banks, the production credit corporations, and the 
banks for cooperatives may be retired. 

Pursuant to the obligation thus imposed on it by the 1953 act, the 
Federal Farm Credit Board made recommendations regarding legis- 
lation in a special report to the Congress on December 8, 1954 6. Doe. 
7, 84th Cong., Ist sess.). The recommendations in that report with 
respect to the banks for cooperatives and the Federal land banks 
were enacted in the Farm Credit Act of 1955 (Public Law 347, 84th 
Cong., approved August 11, 1955). The recommendations in the re- 

ort with respect to the production credit corporations were considered 
in 1955 but the committee asked the Federal Board to give further 
study to the production credit corporations and the Federal inter- 
mediate credit banks and to make new recommendations with respect 
to these institutions. The recommendations made by the Federal 
Board pursuant to this request were enacted in the Farm Credit Act 
of 1956 (Public Law 809, 84th Cong., approved July 26, 1956). The 
bill herewith reported, together with S. 1513, which is also being re- 
ported by the committee, contain the remaining recommendations of 
the Federal Farm Credit Board for legislation deemed necessary to 
effectuate fully the policy of the 1953 act, to improve the efficiency of 
the lending service of the banks, and to clarify the application of 
certain Federal laws. 


BACKGROUND—THE FARM CREDIT SYSTEM 


The Farm Credit Administration is an independent agency in the 
executive branch of the U.S. Government. The agency consists of 
the Federal Farm Credit Board, the Governor, and other officers and 
employees appointed by the Governor. The Federal Farm Credit 
Board is a part-time, policymaking Board which consists of 13 mem- 
bers, 12 of whom are appointed by the President with the advice and 
consent of the Senate. in making the appointments, the President is 
required to receive and consider nominations by the various user 
groups in each farm credit district. The 13th member of the Board 
is designated by the Secretary of Agriculture as his representative on 
the Board. 

The Farm Credit Administration supervises, examines, and coordi- 
nates the activities of the 37 banks and about 1,400 local associations 
which, together with the Farm Credit Administration, comprise the 
cooperative farm credit system. The Governor, under the general 
supervision and direction of the Federal Farm Credit Board, is 
responsible for the execution of the laws creating the powers, functions, 
and duties of the Farm Credit Administration. Expenses of the Farm 
Credit Administration are not paid from Treasury funds but are paid 
through assessments against the banks and associations of the system. 
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The United States is divided into 12 farm credit districts. There 
is in each district a Federal land bank, a Federal intermediate credit 
bank, and a bank for cooperatives. Each district has a farm credit 
board which also serves as the board of directors of each of the three 
banks. Each district board consists of seven members, two elected 
by the national farm loan associations, two elected by the production 
credit associations, one elected by the stockholders of the bank for 
cooperatives, and two appointed by the Governor of the Farm Credit 
Administration with the concurrence of the Federal Farm Credit 
Board. There is a central bank for cooperatives located in the 
District of Columbia, which has a separate board of directors. 


BACKGROUND—THE FEDERAL LAND BANKS 


The Federal land banks were established under the Federal Farm 
Loan Act of 1916. They provide farmers and ranchers with long- 
term credit on farm real estate, ‘These loans are made through na- 
tional farm loan associations, also organized under the 1916 act. 
Each borrower from a Federal land bank is required to become a 
member of the national farm loan association through which the loan 
is made. The borrower buys capital stock of the association in an 
amount equal to 5 percent of the face amount of the loan and the 
association is required to purchase an equal amount of stock in the 
Federal land bank of the district. 

A Federal land bank loan must be secured by ‘4 first mortgage on 
the farm or ranch of the borrower and is repayable on an amortized 
basis in annual or semiannual installments. The amount of loans to 
any one borrower may not exceed $200,000. In no event, however, 
may the amount loaned exceed 65 percent of the appraised normal 
value of the farm or ranch offered as security. 

The loan funds of the Federal land banks are obtained chiefly 
through the sale of consolidated bonds to the investing public. Since 
the banks obtain their loan funds in this manner, interest on loans 
made in farmers varies with the cost of money. 

At the outset, the Federal land banks were largely capitalized by 
the U.S. Government. The law provided for the automatic retire- 
ment of Government capital in the banks under specified conditions 
and most of the original capital had been retired i 1932. In that 
year, however, due to the generally depressed condition of agriculture 
and the inability of the banks to find a ready market for their bonds, 
$125 million of Government capital was invested in the banks, Later, 
approximately $189 million additional Government capital was in- 
vested in the banks to assist them in granting extensions and defer- 
ments on outstanding mortgage loans. By 1947, however, all of the 
Government capital in the Seal land banks had been repaid. 

Farmer members own all the capital stock of each of the approxi- 
mately 900 national farm loan associations and the associations, in 
turn, own all the stock of the Federal land banks. Thus, the Federal 
land bank system has been completely farmer owned since 1947. 
On December 31, 1958, the combined net worth of all Federal land 
nent and national farm loan associations was approximately $475 

ion. 
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BACKGROUND—THE FEDERAL INTERMEDIATE CREDIT BANKS 


The Federal intermediate credit banks were established under the 
Agricultural Credits Act of 1923. They were organized as banks of 
discount to provide a permanent and dependable source of funds for 
institutions making loans to farmers and ranchers. Although these 
banks served many privately capitalized financing institutions in the 
decade following their organization, they never served farmers 
effectively until the system of production credit associations was 
established in 1933. Up to that time, there were not enough primary 
lenders with sufficient capital to make funds available to individual 
farmers in anything like an adequate volume. The production credit 
associations were established to make the rediscounting services of the 
Federal intermediate credit banks available to every farmer in the 
United States who has a satisfactory basis for credit: 

As a result of the growth and development of the production credit 
system, the major part of the credit business of the intermediate 
credit banks is now done with the production credit associations. The 
most recent figures for the system as a whole show that about 93 
percent of the banks’ average daily balances of loans and discounts 
outstanding were accounted for by the production credit associations. 
The banks also do business with a number of other financing institu- 
tions (called OFI’s), principally State-chartered, privately capitalized, 
agricultural credit corporations and livestock loan companies. 

The intermediate credit banks obtain their loan funds primarily 
from the sale of short-term consolidated debentures to the investing 
public. The interest and discount rates which the banks charge the 
production credit associations and the OFI’s See upon the rates of 
interest which the banks have to pay on their debentures, 

The Federal intermediate credit banks were originally capitalized 
by the U.S. Government. They remained so until January 1, 1957, 
the effective date of the Farm Credit Act of 1956, at which time the 
Government’s capital investment in the banks was $87.4 million, 
composed of $60 million of the original capital and $27.4 million 
transferred from the production credit corporations which were merged 
with the intermediate credit banks by the provisions of that act. The 
1956 act included provisions under which the banks are now. being 
coverted from Government to private ownership. On January 1, 
1957, production eredit associations were required to subscribe, in the 
aggregate, to 15 percent of the capital stock of the intermediate credit 
banks. All of this stock has now been paid for and a corresponding 
amount of Government capital in the banks has been retired. The 
balance of the Government capital, represented by preferred stock, 
will be retired over a reasonable period of years from earnings of the 
banks and eventually they will be owned entirely by the production 
credit associations. As of April 1, 1959, $13.6 million of the $92.2 
million ($87.4 million referred to above plus $4.8 million invested 
since 1957) of Government capital in the intermediate credit. banks 
had been retired. The combined net worth of the intermediate credit 
banks on December 31, 1958, was $166 million. 
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BACKGROUND—THE PRODUCTION CREDIT ASSOCIATIONS 


There are 495 production credit associations in the United States, 
Loans by the associations are usually on a budget basis for periods u 
to 1 year. Some loans for capital purposes are made for periods up 
to 5 years. Each borrower from a production credit association is 
required to own class B (voting) stock in the association in an amount 
equal to 5 percent of the amount of the loan. The loans are usually 
secured by chattel mortgages on crops or livestock but unsecured loans 
are made in appropriate cases, 

The production credit associations provide credit to members at 
the lowest cost consistent with sound business practices. Interest 
rates vary among the associations. Since the associations obtain their 
loan funds by rediscounting farmers’ notes with the Federal inter- 
mediate credit banks, interest rates are determined largely by the cost 
of money to those banks. 

Initially, the production credit associations were capitalized almost 
entirely through the purchase of class A (nonvoting) stock by the 
Government. Over the years, farmers have also purchased substan- 
tial amounts of class A stock to increase the lending capacity of their 
associations and to retire Government capital. These purchases of 
class A stock were over and above the class B stock required to be 
owned in connection with each loan. Most associations have elected 
to devote their earnings to building their financial strength and, con- 
sequently, members have largely foregone returns on their stock 
investments. As capital investments by members grew and earnings 
of the associations accumulated, the Government capital in the associ- 
ations has been gradually retired. This plan of operation has enabled 
the associations to retire all but $4 million of the approximately $90 
million of Government capital invested in them and only 40 of the 
associations have any Government capital left. Member-owned capi- 
tal stock of the 495 associations at December 31, 1958, amounted to 
$131,980,000 and the combined net worth of all the associations on 
that date was approximately $246 million. 


BACKGROUND—THE BANKS FOR COOPERATIVES 


The banks for cooperatives were organized under the Farm Credit 
Act of 1933. They make loans to farmers’ marketing, purchasing, 
and service cooperatives. Three distinct types of loans are made: 
commodity, operating capital, and facility loans. Interest rates vary 
with the type of loan. Generally, the commodity loans carry the 
lowest interest rate, operating capital the next higher, and facility 
loans the highest rate. 

The loan funds of the banks for cooperatives, other than those 
available from their capital and surplus, are obtained from the sale 
of consolidated debentures. As is the case with other banks of the 
system, interest rates charged by the banks for cooperatives depend, 
to a large extent, upon the rates they have to pay on their debentures. 

The banks for cooperatives were capitalized by the United States 
out of the revolving fund from which the Federal Farm Board pre- 
viously made loans to cooperatives under the Agricultural Marketin 
Act of 1929. As the credit service of these banks increased, capita 
stock subscriptions by the United States increased until they reached 
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$178.5 million in 1945. This amount was reduced to $150 million 
at the time of passage of the Farm Credit Act of 1955. 

The Farm Credit Act of 1955 provided a plan for the systematic 
retirement over a period of years of the Government capital in the 
banks for cooperatives. This was to be made possible by the creation 
of permanent capital contributed by the users of the banks. From 
organization until January 1, 1956, the effective date of the 1955 act, 
borrowers from the banks for cooperatives were required to purchase 
capital stock of the banks equal to approximately 5 percent (a lower 

ercentage in the case of commodity loans) of the amount of their 
oans. Upon repayment of the loan, borrowers had the right to have 
the stock retired and receive the proceeds either in cash or have them 
applied as a payment on the loan. Borrower capital built up in this 
manner could not be regarded as permanent. 

Under the Farm Credit Act of 1955, borrowers &om the banks for 
cooperatives are required to purchase class C (voting) stock in the 
banks in an amount related to the quarterly interest payments on 
their loans (from 10 to 25 percent as determined by the bank with 
the approval of the Farm Credit Administration). Also, the net 
earnings of the banks, after reserves, certain dividends, and franchise 
taxes are provided for, are required to be distributed in class C stock 
to the borrowing cooperatives. Class A (Government-owned) stock of 
the banks is required to be retired each year in an amount equal 
to the amount of class C stock issued for that year. Thus, funds 
from regular investments in class C stock by the borrowers and from 
net earnings of the banks are being used to retire Government capital. 

As of June 30, 1958, the banks for cooperatives had retired $15.2 
million of Government capital since the Farm Credit Act of 1955 
became effective on January 1, 1956. This reduced the amount 
of Government-owned stock in the banks to less than $135 million 
compared with a peak of $178.5 million in 1945 and $150 million on 
January 1, 1956, when the 1955 act became effective. The combined 
net worth of the banks for cooperatives on December 31, 1958, was 
$265.3 million. 

ANALYSIS OF THE BILL 


Farm credit appraisers (sec. 1) 


Section 1 supplements section 2(b) of tre bill, which transfers the 
major responsibility for appraisals to the Federal land banks and pro- 
vides for appointment of appraisers by the banks. This section would 
amend section 3 of the Federal Farm Loan Act, which now authorizes 
the Farm Credit Administration to appoint all land bank appraisers, 
to restrict the Farm Credit Administration to the appointment of 
farm credit appraisers to perform those appraisal functions which, 
under the provisions of the bill, are to be retained by the Farm Credit 
Administration and such other duties as may be assigned to them 
from time to time by the Farm Credit Administration. The farm 
credit appraisers would establish appraisal standards and make re- 
views and investigations concerning compliance with those standards 
and the quality of first mortgages securing land bank bonds. This 
section also deletes certain provisions of existing law which are al- 
ready obsolete or are made so under the provisions of the bill. 
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Addition to loan for stock purchase (sec. 2(a)) 


Section 2(a) would amend section 9 of the Federal Farm Loan Act, 
as amended, to provide that any additional sum loaned for the re- 
quired purchase of national farm loan association stock may be over 
and above the present loan limit of 65 percent of the value of the farm 
mortgaged. 

A borrower from a Federal land bank is required to subscribe for 
shares of stock in the national farm loan association through which 
the loan is made in an amount equal to 5 percent of the face amount 
of the loan. The law provides that the loan may include an amount 
necessary to pay for the required stock but the additional sum for 
the purchase of the stock must not permit the loan to exceed the 
limit of 65 percent of the normal value of the farm offered as security, 
a limit applicable generally to all land bank loans. 

Farmers generally understand that they may borrow up to 65 
percent of the normal value of their farms to meet their needs, but 
they often do not understand why the sum to purchase steck in the 
association must be deducted from the amount of the loan, particularly 
since the stock is required to be held by the association as collateral 
security for the repayment of the loan: 

The amendment proposed in the bill would remove the basis for 
this misunderstanding on the part of farmers and eliminate a constant 
source of embarrassment to the banks and associations. 

The slight increase in the amount loaned to 68.25 percent of the 
normal value would not affect the continued sound operation of the 
Federal land banks and national farm loan associations or the ade- 
quacy of the collateral pledged for bonds issued by the land banks. 
Transfer of responsibility for making appraisals (sec. 2(6)) 

Section 2(b) would amend section 10 of the Federal Farm Loan Act, 
as amended, to make these important changes: 

1. Appraisals for land bank loans would be made by appraisers 
appointed or designated, by the banks, in accordance with appraisal 
standards prescribed by the Farm Credit Administration.. All such 
appraisals must now be made by Federal appraisers, except those made 
by designees under the designee appraisal program authorized by the 
Farm Credit Act of 1955. 

2. Any appraisal made by a bank designee would no longer need to 
be followed by a second appraisal by a Federal appraiser after the 
effective date of the bill. 

3. Farm credit appraisers and appraisers for the land banks would 
no longer be ineligible for land bank loans, but would be prohibited 
from making any appraisal in connection with loans in which they are 
interested. 

4. Federal land banks would conduct appraisal studies as required 
by the Farm Credit Administration. 

5. The Farm Credit Administration would be authorized, in its 
discretion, to have any or all appraisals and appraisal standards studies 
made by farm credit appraisers in any district if that should be deemed 
necessary. Thus, the Farm Credit Administration would be author- 
ized to withdraw the authority of a land bank to make appraisals and 
appraisal studies if it should appear advisable for the spa Credit 
Administration to assume that responsibility again. This could be 
done as to all appraisals in a district or on a partial basis only. 
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6. Farm credit appraisers would make reviews and investigations 
regarding compliance with Farm Credit Administration standards 
with respect to appraisals and the quality of first mortgages securing 
Federal land bank bonds. Any first mortgage not meeting those 
standards would be eligible collateral for farm loan bonds only in 
such amount as the Administration might approve. 

A general discussion of the existing situation and the purpose of this 
section is contained in the second, third, and fourth paragraphs of the 


letter from the Governor of the Farm Credit Administration, attached 
hereto. 


Transfer of appraisers to land banks (sec. 3) 


Section 3 of the bill provides for the transfer to the Federal land 
banks of about 230 appraisers now employed by the Farm Credit 
Administration. Some 36 other appraisers would be retained by the 
Farm Credit Administration to carry out appraisal responsibilities 
imposed upon it under the provisions of the bill. The Farm Credit 
Administration would have discretion in the selection of appraisers 
which it would retain and it is intended that both the selection of 
farm credit appraisers and the transfer of appraisers to the land 
banks would be without regard to other provisions of law relating to 
the transfer or separation of Federal employees. Section 12 of the 
Veterans’ Preference Act is expressly mentioned because it is the 
only one of such provisions which appears to have any application to 
the situation covered by section 3 of the bill. 

The accumulated annual and sick leave carried over from the preced- 
ing leave year by each appraiser would be credited to his leave account 
in the bank to which he is transferred. Each such appraiser would 
also be transferred at the salary rate current at the time of transfer 
but his salary thereafter would be subject to the salary regulations 
applicable to other bank employees, including any appropriate adjust- 
ments resulting from a change of duties. 


Unamortized or partially amortized loans (sec. 4(a)) 


Section 4(a) would authorize the land banks to make loans on an 
amortized or partially amortized basis under rules and regulations 
issued by the Farm Credit Administration. Since the language of 
this section would clearly permit refinancing of outstanding loans on 
an uaamortized or partially amortized basis, it is considered that the 
authority therein granted would also permit the banks to agree to 
repayment of existing loans on the same basis. Present law provides 
that the banks may make loans only under an amortization plan 
ealling for a fixed number of annual or semiannual payments. 

Generally, amortized loans are considered to be in the best: interest 
of both borrower and lender. However, some land bank borrowers, 
after paying down their loans to a point, would prefer to use their 
income for farm improvement or other expenses. 

Also, in some instances, older borrowers would prefer to have a 
certain amount of debt against their farms and to use the money for 
living expenses which would otherwise go to reduce the debt. 

There are other farmers, some of whom are engaged in timber 
production, whose income during certain periods is insufficient to 
make both interest and regular installment payments on their loans. 
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Then there are still others who, like many business concerns, prefer 
to carry on their normal operations with a certain amount of mortgage 
indebtedness against the farm. The land banks could better serve 
the needs of all these farmers if they were authorized to make un- 
amortized or partially amortized loans. 

It is expected that the banks would use this authority only in special 
situations such as those described and they would not be permitted to 
do so in any case if there would likely be a deterioration in the security 
for the loan. 

Furthermore, the authority of the banks to make unamortized or 
partially amortized loans would be subject to close supervision by the 
Farm Credit Administration under authority given in the bill specifi- 
cally to issue rules and regulations relating to such loans. 

Maximum loan limit (see. 4(a)) 

Section 4(a) would also remove the $200,000 maximum loan limit 

applicable to Federal land bank loans but would retain the present 
rovision which requires Farm Credit Administration approval of any 
oan exceeding $100,000. 

With the increase in mechanization of agriculture, farms are be- 
coming larger and the total investment per farm is also increasing. 

Some farmers now need long-term loans in excess of $200,000 par- 
ticularly in timber-farming-areas, and they would find the land bank 
loans with favorable interest rates and repayment terms helpful. 

The proposed amendment would enable the land banks to serve the 
constantly increasing number of enlarged farms. 

The experience of the land banks in making loans to operators of 
the larger farms generally has been favorable, since such farms usually 
are operated efficiently and the security is adequate. There is the 
further fact that the cost of servicing per $100 is proportionately less 
on the larger loans, and expansion of the service of the banks to include 
more large operators should increase the earnings of the banks and 
thereby benefit all land bank borrowers. 

Interest earned on many of the smaller loans is not sufficient to pay 
the cost of handling them. The larger loans help to carry many sma 
loans in the $1,000 to.$3,000 classification. 


Removal of interest limitation on land bank bonds (sec. 4(b)) 

Section 4(b) would remove the 5-percent interest rate limitation 
which now applies to Federal land bank bonds. Since the banks 
obtain most of their loan funds through the sale of their bonds, this 
change will enable them to remain in a position to serve their real 
estate credit needs even if they should have to pay a higher rate than 
they are now permitted to pay. 

From the spring of 1955 to the fall of 1957, the Federal land banks 
had to pay increasingly higher interest rates on successive issues of 
their bonds. The highest rate paid was on an issue sold for delivery 
on October 1, 1957, at a net cost to the banks of 4.89 percent. Inter- 
est rates then declined rapidly for a number of months but are now 
again showing a substantial increase. The most recent issue of 
Federal land Sa bonds prior to the subcommittee hearings was 
sold on March 10, 1959, at a net cost of 4.39 percent for 9-year bonds. 

If the cost of funds in the money market should exceed the 5-percent 
legal limit for Federal land bank bonds—and this appears to be a 
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distinct possibility—the land banks would not be able to sell their 
bonds to refund maturing issues or to obtain the necessary funds to 
meet farmers’ demands for new loans. Consequently the 5-percent 
interest rate limit applicable to Federal land bank bonds should be 
removed. This change in the law will not result in farmers having 
to pay higher interest rates. It simply will enable the land banks 
to remain in a position to serve their real estate credit needs. 

Section 4(b) would also authorize the land banks, with the approval 
of the Farm Credit Administration, to issue only bearer or coupon 
bonds. It is expected that this authority will be used only when it 
is anticipated that there will be no demand for registered bonds. 
Under present law, provision must be made for an estimated quan- 
tity of registered bonds and often, in the case of short-term issues, 
these bonds are not used. It is anticipated that_registered bonds 
would, of course, be printed and evailahle for ‘all issues of long- 
term bonds. 


Additions to reserves (sec. 4(c) and (d)) 


Section 4(c) would provide that additions which the land banks 
make to their reserve accounts from earnings shall be made annually 
rather than semiannually as required under present law. Section 4(d) 
contains a similar provision for the land bank associations. This 
would involve some saving in bookkeeping by the banks and asso- 
ciations. 


Miscellaneous amendments (sec. 4(e), (f), (g), (A), (®), and (7) as those 
subsections are designated by committee amendment) 


Sections 4(e) and 4(g) change provisions of law imposing additional 
duties upon land bank appraisers to provide that such duties shall be 
eee by farm credit appraisers. These changes are necessitated 

y the changes made by section 3 of the bill with respect to responsi- 
bilities for appraisals. Section 4(e) provides for the appointment of 
farm credit appraisers to act as conservators for land baal associations. 
Section 4(g) provides for farm credit appraisers performing certain 
duties in behalf of Federal intermediate credit banks: 

Section 4(f) would make it clear that Federal intermediate credit 
banks may purchase certain loans from other credit banks with or with- 
out endorsement. Section 202(c) of the Federal Farm Loan Act, as 
amended (12 U.S.C. 1033), now provides that any Federal inter- 
mediate credit bank may sell, with or without its endorsement, loans 
which it has made to production credit associations or other financing 
institutions and agricultural paper which it has discounted for them. 
The addition now being made is to make clear that another Federal 
intermediate credit bank may purchase such loans and discounts with 
or without endorsement of the Federal intermediate credit bank which 
is selling them. The need for this clarification is due largely to the 
fact that the Governor formerly had authority to require a Federal 
intermediate credit bank to purchase loans and discounts from another 
such bank but this authority was repealed upon enactment of the 
Farm Credit Act of 1956, That repeal was not intended to prevent 
one bank from purchasing paper on the same basis that another bank 
is authorized to sell it. it seems appropriate to make this clear. 

Sections 4(h) and 4(i) change the names of the national farm loan 
association to ‘Federal land bank associations” and the designation 
“secretary-treasurer” (of such associations) to “manager.” 
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Although the Federal land banks have been making loans through 
local national farm loan associations for more than 40 years, there 
are many farmers who do not yet identify the associations as the source 
for loans of the Federal land bank system. The change in name of 
the associations will help correct this situation and result in improved 
public relations. The title “‘secretary-treasurer”’ for the person in 
charge of the association is outdated. Such a person is, in fact, the 
managing officer of the association and the title should be changed 
accordingly. 

Section 4(j) would authorize the Federal Farm Credit Board to fix 
the salary of not more than three positions of Deputy Governor at a 
rate not exceeding $17,500 per annum. It is intended that the three 
positions would be those of the Directors of the Land Bank Service, 
the Cooperative Bank Service, and the Short-Term Credit Services 
(intermediate and production credit), all of which are now also Deputy 
Governors. Salaries for these positions are not paid from Treasury 
funds, but from funds collected by assessment against the banks and 
associations of the system, 


Effective date (sec. 5) 
Section 5 would make the bill effective December 31, 1959. 


DEPARTMENTAL VIEWS 


The letter from the Farm Credit Administration requesting this 
legislation follows: 
Farm Crepit ADMINISTRATION, 
Washington, D.C., March 13, 1959. 


The Honorable the PresipENT oF THE SENATE, 
U.S. Senate. 


Dear Mr. Presipent: There is enclosed a proposed bill entitled 
‘A bill to amend the Federal Farm Loan Act to transfer responsibility 
for making appraisals from the Farm Credit Administration to the 
Federal land banks, and for other purposes.” 

The primary purpose of the proposed bill is to transfer from the 
Farm Credit Administration to the Federal land banks the responsi- 
bility for making appraisals of farm properties offered as security for 
land bank loans. A step in this direction was taken upon enactment 
of the Farm Credit Act of 1955 authorizing the so-called designee 
appraisal program of the land banks. Prior to enactment of the 1955 
act, a Federal land bank could not make a loan until the security had 
been appraised by a land bank appraiser employed by the Farm 
Credit Administration, a Federal agency responsible for supervision of 
the Federal land bank system. Under the designee appraisal pro- 
gram authorized by the 1955 act, a bank, with the approval of the 
Farm Credit Administration, may make a loan on the basis of an 
appraisal by a person designated by the land bank for that purpose. 
Generally, the person so designated is secretary-treasurer of the local 
national farm loan association (renamed in the bill ‘‘manager’’ and 
“Federal land bank association,” respectively). Loans so made may 
be used as collateral for farm loan bonds but a written report on the 
security by a land bank appraiser must be obtained within 1 year after 
the loan is made. Thereafter, the loan cannot be carried as bond 
collateral for more than 65 percent of the normal value of the security 
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as established by such land bank appraiser. Furthermore, any such 
loan may no longer be carried as bond collateral in any amount unless 
the report of the land bank appraiser establishes that the security 
meets the standards prescribed by the Farm Credit Administration 
for a land bank loan. 

Under the terms of the bill, the land banks would make loans on the 
basis of appraisals by persons appointed or designated by the banks 
for that purpose. The Farm Credit Administration, however, would 
continue to establish appraisal standards for land bank loans and 
review the work of the appraisers appointed or designated by a bank 
to the extent necessary to assure compliance with such standards. 
If the security for any loan did not meet the prescribed standards, the 
Joan could not be credited as bond collateral except in such amount as 
the Farm Credit Administration might approve. The Farm Credit 
Administration would also be authorized to withdraw from a land 
bank responsibility for making appraisals and appraisal standards 
studies in any district where, for example, the bank fails to maintain 
the prescribed quality of appraisals. The bill would leave unchanged 
the provisions of existing law which limit land bank loans to 65 
percent of the appraised normal value of the security for the loan. 

The Federal land banks have been engaged in the farm loan business 
for more than 40 years. It is our belief that the banks have now 
gained enough experience in sound lending practices to assume the 
responsibility for making appraisals as a part of their management 
function. Thus, the proposed bill is another step toward complete 
implementation of the policy of the Farm Credit Act of 1953 to 
encourage and facilitate increased borrower participation in the 
management of the banks and local associations. 

The bill also contains a few other amendments to farm credit laws, 
the most important of which would remove (i) the statutory 5- and 
6-percent interest rate limitations now applicable to farm loan bonds 
and Federal land bank loans, respectively, and (ii) the $200,000 maxi- 
mum loan limit applicable to land bank heen. 

The Federal land banks obtain most of their loan funds from the 
sale of consolidated farm loan bonds to the investing public. Before 
interest rates began to decline the latter part of 1957, interest rates 
on these bonds shins reached the legal limit of 5 percent. Although 
we have no reason to believe that interest rates will return to or exceed 
their 1957 level, it would seem prudent to guard against any possibility 
that the banks would not be able to sell their bonds to obtain the 
necessary funds to meet the credit requirements of farmers. Since 
the spread between what the banks have to pay for their loan funds 
and the interest rates they charge farmers must be sufficient to cover 
at least the cost of their funds and operating expenses, it is also 
necessary to remove the present 6-percent interest rate limit applicable 
to loans made by the land banks. The bill would not, however, 
disturb other provisions of law under which interest rates generally 
are subject to approval by the Farm Credit Administration. 

The proposed removal of the $200,000 limit on land bank loans to 
any one borrower is based on the desire of the banks also to serve the 
constantly increasing number of larger farms. With the increase in 
mechanization of agriculture, farms are becoming larger and the 
total investment per farm is constantly increasing. The banks are 
unable to serve many of these farms, particularly in timber farming 
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areas, because their credit requirements exceed the maximum loan 
limit. The bill would not, however, change the present provision 
of law under which loans exceeding $100,000 must be approved by the 
Farm Credit Administration. While the experience of the land banks 
in making loans to large operators has been good, continued approval 
of loans exceeding $100,000 by the Farm Credit Administration should 
afford adequate protection against any possible abuse of this authority, 
Also, the bill does not change the present requirement that no loan 
may exceed 65 percent of the normal appraised value of the farm 
offered as security. 

Section 1 of the bill would amend section 3 of the Federal Farm loan 
Act to limit the authority of the Farm Credit Administration to the 
appointment of appraisers who would be called farm credit appraisers 
and whose primary responsibilities would be to establish appraisal 
standards, to determine compliance with those standards through 
review of the work of appraisers designated or appointed by the land 
banks, and to investigate the quality of first mortgages securing 
farm loan bonds. This section of the bill would also repeal certain 
obsolete provisions of the Federal Farm Loan Act. 

Section 2 of the bill contains the principal provisions of the new 
appraisal plan. This section would amend section 10 of the Federal 
Farm Loan Act in the following important respects: 

(1) The loan committee of the local Federal land bank association 
(as renamed), which makes a report on each loan application filed 
with the association, would obtain a report on the security by an 
appraiser designated or appointed by the land bank. Under present 
law, the loan committee utilizes a land bank appraiser appointed b 
the Farm Credit Administration or a person designated by the ban 
under a designee program approved by the Farm Credit Adminis- 
tration. 

(2) The land bank would be authorized to make a loan on the basis 
of an appraisal by a person designated or appointed by the bank. 
Under present law, the appraisal must be made by a land bank ap- 
praiser or by a person designated by the bank under a designee pro- 
gram approved by the Farm Credit Administration. The present 
requirement under the designee program for a second appraisal by 
a land bank appraiser would no longer apply and, instead, there would 
be a review of appraisals by appraisers appointed by the Farm Credit 
Administration rather than a complete reappraisal in every case. 

(3) Appraisers designated or appointed by the land bank would be 
required to make their appraisals in accordance with standards 
prescribed by the Farm Credit Administration, Thus, the Farm 
Credit Administration would establish standards to be followed by 
appraisers for the banks in the same way as it now establishes aa 
ards for land bank appraisers appointed by it. 

(4) Each Federal land bank would be responsible for making such 
studies as are necessary to enable the Farm Credit Administration to 
establish appraisal standards for the district. 
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(5) The Farm Credit Administration would. be authorized in its 
discretion to direct to require that any or all appraisals or appraisal 
standards studies be hada by appraisers appointed by it ended the 
authority of section 1 of the bill. If the Farm Credit Administration 
should impose such a requirement on any bank, it would be authorized 
to employ additional appraisers (including those designated or ap- 
pointed by the banks) for that purpose and require the bank to pay 
the cost of such appraisers. 

(6) Appraisers appointed by the Farm Credit Administration would 
be responsible for making reviews and investigations concerning 
compliance with appraisal standards and the quality of first mortgages 
securing farm loan bonds. Any first mortgage which did not conform 
to the appraisal and loan standards prescribed by the Farm Credit 
Administration would not be credited: as collateral for bonds except 
in such amount as the Farm Credit Administration might approve. 

Section 3 of the bill would provide for the transfer from the Farm 
Credit Administration to the banks of present land bank appraisers 
who are not selected as farm credit appraisers under the authority 
of section 1 of the bill. Thus, all land bank appraisers employed 
by the Farm Credit Administration on the effective date of the 
legislation would either be transferred to the bank of the district 
in which they are now assigned or they would be continued in the 
employment of the Farm Credit Administration as appraisers for work 
in connection with the supervisory responsibility of the Farm Credit 
Administration now under the new appraisal plan. However, any ap- 
praiser who elects not to accept employment with the Farm Credit 
Administration or the bank would be regarded as involuntarily separa- 
ted from the Farm Credit Administration. 

Section 4 of the bill contains several other amendments, most of 
which are of a minor nature. Subsection (a) would (i) authorize the 
land banks, subject to rules and regulations issued by the Farm Credit 
Administration, to make loans on an unamortized or partially amor- 
tized basis, (ii) remove the present $200,000 limitation on land bank 
loans to any one borrower, and (iii) remove the 6-percent interest rate 
limitation applicable to land bank loans. Subsection (b) would also 
remove the 5-percent limitation applicable to interest rates paid 
on farm loan bonds issued by the land banks. The remaining provi- 
sions of section 4 contain either changes in name or perfecting and 
clarifying amendments considered necessary for effective administra- 
tion of farm credit laws. 

This submission has the approval of the Federal Farm Credit Board 
and early consideration and enactment of the proposed bill is recom- 
mended. 

The Bureau of the Budget advises that there is no objection to the 
presentation of this proposal for the consideration of the Congress. 

Very truly yours, 
R. B. Toorery, Governor, 


59003°—-59 §. Rept., 86-1, vol. 3——-39 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


THE FEDERAL FARM LOAN ACT 


Sec. 3..* * * 
* a * oe * * * 


The Farm Credit Administration shall appoint a farm loan regis- 
trar [in] for each farm credit district to receive applications for issues 
of farm loan bonds and to perform such other services as are pre- 
scribed by this Act, and may appoint a deputy registrar who shall 
during the unavoidable absence or disability of the registrar perform 
the duties of that office. It shall also appoint [one or more land 
bank] as many farm credit appraisers [for each farm credit district] 
and [as many] farm credit examiners as it shall deem necessary. 
[Farm] Such farm loan registrars, deputy registrars, [land bank] 
farm credit appraisers, and farm credit examiners [appointed under 
this section shall be public officials and shall, during their continuance 
in office,} shall have no connection with or interest in any [other] 
institution, association, or partnership engaged in banking or in the 
business of making land mortgage loans or selling land mortgages 
but they may perform such duties as are authorized by the Farm Credit 
Administration in connection with the business of the banks and. associ- 
ations it supervises: Provided, That this limitation shall not apply to 
persons employed by the [administration temporarily to do special 
work] Farm Credit Administration on a temporary basis. 

[Federal land bank appraisers, and appraisers or inspectors of Fed- 
eral intermediate credit banks, shall receive such compensation as the 
Farm Credit Administration shall fix and shall be paid by the Federal 
land banks, joint stock land banks, and the Federal intermediate credit 
banks they serve, in such proportion and in such manner as the Farm 
Credit Administration shall order.] 

[The Farm Credit Administration shall be authorized and empow- 
ered to employ such attorneys, experts, assistants, clerks, laborers, 
and other employees as it may deem necessary to conduct the business 
of said administration. All salaries and fees authorized in this section 
and not otherwise provided for shall be fixed in advance by said ad- 
ministration and shall be paid in the same manner as the salary of the 
Land Bank Commissioner. All such attorneys, experts, assistants, 
clerks, laborers, and other employees, and all registrars, examiners, 
and appraisers shall be appointed without regard to the provisions of 
the Act of January 16, 1883 (22 Stat., 403), and amendments thereto, 
or any rule or regulation made in pursuance thereof and may be classi- 
fied without regard to the Classification Act of 1949: Provided, That 
nothing herein shall prevent the President from placing said employees 
in the classified service.] 

* ~ * ~ * o 
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The Farm Credit Administration shall from time to time require 
examinations and reports of condition of all land banks established 
under the provisions of this Act and shall publish consolidated state- 
ments of the results thereof. [It shall cause to be made appraisals 
of farm lands as provided by this Act, and shall prepare and publish 
amortization tables which shall be used by national farm loan associa- 
tions and land banks organized under this Act.} 


* x *” “ n * * 
Sec. 9. * * * 
* K = - oo * a 


Any person desiring to secure a loan through a [national farm loan] 
Federal land bank association under the provisions of this Act may, at 
his option, borrow from the Federal land bank through such associa- 
tion the sum necessary to pay for shares of stock subscribed for b 
him in the [national farm loan] Federal land bank association}. 
Any such sum [to] for the purchase of stock shall be made a part of 
the face amount of the loan and [paid off in amortization payments: 
Provided, however, That such addition to the loan shall not be permitted 
to increase said loan above the limitation imposed in subsection fifth 
of section twelve] such sum shall for all purposes be additional to the 
65 per centum of the normal value of the farm as specified in any provision 
of this Act. 

x x x ~ * od * 


Src. 10. (2) Whenever an application for a mortgage loan is made to 
a [national farm-loan] Federal land bank association, the loan com- 
mittee provided for in section 7 of this Act shall [forthwith make, or] 
cause to be made [,] such investigation as it may deem necessary as 
to the character and solvency of the applicant[, ] and the sufficiency of 
the security offered. [The committee may request a report on the 
value of the security by a land bank appraiser appointed under the 
authority of section 3 of this Act, in which event such an appraiser 
shall investigate and make a written report to the association upon 
the security offered.] When it appears that a loan may be approved, 
the loan committee shall obtain a written report on the security by an 
appraiser designated or appointed by the Federal land bank of the district 
and such appraiser shall investigate and make a written report upon the 
security offered. Such appraisal, investigation, and report shall be made 
in accordance with appraisal standards prescribed by the Farm Credit 
Administration and may be made by any competent person (including 
an employee of a Federal land bank association) when designated for that 
purpose by the Federal land bank of the district. The loan committee 
shall cause a written report to be made of the results of such [investi- 
gation or] investigations of the applicant and the security [as it has 
required to be made] and shall, if it concurs in such report, approve 
the same in writing. [No loan shall be made unless the report of the 
committee is favorable.] After [the investigation required in this 
paragraph has been made, the association has requested and received 
a report upon the value of the security by a land bank appraiser, and] 
the loan committee has reached an agreement as to the amount and 
terms of the loan which may be offered to the applicant, if such 
amount is not in excess of 65 per centum of the normal value of the 
security offered as determined by said appraiser [the secretary- 











18 FEDERAL LAND BANKS 


treasurer}, the association may notify the applicant of the amount and 
terms of the loan nnd by the loan committee: Provided, That 
any such notice shall contain a statement that the amount and terms 
of the loan offered to the applicant are subject to and conditioned 
upon subsequent approval or disapproval by the Federal land bank. 

(6) The written report [required in the preceding paragraph, to- 
gether with any report made by a land bank appraiser,] of the loan 
committee and the report made by an appraiser designated or appointed 
by the Federal land bank shall be submitted to the Federal land bank 
with the application for the loan, and the land bank shall examine 
said [written report] reports when it passes on the loan application 
which [it accompanies, but it shall not be bound by the value placed 
upon the property by the loan committee] they accompany. o loan 
shall be made unless the report of the loan committee and the report of 
the appraiser are favorable. 

[Before any mortgage loan is made by any Federal land bank, or 
joint-stock land bank, it shall refer the application to one or more of 
the land bank appraisers appointed under the authority of section 3 
of this Act, and such appraiser or appraisers shall investigate and make 
a written report on the security offered for said loan: Provided, That 
if a land bank appraiser has made a report on said security to the 
national farm-loan association, the Federal land bank need not 
request an additional report. No such loan shall be made by said 
land bank unless the written report of the land bank appraiser is 
favorable. 

[Forms for appraisal reports for farm loan associations and land 
banks shall be prescribed by the Farm Credit Administration.]  (c) 
All appraisal reports shall be made on forms approved by the Farm Credit 
Administration. 

wane bank appraisers shall make such examinations and appraisals 
and conduct oe investigations, concerning farm loan bonds and first 
mortgages, as the Farm Credit Administration shall direct. 

[No borrower under this Act shall be eligible as an appraiser under 
this section, but borrowers may act as members of a loan committee 
in any case where they are not personally interested in the loan under 
consideration. When any member of a on committee or of a board 
of directors is interested, directly or indirectly, in a loan, a majorit: 
of the board of directors of any national farm loan association sha 
appoint a substitute to act in his place in passing upon such loan.] 

(d) No farm credit appraiser and no appraiser designated or appointed 
by a Federal land abi shall make any appraisal in connection with a 
loan in which he is interested, directly or indirectly. No member of a loan 
committee or of a board of directors of a Federal land bank association 
shall participate in the consideration of or action on any loan in which he 
is interested, directly or indirectly. 

[Notwithstanding any other provision of this Act to the contrary, 
subject to the approval of the Farm Credit Administration, the inves- 
tigation and the written report or reports on the value of the security 
offered for a Federal land bank loan, which otherwise are required by 
this section to be made by land bank appraisers appointed under the 
authority of section 3 of this Act, may be made, in accordance with 
appraisal standards prescribed by the Farm Credit Administration, 
by any person (including a person who is secretary-treasurer of a 
national farm loan association) designated so to do by the Federal 
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land bank of the district; a Federal land bank is authorized to make a 
loan, if otherwise authorized, on the basis of such an investigation and 
report by a person so designated; and a loan so made shall be eligible 
as collateral for farm loan bonds under section 19 of this Act, if other- 
wise qualified thereunder: Provided, That, within one year, the land 
bank shall obtain a written report on the security for the loan by a 
land bank appraiser appointed under section 3 of this Act, in terms 
and form prescribed by the Farm Credit Administration, and such a 
loan shall be eligible as collateral for farm loan bonds thereafter only 
if such report by a land bank appraiser establishes that the security 
meets the standards prescribed by the Farm Credit Administration 
for a land bank loan, and in no event shall any such loan thereafter 
be carried as such collateral for bonds at more than 65 per centum of 
the normal value of the security as determined by such land bank 
appraiser. Except as otherwise specifically provrded in this para- 
graph, all provisions of this Act relating to loans made through 
national farm loan associations shall, insofar as applicable, apply 
with respect to loans made on such investigations and written reports 
by such designated one: 3 

(e) Each F ederal land bank shall conduct studies in such manner and 
to such extent as the Farm Credit Administration deems necessary in 
connection with the appraisal standards prescribed for the district. 

({) Notwithstanding the foregoing provisions of this section— 

(1) appraisal reports made by appraisers heretofore or hereafter 
appointed by the Farm Credit Administration pursuant to section 3 
of this Act may be used as a basis for Federal land bank loans; 

(2) the Farm Credit Administration may, in its discretion and 
in such circumstances and for such periods as it deems necessary, 
direct that any or all appraisals in connection with loans by any 
Federal land bank, or appraisal standards studies required by 
subsection (e), shall be made by farm credit appraisers appointed 
pursuant to section 3 of this Act; and 

(3) for purposes of paragraph (2) of this subsection, the Farm 
Credit Administration 1s authorized to employ additional farm credit 
appraisers, including such appraisers as ut may select who have been 
designated or appointed by a Federal land bank, and to require that 
the salaries and other expenses of all such additional appraisers be 
paid by the Federal land bank served by them in such manner as the 
Farm Credit Administration shall determine. 

(g) Farm credit appraisers appointed pursuant to section $ of this 
Act shall make such reviews and investigations as the Farm Credit 
Administration determines to be necessary to assure compliance with the 
appraisal standards prescribed by it pursuant to subsection (a) of this 
section; make such additional reviews and investigations concerning the 
quality of first mortgages securing farm loan bonds as the Farm Credit 
Administration shall direct; and perform such other duties as may be 
prescribed by the Farm Credit Administration. Any first. mortgage 
which is found not to conform to the appraisal and loan standards 
prescribed by the Farm Credit Administration shall not be credited toward 
meeting the amount of bond collateral which a Federal land bank is 
required to maintain with a farm loan registrar except in such amount 
as the Farm Credit Administration shall approve. 


* * * * * * * 
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Sec. 12, *.* * 
a * * * * ~ ~*~ 


Second. Every such mortgage shall contain an agreement providing 
for the repayment of the loan on an amortization plan by means of a 
fixed number of annual or semiannual installments sufficient to cover, 
first, a charge on the loan at a rate not exceeding the interest rate in 
the last. series of farm-loan bonds issued by the land bank making the 
loan; second, a charge for administration and profits at a rate not 
exceeding, except with the approval of the Governor of the Farm 
Credit Administration, 1 per centum per annum on the unpaid prin- 
cipal, said two rates combined constituting the interest rate on the 
mortgage; and, third, such amounts to be applied on the principal as 
will extinguish the debt within an agreed period, not less than five 
years nor more than forty years: Provided, That after five years from 
the date upon which a loan is made the mortgagor may, upon any 
regular installment date, make in advance any number of payments 
or any portion thereof on account of the principal of his loan as pro- 
vided by his contract or pay the entire principal of such loan, under 
the rules and regulations of the Farm Credit Administration: And 
provided further, That under the rules and regulations of the Farm 
Credit Administration any land bank may agree, at the time a loan 
is made or thereafter, that the mortgagor may make such payments 
or portions of payments in advance or pay the entire principal of such 
loan during the first five years the loan is in effect: [And provided 
further, That before the first issues of farm loan bonds by any land 
bank the interest rate on mortgages may be determined in the dis- 
cretion of said land bank, subject to the provisions and limitations of 
this Act.] And provided further, That any land bank may make loans 
on an unamortized or partially amortized basis, under rules and regula- 
tions issued by the Farm Credit Administration. 

. « * - * * + 


Seventh. The amount of [loans to any one borrower shall in no 
case exceed a maximum of $200,000, but] loans to any one borrower 
shall not exceed $100,000 unless approved by the Farm Credit Ad- 
ministration, nor shall any one loan be for a less sum than $100, but 
preference shall be given to applications for loans of $10,000 and 
under. 

* . - * « « * 


Sec. 20. Bonds provided for in this Act shall be issued in such 
amounts, denominations, and bear such terms as the Farm Credit 
Administration may authorize; they shall have a specified maturity, 
but may, in addition, when stated in the bonds, be redeemable, at the 
option of the land bank, at an earlier specified date or dates. [They 
shall bear a rate of interest not to exceed 5% per centum per annum, 
but no bonds issued or sold after June 30, 1923, shall bear a rate of 
interest to exceed 5 per centum per annum.] 

* * « - « - * 


In order to furnish farm loan bonds for delivery at the Federal land 
banks and joint stock land banks, the Secretary of the Treasury is 
authorized to prepare suitable bonds in such form, subject to the pro- 
visions of this Act, as the Farm Credit Administration may approve, 
such “bonds when prepared to be held in the Treasury subject to 
delivery upon order of the Farm Credit Administration. The en- 
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graved plates, dies, bed-pieces, and so forth, executed in connection 
therewith shall remain in the custody of the Secretary of the Treasury. 
Any expenses incurred in the preparation, custody, and delivery of such 
farm loan bonds shall be paid by the Secretary of the Treasury from 
anv funds in the ‘Treasury not otherwise appropriated: Provided, 
however, That the Secretary shall be reimbursed for such expenditures 
by the Farm Credit Administration through assessment upon the farm 
land banks in proportion to the work executed. They may be ex- 
changed into registered bonds of any amount, and reexchanged into 
coupon bonds, at the option of the holder, under rules and regulations 
to be prescribed by the Farm Credit Administration, except that, 
with the approval of the Farm Credit Admeustration, an issue of bonds 
may be limited to bearer or coupon bonds. 


* * * - * o*. *" * 


Sec. 23. Every Federal land bank shall [semiannually] at the end 
of each fiscal year carry to reserve account a sum not less than 50 per 
centum of its net earnings until said reserve account shall show a 
credit balance equal to the outstanding capital stock of said land bank. 
After said reserve is equal to the outstanding capital stock 10 per 
centum of the net earnings shall be added thereto [semiannually] 
at the end of each fiscal year until said reserve account shall show a 
credit balance equal to 150 per centum of the outstanding capital 
stock of said land bank, and any land bank having a credit balance in 
said reserve account in excess of 150 per centum of its outstanding 
capital stock may withdraw such excess from said reserve account 
with the approval of the Farm Credit Administration. Whenever 
said reserve shall have been impaired it shall be fully restored before 
any dividends are paid. 

* ~ * * * A = 


Sec. 24. Every [national farm loan association] Federal land 
bank association shall, out of its net earnings, [semiannually] at the 
end of each fiscal year carry to reserve account a sum not less than 10 
per centum of such net earnings until said reserve account shall show 
a credit balance equal to 25 per centum of the outstanding capital 
stock of said association. After said reserve has reached the sum of 
25 per centum of the outstanding capital stock, 5 per centum of the 
net earnings shall be [semiannually] at the end of each fiscal year 
added thereto until said reserve account shall show a credit balance 
equal to 50 per centum of the outstanding capital stock of said dssoci- 
ation, and any association having a credit balance in said reserve 
account in excess of 50 per centum of its outstanding capital stock 
may withdraw such excess from said reserve account with the approval 
of the Farm Credit Administration. 


7 * oe Ba + « om 
Sec. 29. * * * 
* * * * * * ~ 


Upon receiving satisfactory evidence that any ae farm loan 
association] Federal land bank association has failed to meet its out- 
standing obligations of any description, and that it will be to the best 
interests of its creditors and stockholders for the association to con- 
tinue in business, the Farm Credit Administration may, in its discre- 
tion, in lieu of appointing a receiver as hereinabove in this section 
provided, appoint a conservator for such association and require of 
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him such bond and security as the Administration may deem proper, 
The person so appointed shall be a [land bank appraiser] farm credit 
appraiser appointed under the authority of section 3 of this Act: 
Provided, however, That the Farm Credit Administration may, in its 
discretion, appoint some other qualified person. Any [land bank 
appraiser} farm credit appraiser appointed as a conservator shall serve 
without any additional compensation. Any other person appointed 
as a conservator shall receive such compensation as the Farm Credit 
Administration may authorize. Such compensation and all necessarv 
and proper expenses of any such conservatorship shall be paid out of 
the assets of such association and shall be a lien thereon which shall 
be prior to any other lien. 


* * . * * * * 
pac. 202. *s* * 
" * . * * * * 


(ce) Loans, advances, or discounts made under this section shall have 
a maturity at the time they are made or discounted by the Federal 
intermediate credit bank of not more than five years. Any Federal 
intermediate credit bank may in its discretion sell loans or discounts 
made under this section, with or without its endorsement[.], and an 
Federal intermediate credit bank may in its discretion purchase all 
loans or discounts with or without such endorsement. 


. . * * * * - 
SC. ae ie 
* * * * * - * 


(c) [Land bank appraisers] Farm credit appraisers are authorized, 
upon the request of any Federal intermediate credit bank and with 
the approval of the Farm Credit Administration, to investigate and 
make a written report upon the products covered by warehouse 
receipts or shipping documents, ae the livestock covered by mort- 
gages, which are security for notes or other such obligations represent- 
ing any loan to any organization, under this title. Farm credit ex- 
aminers are authorized, upon the request of any Federal intermediate 
credit bank and with the approval of the Farm Credit Administration, 
to examine and make a written report upon the condition of any 
organization, except national banks, to which the Federal intermediate 
credit bank contemplates making any such loan. 

* * + * * * * 


MISCELLANEOUS LAWS 


The bill amends the Federal Farm Loan Act, and any other act of 
Congress in which the terms “national farm loan association” or 
“national farm loan associations” appear, to change those terms to 
“Federal land bank association” or “Federal land bank associations.” 
The bill also amends the Federal Farm Loan Act, and any other act in 
which the words ‘‘secretary-treasurer” or ‘‘secretary-treasurers” are 
used to designate the secretary-treasurer of a national farm loan asso- 
ciation, to change those terms to ‘‘manager’’ and “‘managers.”’ Since it 
appears that no useful purpose would be served by setting out the 
various sections of the Federal Farm Loan Act and other acts in which 
these terms appear simply for the purpose of showing this change in 
their designation, that has not been done. 
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ACT OF AUGUST 6, 1953 


AN ACT To increase farmer participation in ownership and control of the Federal 
Farm Credit System; to create a Federal Farm Credit Board; to abolish certain 
offices; to impose a franchise tax upon certain farm credit institutions; and 
for other purposes. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


TITLE 


Section 1. This Act may be cited as the ‘Farm Credit Act of 1953”. 


* * * * * * * 


Szc. §& * * © 
* + * +. * 7 + 


(d) The Governor shall appoint such other personnel as may be 
necessary to carry out the functions, powers, and duties vested in 
the Farm Credit Administration: Provided, That the salary of not more 
than three positions of deputy governor shall each be fixed by the Board at 
a rate not exceeding $17,500 per annum. The Farm Credit Adminis- 
tration shall consist of the Board, the Governor, and such other per- 
sonnel as are employed in carrying out the functions, powers, and duties 
vested in the Farm Credit Administration. All functions, powers, 
and duties of the Farm Credit Administration, except those herein 
conferred upon the Board, shall be exercised and performed by the 
Governor and may be exercised and performed by him through such 
officers and employees of the Farm Credit Administration as he shall 
designate. 

* * « . * « + 


O 
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1st Session No. 350 





STATUS OF FARM CREDIT SYSTEM EMPLOYEES 


June 5, 1959.—Ordered to be printed 


Mr. Hotuanp, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany 8. 1513] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 1513) to clarify the status of the Federal land banks, the 
Federal intermediate credit banks, and the banks for cooperatives and 
their officers and employees with respect to certain laws applicable 
generally to the United States and its officers and employees, and for 
other purposes, having considered the same, report thereon with a 
recommendation that it do pass with amendments. 


SHORT EXPLANATION 


This bill is designed to clarify the status of the employees of the 
Federal land banks, Federal intermediate credit banks, and banks for 
cooperatives (including the central bank for cooperatives). Ali such 
banks are referred to herein as district banks. 

The bill would— 

(1) authorize the district farm credit boards to employ per- 
sonnel and to determine their compensation, retirement, and 
other conditions of employment without regard to the following 
laws generally applicable to employees of the Federal Govern- 
ment, 

(a) Civil service laws, including the Lloyd-La Follette 
Act, the Ramspeck Act, and the so-called Whitten amend- 
ment; 

(6) Federal Employees’ Compensation Act; 

(c) Hatch Act and Veterans’ Preference Act; 

(d) Civil Service Retirement Act, except those employees 
covered by that act on the effective date of the bill. 

(e) Federal Tort Claims Act; 

(f) Applicable provisions of Federal Employees Pay Act 
of 1945 (compensation for overtime and night and holiday 
work); 

84006—59——1 
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(g) Government Employees’ Incentive Awards Act; and 
(hk) Applicable provisions of Annual and Sick Leave Act 
of 1951 (transfers of leave) and the so-called Lump-Sum 
Leave Payment Act of 1944 (leave payments upon separa- 
tion from Federal service) ; 
(2) provide social security coverage for employees of district 
banks employed after the effective date of the bill; and 
(3) make future acts of Congress relating to Federal agencies 
and their employees inapplicable to district banks and their em- 
ployees unless such acts specifically so provide. 

Nothing in the bill would amend or repeal any criminal laws or 
laws relating to loyalty and security which may now apply to em- 
ployees of the district banks. 

The bill would become effective January 1, 1960. 


COMMITTEE ACTION AND AMENDMENTS 


The subcommittee to which this bill was referred by the committee 
conducted 2 days of hearings on the bill and S. 1512, another bill rela- 
tive to the Farm Credit Administration. The witnesses were uni- 
formly in favor of the bill. ‘The bill was reported without opposition 
from subcommittee and from the full committee. The committee 
amendments are purely technical. The amendment to section 2(a) 
providing for inserting material after “employ of” instead of before 
“national farm loan association’ makes no change in the place of 
insertion. The reason for the amendment is that S. 1512, which is 
being reported by the committee would change the words “national 
farm loan association” to ‘‘Federal land bank association’ just prior 
to the time section 2(a) becomes effective. 


GENERAL BACKGROUND 


This bill is one of a series of legislative proposals designed to carry 
out the congressional policy stated in the arte Credit Act of 1953. 

Section 2 of the Farm Credit Act of 1953 (Public Law 202, 83d 
Cong., approved Aug. 6, 1953) states that it is the policy of the Con- 
gress— 


to encourage and facilitate increased borrower participation 
in the management, control, and ultimate ownership of the 
permanent system of agricultural credit made available 
through institutions operating under the supervision of the 
Farm Credit Administration. 


That section also required the Federal Farm Credit Board established 
under the provisions of that act to make legislative recommendations 
for carrying that policy into effect, including means of increasing 
borrower participation in the ownership of the farm credit system to 
the end that the investment of the United States in the Federal inter- 
mediate credit banks, the production credit corporations, and the 
banks for cooperatives may be retired. 

Pursuant to the obligation thus imposed on it by the 1953 act, the 
Federal Farm Credit Board made recommendations regarding legis- 
lation in a special report to the Congress on December 8, 1954 (S. Doc. 
No. 7, 84th Cong., Ist sess.). The recommendations in that report 
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with respect to the banks for cooperatives and the Federal land banks 
were enacted in the Farm Credit Act of 1955 (Public Law 347, 84th 
Cong., approved Aug. 11, 1955). The recommendations in the report 
with respect to the production credit corporations were considered in 
1955 but the committee asked the Federal Board to give further study 
to the production credit corporations and the Federal intermediate 
credit banks and to make new recommendations with respect to these 
institutions. The recommendations made by the Federal Board 
pursuant to this request were enacted in the Farm Credit Act of 1956 
(Public Law 809, 84th Cong., approved July 26, 1956). The bill 
herewith reported, together with S. 1512, which is also being reported 
by the committee, contain the remaining recommendations of the 
Federal Farm Credit Board for legislation deemed necessary to effec- 
tuate fully the policy of the 1953 act, to improve the efficiency of the 
lending service of the banks, and to clarify the application of certain 
Federal laws. 


BACKGROUND—THE FARM CREDIT SYSTEM 


The Farm Credit Administration is an independent agency in the 
executive branch of the U.S. Government. The agency consists of the 
Federal Farm Credit Board, the Governor, and other officers and 
employees appointed by the Governor. The Federal Farm Credit 
Board is a part-time, policymaking Board which consists of 13 mem- 
bers, 12 of whom are appointed by the President with the advice and 
consent of the Senate. In making the appointments, the President is 
required to receive and consider nominations by the various user 
groups in each farm credit district. The 13th member of the Board 
is designated by the Secretary of Agriculture as his representative on 
the Board. 

The Farm Credit Administration supervises, examines, and coordi- 
nates the activities of the 37 banks and about 1,400 local associations 
which, together with the Farm Credit Administration, comprise the 
cooperative farm credit system. The Governor, under the general 
supervision and direction of the Federal Farm Credit Board, is 
responsible for the execution of the laws creating the powers, functions, 
and duties of the Farm Credit Administration. Expenses of the Farm 
Credit Administration are not paid from Treasury funds but are paid 
through assessments against the banks and associations of the system. 

The United States is divided into 12 farm credit districts. There 
is in each district a Federal land bank, a Federal intermediate credit 
bank, and a bank for cooperatives. Each district has a farm credit 
board which also serves as the board of directors of each of the three 
banks. Each district board consists of seven members, two elected 
by the national farm loan associations, two elected by the production 
credit associations, one elected by the stockholders of the bank for 
cooperatives, and two appointed by the Governor of the Farm Credit 
Administration with the concurrence of the Federal Farm Credit 
Board. There is a central bank for cooperatives located in the 
District of Columbia, which has a separate board of directors. 


BACKGROUND—THE FEDERAL LAND BANKS 


The Federal land banks were established under the Federal Farm 
Loan Act of 1916. They provide farmers and ranchers with long- 
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term credit on farm real estate. These loans are made through na- 
tional farm loan associations, also organized under the 1916 act. 
Each borrower from a Federal land bank is required to become a 
member of the national farm loan association through which the loan 
is made. The borrower buys capital stock of the association in an 
amount equal to 5 percent of the face amount of the loan and the 
association is required to purchase an equal amount of stock in the 
Federal land bank of the district. 

A Federal land bank loan must be secured by a first mortgage on 
the farm or ranch of the borrower and is repayable on an amortized 
basis in annual or semiannual installments. ‘The amount of loans to 
any one borrower may not exceed $200,000. In no event, however, 
may the amount loaned exceed 65 percent of the appraised normal 
value of the farm or ranch offered as security. 

The loan funds of the Federal land banks are obtained chiefly 
through the sale of consolidated bonds to the investing public. Since 
the banks obtain their loan funds in this manner, interest on loans 
made to farmers varies with the cost of money. 

At the outset, the Federal land banks were largely capitalized by 
the U.S. Government. The law provided for the automatic retire- 
ment of Government capital in the banks under specified conditions 
and most of the original capital had been retired by 1932. In that 
year, however, due to the generally depressed condition of agriculture 
and the inability of the banks to find a ready market for their bonds, 
$125 million of Government capital was invested in the banks. Later, 
approximately $189 million additional Government capital was in- 
vested in the banks to assist them in granting extensions and defer- 
ments on outstanding mortgage loans. By 1947, however, all of the 
Government capital in the Federal land banks had been repaid. 

Farmer members own all the capital stock of each of the approxi- 
mately 900 national farm loan associations and the associations, in 
turn, own all the stock of the Federal land banks. Thus, the Federal 
land bank system has been completely farmer owned since 1947. On 
December 31, 1958, the combined net worth of all Federal land banks 
and national farm loan associations was approximately $475 million. 


BACKGROUND—THE FEDERAL INTERMEDIATE CREDIT BANKS 


The Federal intermediate credit banks were established under the 
Agricultural Credits Act of 1923. They were organized as banks of 
discount to provide a permanent and dependable source of funds for 
institutions making loans to farmers and ranchers. Although these 
banks served many privately capitalized financing institutions in the 
decade following their organization, they never served farmers 
effectively until the system of production credit associations was 
established in 1933. Up to that time, there were not enough primary 
lenders with sufficient capital to make funds available to individual 
farmers in anything like an adequate volume. The production credit 
associations were established to make the rediscounting services of the 
Federal intermediate credit banks available to every farmer in the 
United States who has a satisfactory basis for credit. 

As a result of the growth and development of the production credit 
system, the major part of the credit business of the intermediate 
credit banks is now done with the production credit associations. The 
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most recent figures for the system as a whole show that about 93 
percent of the banks’ average daily balances of loans and discounts 
outstanding were accounted for by the production credit associations. 
The banks also do business with a number of other financing institu- 
tions (called OF I’s), principally State-chartered, privately capitalized, 
agricultural credit corporations and livestock loan companies. 

The intermediate credit banks obtain their loan funds primarily 
from the sale of short-term consolidated dcbentures to the investing 
public. The interest and discount rates which the banks charge the 

roduction credit associations and the OF I’s depend upon the rates of 
interest which the banks have to pay on their debentures. 

The Federal intermediate credit banks’ were originally capitalized 
by the U.S. Government. . They remained so until January 1, 1957, 
the effective date of the Farm Credit Act of 1956, at which time the 
Government’s capital investment in the banks was $87.4 million, 
composed of $60 million of the original capital and $27.4 million 
transferred from the production credit corporations which were merged 
with the intermediate credit banks by the provisions of that act. The 
1956 act included provisions under which the banks are now being 
converted from Government to private ownership. On January 1, 
1957, production credit associations were required to subscribe, in the 
aggregate, to 15 percent of the capital stock of the intermediate credit 
banks. All of this stock has now been paid for and a corresponding 
amount of Government capital in the banks has been retired: The 
balance of the Government capital, represented by preferred stock, 
will be retired over a reasonable period of years from earnings of the 
banks and eventually they will be owned entirely by the production 
credit associations. As of April 1, 1959, $13.6 million of the $92.2 
million ($87.4 million referred to above plus $4.8 million invested 
since 1957) of Government capital in the intermediate credit banks 
had been retired. The combined net worth of the intermediate credit 
banks on December 31, 1958, was $166 million. 


BACKGROUND—THE PRODUCTION CREDIT ASSOCIATIONS 


There are 495 production credit associations in the United States. 
Loans by the associations are usually, on a budget basis for periods up 
to 1 year. Some loans for capital purposes are made for periods up 
to 5 years. Each borrower from a production credit association is 
required to own class B (voting) stock in the association in an amount 
equal to 5 percent of the amount of the loan. The loans are usually 
secured by chattel mortgages on crops or livestock but unsecured loans 
are made in appropriate cases. 

The production credit associations provide credit to members at 
the lowest cost consistent with sound business practices. Interest 
rates vary among the associations. Since the associations obtain their 
loan funds by rediscounting farmers’ notes with the Federal inter- 
mediate credit banks, interest rates are determined largely by the cost 
of money to those banks. 

Initially, the production credit associations were capitalized almost 
entirely through the purchase of class A (nonvoting) stock by the 
Government. Over the years, farmers have also purchased subs‘ an- 
tial amounts of class A stock to increase the lending capacity of their 
associations and to retire Government capital. These purchases of 
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class A stock were over and above the class B stock required to be 
owned in connection with each loan. Most associations have elected 
to devote their earnings to building their financial strength and, con- 
sequently, members have largely foregone returns on their stock in- 
vestments. As capital investments by members grew and earnings 
of the associations accumulated, the Government capital in the associ- 
ations has been gradually retired. This plan of operation has enabled 
the associations to retire all but $4 million of the approximately $90 
million of Government capital invested in them ar only 40 of the 
associations have any Government capital left. Member-owned capi- 
tal stock of the 495 associations at December 31, 1958, amounted to 
$131,980,000 and the combined net worth of all the associations on 
that date was approximately $246 million. 


BACKGROUND—THE BANKS FOR COOPERATIVES 


The banks for cooperatives were organized under the Farm Credit 
Act of 1933. They make loans to farmers’ marketing, purchasing, 
and service cooperatives. Three distinct types of loans are made: 
commodity, operating capital, and facility loans. Interest rates vary 
with the type of loan. Generally, the commodity loans carry the 
lowest interest rate, operating capital the next higher, and facility 
loans the highest rate. 

The loan funds of the banks for cooperatives, other than those 
available from their capital and surplus, are obtained from the sale 
of consolidated debentures. As is the case with other banks of the 
system, interest rates charged by the banks for cooperatives depend, 
to a large extent, upon the rates they have to pay on their debentures. 

The banks for cooperatives were capitalized by the United States 
out of the revolving fund from which the Federal Farm Board 
previously made loans to cooperatives under the Sota Mar- 
ceting Act of 1929. As the credit service of these banks increased, 
capital stock subscriptions by the United States increased until they 
reached $178.5 million in 1945. This amount was reduced to $150 
million at the time of passage of the Farm Credit Act of 1955. 

The Farm Credit Act of 1955 provided a plan for the systematic 
retirement over a period of years of the Government capital in the 
banks for cooperatives. This was to be made possible by the crea- 
tion of permanent capital contributed by the users of the banks. 
From organization until January 1, 1956, the effective date of the 
1955 act, borrowers from the banks for cooperatives were required to 
purchase capital stock of the banks equal to approximately 5 percent 
(a lower percentage in the case of commodity loans) of the amount 
of their loans. Upon repayment of the loan, borrowers had the right 
to have the stock retired and receive the proceeds either in cash or 
have them applied as a payment on the loan. Borrower capital 
built up in this manner could not be regarded as permanent. 

Under the Farm Credit Act of 1955, borrowers from the banks for 
cooperatives are required to purchase class C (voting) stock in the 
banks in an amount related to the quarterly interest payments on their 
loans (from 10 to 25 percent as determined by the bank with the ap- 
proval of the Farm Credit Administration). Also, the net earnings of 
the banks, after reserves, certain dividends, and franchise taxes are 
provided for, are required to be distributed in class C stock to the 
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borrowing cooperatives. Class A (Government-owned) stock of the 
banks is required to be retired each year in an amount equal to the 
amount of class C stock issued for that year. Thus, funds from 
regular investments in class C stock by the borrowers and from net 
earnings of the banks are being used to retire Government capital. 

As of June 30, 1958, the banks for cooperatives had retired $15.2 
million of Government capital since the Farm Credit Act of 1955 be- 
came effective on January 1, 1956. This reduced the amount of 
Government-owned stock in the banks to less than $135 million com- 

ared with a peak of $178.5 million in 1945 and $150 million on 
anuary 1, 1956, when the 1955 act became effective. The combined 
net worth of the banks for cooperatives on December 31, 1958, was 
$265.3 million. 

ANALYSIS OF THE BILL | - 


Employment authority of banks (sec. 1) 

Section 1 would amend section 6 of the Farm Credit Act of 1937 to 
authorize the farm credit board of each district and the board of 
directors of each district bank to employ and determine the conditions 
of employment of joint officers and employees and of separate officers 
and employees of each bank, respectively, without regard to certain 
laws enumerated therein. With certain exceptions noted below, the 
following laws would not apply to the banks and their employees 
after the effective date of the bill: 

(a) Civil service laws.—This would include the basic statute enacted 
in 1871, which authorizes the President to issue regulations for the 
admission of persons into the civil service of the United States, and 
the various civil service laws which have been enacted since then, 
including the act of January 16, 1883, the Lloyd-La Follette Act (which 
prohibits removal or suspension of employees from the competitive 
service except for cause), the Ramspeck Act (which authorizes the 
President to blanket employees into the competitive civil serv’ce by 
Executive order), and the so-called Whitten amendment (which 
established certain personnel ceilings). Bank employees are excluded 
from some of these laws now, but only because of the action of the 
Civil Service Commission in putting them in the ‘‘excepted”’ service. 

(b) Federal Employees’ Compensation Act——This is a law which 
provides compensation for civilian employees of the Government who 
are injured in the performance of their duties. It also provides 
compensation to survivors of such employees who are killed in the 

erformance of their duties. After the bill becomes effective, each 

ank would provide employees with this type of protection by means 
of insurance with private companies. The banks carried this type 
of insurance before their employees were considered to be covered by 
the Federal program and the Farm Credit Administration would 
require the banks which dropped such private insurance to obtain 
new policies. 

(c) Hatch Act and the Veterans’ Preference Act.—Although these 
laws would no longer apply to bank employees, the bill expressly 
requires the district boards, under rules and regulations prescribed by 
the Farm Credit Administration, to provide for veterans’ preference 
and limitations against political activity for bank employees sub- 
stantially similar to the preference and limitations which now apply 
to those employees. Thus, the bank employees would still have 
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veterans’ preference and be required to refrain from political activity, 
but the Farm Credit Administration rather than the Civil Service 
Commission would be the administering agency. 

(d) Civil Service Retirement Act, except as to employees covered by 
such act on December 31, 1959.—Except for a few employees, such as 
those with temporary appointments, all employees of the banks are 
now under the Federal civil service retirement program. The bill 
provides that these employees shall stay under the Federal program 
but that new employees, that is, those employed after the effective 
date of the bill, shall be covered under a retirement plan to be developed 
by the banks in each district and also under social security. Present 
employees who are covered under civil service retirement should con- 
tinue under that system, since most of them have been so covered 
for many years and it would be inequitable to make a change at this 
time. Within 10 years most of the approximately 1,500 bank em- 
ployees now covered by civil service retirement will have retired, or 
otherwise terminated their employment with the banks, and. within 
20 to 25 years practically all employees in each district will be under 
the district retirement plan and social security. Each district retire- 
ment plan would have to be approved by the Farm Credit Adminis- 
tration and the districts are expected to be ready with such plans 
before the effective date of the bill. These district retirement. plans, 
together with benefits under social security, provide the employees 
covered thereunder with substantially the same protection that other 
bank employees have under civil service retirement. 

Social security (sec. 2(a)) 

Section 2(a) would amend the Social Security Act and the Internal 
Revenue Code to provide social security coverage for district bank 
employees who are not under civil service retirement and to subject 
both the banks and the employees to social security taxes. 


Additional exemptions (sec. 2 (6), (ce), (d), and (e)) 


Section 2 would also exempt the farm credit banks and their em- 
ployees from any applicable provisions of the following laws: 

(Sec. 2(b)) Federal Tort Claims Act.—This act provides the pro- 
cedure for prosecution of claims against the Government arising out 
of negligence on the part of Government employees. ‘There is a ques- 
tion whether this act now applies to employees of the district banks 
but it should be made clear that it does not. After the bill is enacted 
the banks will be required to carry adequate insurance to protect 
themselves against claims of this type. The district banks already 
carry automobile liability insurance and it would be the responsibility 
of the Farm Credit Administration to see that each bank obtains 
adequate insurance to cover hazards of this kind. 

(Sec. 2(c)) Federal Employees Pay Act of 1945, as it relates to hours 
of duty, the workweek, and premium pay for overtime and night and 
holiday work.—The banks would become subject to the Fair Labor 
Standards Act upon enactment of the bill and any such work in the 
districts would be subject to the minimum and overtime pay provisions 
of that act. 

(Sec. 2(d)) Government Employees Incentive Awards Act.—The pur- 
pose of this act is to improve Government operations and recognize 
Government employees through the medium of incentive awards. The 
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only bank of the system to which this act now applies is the central 
bank for cooperatives. 

(Sec. 2(e)) Federal leave laws.—The district bank employees are 
now exempt from these laws, except that the Comptroller General has 
held that they are subject to the provisions relating to transfers of 
leave and leave payments upon separation from the Federal service. 
The bill would expressly exempt them from all provisions of these 
laws. 


Criminal laws and laws relating to loyalty and security (sec. 3(a)) 


Section 3(a) expressly provides that the bill does not provide any 
exemption from any Federal criminal laws or Federal laws relating to 
loyalty and security. 


Application of future Federal laws (sec. 3(b)) . 


- 


Section 3(b) provides that no future act of Congress relating to 
agencies or instrumentalities of the United States or to corporations 
owned or controlled, in whole or in part, by the United States, or to 
officers and employees of the United States or such agencies or instru- 
mentalities or corporations, shall apply to district banks and their 
directors, officers, and employees unless such act specifically so pro- 
vides by naming such banks therein. 


Effective date (sec. 3(c)) 
Section 3(c) provides that the bill shall become effective January 1, 
1960. 
DEPARTMENTAL VIEWS 


The letter from the Farm Credit Administration requesting this 
legislation and the letter from the Comptroller expressing accord with 
its objectives follow: 

Farm Crepir ADMINISTRATION, 
Washington, D.C., March 18, 1959. 
The Honorable the PresipENT oF THE SENATE, 
U.S. Senate. 


Dear Mr. Presipent: There is enclosed a proposed bill entitled 
“A bill to clarify the status of the Federal land banks, the Federal 
intermediate credit banks, and the banks for cooperatives and their 
officers and employees with respect to certain laws applicable gen- 
erally to the United States and its officers and employees, and for 
other purposes.”’ 

This proposed bill embodies recommendations made by the Federal 
Farm Credit Board under the heading “District Personnel” in its 
special report to the Congress on December 8, 1954 (S. Doc. 7, 84th 

ong., Ist sess.).. That report was submitted in compliance with 
section 2 of the Farm Credit Act of 1953 which provides as follows: 

“It is declared to be the policy of the Congress to encourage and 
facilitate increased borrower participation in the management, con- 
trol, and ultimate ownership of the permanent system of agricultural 
credit made available through institutions operating under the super- 
vision of the Farm Credit Administration, and the provisions of this 
Act shall be construed in keeping with this policy. The Federal 
Farm Credit Board hereinafter provided for shall within one year after 
appointment make recommendations to the Congress of means, sup- 
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plemental to those provided by this Act, of carrying into effect such 
declared policy, including, but not limited to, means of increasi 
borrower participation in ownership of the Federal Farm Credit 
System to the end that the investment of the United States in the 
Federal intermediate credit banks, production credit corporations, 
Central Bank for Cooperatives, and regional banks for cooperatives 
may be retired.” 

The recommendations of the Federal Board with respect to the 
banks for cooperatives and the Federal land banks were enacted as 
the Farm Credit Act of 1955 (Public Law 347, 84th Cong., approved 
Aug. 11, 1955). The recommendations of the Federal Board with 
respect to the Federal intermediate credit banks and the production 
credit corporations, concerned with short- and intermediate-term 
credit, were enacted as the Farm Credit Act of 1956 (Public Law 809, 
84th Cong., approved July 26, 1956). The enclosed draft bill in- 
cludes the remaining recommendations contained in the report of 
December 8, 1954, which have not been enacted into law. 

The bill has a twofold objective. It would further increase borrower 
participation in the management and control of the district farm 
credit banks in accordance with the policy declared in the 1953 act 
and quoted above. It would also clarify the status of these banks 
and their employees in relation to certain laws applying generally 
to the United States and its employees, 

The need for legislation to clarify the status of the district banks 
and their employees was well expressed in a recent opinion (B—124592, 
dated Dec. 1, 1955) of the Comptroller General of the United States 
in which he said that ‘‘the status of the officers and employees of the 
above corporations [Federal land banks, banks for cooperatives, 
Federal intermediate credit banks, and production credit corpora- 
tions], in relation to laws generally affecting Government employees, 
long has been a vexing question.” The Cotaptoller General then 
concluded as follows: 

“Accordingly, it is our considered view that the status of these 
employees with regard to the applicability of Federal statutes, in- 
cluding section 205(e) of the Annual and Sick Leave Act of 1951, as 
amended, which relates generally to Government employees, should 
finally be resolved by legislation. Until the matter is so resolved, 
we feel that the existing practice of the Administration of making 
lump-sum payments in these cases should be discontinued as being of 
caeaaate legality.” 

The need for clarifying legislation is even greater since enactment 
of the Farm Credit Act of 1956. Upon the effective date of that act 
(Jan. 1, 1957), the then wholly Government-owned production credit 
corporations and Federal intermediate credit banks were merged and 
the surviving Federal intermediate credit banks became partly pri- 
vately owned and will become increasingly so each year as the Govern- 
ment capital in them is gradually retired. Under the Farm Credit 
Act of 1955, the Government capital in the banks for cooperatives is 
also to be retired over a reasonable period of vears. Thus, under 
legislation enacted by the 84th Congress, the Federal intermediate 
credit banks and the banks for cooperatives will eventually become 
wholly farmer owned, as the Federal land banks have been since 1947. 

In general, the bill would (1) exempt the employees of the Federal 
land banks, the Federal intermediate credit banks, and the banks for 
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cooperatives from what are commonly called the civil service laws 
applicable to Federal employees, (2) give to such banks additional 
authority in personnel matters, including authority to establish a 
retirement system for future employees, and (3) exempt such banks 
from the provisions of certain other designated Federal laws generally 
applicable to Federal agencies or instrumentalities. The provisions 
of the bill are more fullv explained below. 

Section 1(b) of the bill would amend the Farm Credit Act of 1937 
to give to the farm credit board of each district and to the board of 
directors of each bank of the district authority in employment and 
related personnel matters independent of certain designated laws 
applicable generally to employees of the United States and employees 
of corporations owned or controlled by the United States. This 
section also provides that appointments, promotions, and separa- 
tions of district bank personnel shall be on the basis of merit and 
efficiency without regard to political considerations, and that the 
district boards, under rules and regulations prescribed by the Farm 
Credit Administration, shall provide for veterans’ preference and 
limitations against political activity for personnel of the banks 
substantially similar to the preference and? limitations which now 


apply. 

MB ertion 1(c) of the bill would add new subsections to section 6 of the 
Farm Credit Act of 1937 to (1) specifically exempt the district bank 
employees from designated civil service laws (subsection ‘‘(b)’’), the 
Federal Employees’ Compensation Act (subsection ‘‘(c)’’), the Hatch 
Act and the Veterans’ Preference Act (subsection ‘‘(d)’’); (2) provide 
for continuation under civil service retirement of those bank em- 
ployees now covered by such retirement (subsection ‘‘(e)’’); (3) 
require payment by the district banks of their fair share of the cost of 
administration of the civil service retirement and disability fund 
(subsection ‘‘(f)’’); (4) authorize each district bank, subject to Farm 
Credit Administration approval, to establish a retirement system for 
employees not covered by civil service retirement (subsection ‘‘(g)’’; 
and (5) make the provisions of section 1 of the bill also applicable to 
the Central Bank for Cooperatives and its personnel (subsection 
a ” 

Section 2 of the bill contains amendments to several laws to (1) 
permit emplovees of the district banks not covered by civil service 
retirement to have the benefit of both social security and the retire- 
ment plan of the bank (subsection (a)); (2) make clear that claims 
arising from the activities of the banks are not claims for which the 
United States is liable under the Federal Tort Claims Act (subsection 
(b)); and (3) exempt the district banks from provisions of the Federal 
Employees Pay Act of 1945 relating to compensation for overtime 
and night and holiday work (subsection (c)), the Central Bank for 
Cooperatives from the Government Employees’ Incentive Awards 
Act (subsection (d)), and the district banks from certain leave provi- 
sions of the Annual and Sick Leave Act of 1951 and the Lump-Sum 
Leave Payment Act of 1944 (subsection (e)). 

Section 3 of the bill contains amendments to (1) make clear that 
nothing in the bill shall be deemed to amend, repeal, or restrict the 
ee of certain laws, including-criminal laws and laws relating 
to loyalty and security (subsection (a)); and (2) provide that future 
legislation dealing with Federal agencies and their personnel shall be 
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applicable to district banks and their personnel only if the banks are 
specifically named therein (subsection (b)). 

This submission has the approval of the Federal Farm Credit 
Board and early consideration and enactment of the proposed bill is 
recommended. 

The Bureau of the Budget advises that there is no objection to the 
presentation of this proposal for the consideration of the Congress but 
does not support certain arguments advanced by the Farm Credit 
Administration in justification of the proposal. A copy of the Budget 
Bureau letter is enclosed. 

Very truly yours, 
R. B. Toorery, Governor. 


Executive OFFicE OF THE PRESIDENT, 
BuREAU OF THE BupGeEt, 
‘ashington, D.C., February 9, 1959. 
Hon. R. B. Toorett, 
Governor, Farm Credit Administration, 
Washington, D.C. 
(Attention of Mr. John C. Bagwell, 5844 South Agriculture Building). 

My Dear Mr. Toorett: This will reply to your letter of January 
24, 1958, transmitting a revised draft of a bill to clarify the status of 
the Federal land banks, the Federal intermediate credit banks, and 
the banks for cooperatives and their officers and employees with 
respect to certain laws applicable generally to the United States and 
its officers and employees, and for other purposes. In view of the 
precedents previously established by the Congress with respect to 
these institutions and their employees, [ am authorized to advise you 
that there would be no objection to the submission of the proposal 
to the Congress for its consideration. 

While we interpose no objection to the submission of the proposal 
to the Congress, it should be made clear for the record that the Bureau 
of the Budget does not support certain arguments advanced by the 
Farm Credit Administration in justification for the legislation. Spe- 
cifically, we are not persuaded that enactment of the proposed legis- 
lation is required to achieve the purposes of the Farm Credit Acts of 
1953, 1955, and 1956 which provide for an increasing measure of 
borrower participation in the management of the Federal land banks, 
Federal intermediate credit banks, and the banks for cooperatives. 
It is our view that the proposed changes in the status of the banks’ 
employees raise important issues of public policy which should be 
considered entirely on their own merits. We also do not subscribe to 
the statement that the banks are “ ‘Federal’ for some purposes and 
‘non-Federal’ for others.” The banks are Federal instrumentalities 
and are described in the Government Corporation Control Act as 
“mixed-ownership Government [italic supplied] Corporations.” 

It is requested that a copy of this letter accompany the submission 
of the draft bill to the Congress. 

Sincerely yours, 
Rocer W. Jones, Acting Director. 
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CoMPTROLLER GENERAL OF THE UNITED StTatTEs, 
Washington, April 21, 1959. 
Hon. AtLeN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 


Dear Mr. Cuarrman: Your letter of April 2, 1959, acknowledged 
April 3, requests our report upon S. 1513, to clarify the status of the 
Federal land banks, the Federal intermediate credit banks, and the 
banks for cooperatives and their officers and employees with respect 
to certain laws applicable generally to the United States and its officers 
and employees, and for other purposes. 

We understand that the bill is designed primarily to accomplish 
two objectives, (1) to increase borrower participation in the manage- 
ment and control of district farm credit institutions in accordance 
with the policy enunciated in section 2 of the FarmCredit Act of 1953 
(67 Stat. 390, 12 U.S.C. 636a) and (2) to clarify the status of these 
institutions and their employees in relation to laws applying generally 
to the United States and its employees. 

In our decision dated December 1, 1955, B—124592, to the Governor, 
Farm Credit Administration, we expressed the view that the status of 
employees of Federal land banks, Federal intermediate credit banks, 
production credit corporations, and. banks for cooperatives—so far as 
concerns the applicability of statutes concerning Federal personnel 

enerally—should be clarified by legislation. Our view in that regard 
Ce not changed since the date of that decision. Moreover, we are of 
the opinion that the bill, which would exclude employees of the various 
institutions enumerated in its title from the scope of legislation 
relating to Government officers and employees generally is sound, and 
also is in keeping with the policy stated in the Farm Credit Act of 
1953 to increase borrower participation in the management and control 
of district farm credit institutions. 

We understand that at the present time, Federal land banks are 
privately owned and have been since 1947, and that the Government 
capital in banks for cooperatives is being retired over a reasonable 
period. of years in accordance, with the provisions of the Farm Credit 
Act of 1955 (69 Stat. 655). Also, we understand that the production 
credit corporations have been merged into the Federal intermediate 
credit banks in accordance with the Farm Credit Act of 1956 (70 Stat. 
659) and that the Government capital in Federal intermediate credit 
banks is in the process of its being retired in accordance with the 
provisions of that act. The Governor of the Farm Credit Adminis- 
tration in commenting upon the effect of the Farm Credit Acts of 
1955 and 1956 stated that: “Thus, under legislation enacted by the 
84th Congress, the Federal intermediate credit banks and the banks 
for cooperatives will eventually become wholly farmer owned, as the 
Federal land banks have been since 1947.” 

In view of (1) the desirability of clarifying the status of employees 
of the institutions enumerated in the title of S. 1513, (2) the fact that 
each of the institutions is at the present time or in the future will 
become privately owned, and (3) the fact that the bill implements the 
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policy of the Congress as expressed in section 2 of the Farm Credit 
Act of 1953, we are in accord with its general objectives. 

We note that numerous references are made in the bill to supple. 
ment IV of the United States Code. Since the current supplement 
to the United States Code is supplement V, it may be that you would 
want to make reference to that supplement rather than supplement IV, 

Sincerely yours, 
JosEPpH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman) ; 


Act or AvuGcust 19, 1937 


AN ACT To amend the Federal Farm Loan Act, to amend the Emergency Farm 
Mortgage Act of 1933, to amend the Farm Credit Act of 1933, to amend the 
Federal Farm Mortgage Corporation Act, to amend the Agricultural Marketing 
Act, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as 
the “Farm Credit Act of 1937.” 


* * * * * . > 


Src. 6. (a) Each farm credit board provided for in this Act shall 
have power, subject to the approval of the Farm Credit Adminis- 
tration— 

[(a)] (1) To employ joint officers and employees for the Federal 
land bank, Federal intermediate credit bank, and regional bank for 
cooperatives in its district. The salaries or other compensation of all 
such joint officers and employees shall be fixed by the district farm 
credit board and shall be pes by the Federal land bank of the district. 
Such bank shall be reimbursed therefor by the other institutions in 
the district, in such amounts and upon such conditions as the board 
shall determine. Officers and employees appointed by the district 
farm credit board shall be officers and employees of the district 
institutions served by them, The employment, compensation, leave, 
retirement (except as provided in subsection (e) hereof), hours of duty, 
and all other conditions of employment of such joint officers and em- 
ployees employed by the district farm credit board, and of separate officers 
and employees of the Federal land bank, Federal intermediate credit bank, 
and bank for cooperatives of the district employed by the board of directors 
of such banks, shall be determined by the respective boards without regard 
to the laws from which exemption is granted in this section, but all such 
determinations shall be consistent with the laws under which such banks 
are organized and operate. Appointments, promotions, and separations 
so made shall be based on merit and efficiency and no political test or 
qualification shall be permitted or given consideration. district farm 
credit board shall, under rules and regulations prescribed by the Farm 
Credit Administration, provide for veterans’ preference and limitations 


enh 
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against political activity for such officers and employces substantially 
similar to the preference and limitations to which such officers and em- 
loyees were subject upon enactment of this sentence. 

[(b)] (2) To authorize the acquisition and disposal of such prop- 
erty, real or personal, as may be necessary or convenient for the 
transaction of the business of the Federal land bank, the Federal 
intermediate credit bank, and the bank for cooperatives located in 
its district, upon such terms and conditions as it shall fix, and to 
prorate among such institutions the cost of purchases, rentals, con- 
struction, repairs, alterations, maintenance, and operation, in such 
amounts and in such manner as it shall determine. Any lease, or any 
contract for the purchase or sale of property, or any deed or con- 
veyance of property, or any contract for the construction, repair, or 
alteration of buildings, authorized by a district farm credit board 
under this subsection shall be executed by the officers of the institution 
or institutions concerned pursuant to the direction of such board. 
No provision of law relative to the acquisition or disposal of property, 
real or personal, by or for the United States, or relative to the making 
of contracts or leases by or for the United States, including the pro- 
visions set out in title 40 and title 41 of the United States Code, 
1934 edition, and the Supplements thereto, and including provisions 
applicable to corporations wholly owned by the United States, shall 
be deemed or held applicable to any lease, purchase, sale, deed, 
conveyance, or contract authorized or made by a district farm credit 
board, Federal land bank, Federal intermediate credit bank, or bank 
for cooperatives under this subsection. 

(c) No corporation under the supervision of the Farm Credit 
Administration, of which corporation any member of the board of 
directors is elected or appointed by private interests, shall be subject 
to the provisions of the Acts of Scamp approved March 14, 1936 
(49 Stat. 1161, 1162) (U.S.C., title 5, secs. 29a, 30b-30m, 31a)-J 

(b) The provisions of section 1753 of the Revised Statutes (6 U.S.C. 
631) and the Act of January 16, 1883, entitled “An Act to regulate and 
improve the civil service of nited States’’, as amended (22 Stat. 403; 
§ U.S.C. 632 et seq.), any laws supplementary thereto, including but not 
limited to the Act of A 24, 1912, as amended (5 U.S.C. 652), section 
1 of the Act of November 26, 1940, as amended (6 U.S.C. 681a), and 
section 1310 of the Supplemental Appropriation Act, 1952, as amended 
(6 U.S.C. 43, note), and any rules, orders, or regulations promulgated 
for carrying such Acts or laws into effect, shall not apply to a Federal 
land Bank, Federal intermediate credit bank, or bank for cooperatives, or 
to its directors, officers, or es 

(c) The Federal Employees’ Compensation Act, as amended (5 U.S.C. 
ch. 15), shall not be applicable in respect to the iniury, disability, or 
death of any employee of a Federal land bank, Federal intermediate credit 
bank, or bank for cooperatives unless such injury, disability, or death 
(or cause thereof) occurred before January 1, 1960. 

(d) Section 9 of the Hatch Act, as amended (6 U.S.C. 118%), and the 
Veterans’ Preference Act of 1944, as amended (5 U.S.C. 851-869), shall 
not be deemed to apply to a Federal land bank, Federal intermediate credit 
bank, or bank for cooperatives, or to its directors, officers, or employest. 

(e) Each officer and employee of a Federal land bank, Federal inter- 
mediate credit bank, or bank for cooperatives who, on December 31, 1959, 
ts within the purview of the Civil Service Retirement Actas amended (6 
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U.S.C., supp. IV, ch. 30), shall continue so during his continuance as an 
officer or employee of any such banks without break in continuity of 
service. Any other officer or employee of such banks and any other person 
entering upon employment with any such banks after December 31, 1969, 
shall not be covered under the ciwil service retirement system by reason of 
such employment, except that (1) a person who, on December 31, 1959, 
is within the purview of the Civil Service Retirement Act, as amended, 
and thereafter becomes an officer or employee of any such banks without 
break in continuity of service shall continue under the civil service retire- 
ment system during his continuance as an officer or employee of any such 
banks without break in continuity of service and (2) a person who has been 
within the purview of said Act as an officer or employee of such banks and, 
after a break in such employment, again becomes an officer or employee of 
any such banks may elect to continue under the civil service retirement 
system during his continuance as such officer or employee by so notifyin. 
the Civil Service Commission is writing within thirty days after oak 
reemployment. 

(f) In addition to such amounts as they are required to contribute to 
the civil service retirement and disability fund under section 4(a) of the 
Civil Service Retirement Act, as amended (6 U.S.C., supp. 1V, 2254(a)), 
each Federal land bank, Federal intermediate credit bank, and bank for 
cooperatives shall, for each fiscal year after June 30, 1960, pay to the 
Farm Credit Administration to be covered into the Treasury as miscella- 
neous receipts, its fair portion o the cost of administration of said fund as 
determined in annual Fillings y the Civil Service Commission. 

(g) Any Federal land bank, Federal intermediate credit bank, or bank 
for cooperatives may, subject to the approval of the Farm Credit Admims- 
tration, establish a retirement system for its officers and employees either 
separately or jointly with any other corporation under the supervision of 
the Farm Oredit Administration. In determining eligibility for or the 
amount of any benefit under any such retirement system, there shall not 
be taken into account any service which is creditable under the Ciwil Service 
Retirement Act, as amended, but service which constitutes employment as 
defined in section 210(a) of the Social Security Act, as amended (42 
U.S.C., supp. 1V, 410(a)), may be so taken into account notwithstanding 
section 115 of the Social Security Amendments of 1954 (42 U.S.C., 
supp. IV, 410, note) or any other provision of law. 

(h) Subsections (b), (c), (d), (e), (f), and (g) of this section shall apply 
to the Central. Bank for Cooperatwes and its personnel and the board of 
directors of the Central Bank for Cooperatives shall have all the authority 
and responsibility with respect to personnel of such central bank as is 
vested in the farm credit board of a district or the board of directors of 
district bank for cooperatives with respect to personnel of any such district 
bank under subsection (a)(1) of this section, 

+. ~ * * ” *” * 





Soctat Security Act 


* * * * * * * 


TITLE II—FEDERAL OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE 
BENEFITS 


~ x * * 2 * ? 
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DEFINITION OF EMPLOYMENT 
| Suc. 210':%* * 


* * * * * * 
{ (a) *x* * * 
* * * * * * * 
| (opPitoe 
' 
| * * - x o * i 
) (B) * * * 

* * * * * - x 


(ii) service performed in the employ of a Federal land bank, 
a Federal intermediale credit bank, a bank for cooperatives, a 
national farm loan association,' a production credit association, 
a Federal Reserve Bank, a Federal Home Loan Bank, or a Federal 
Credit Union; 
* - * *” ES = * 





INTERNAL REVENUE Cope or 1954 


* * * * * * * 


CHAPTER 21-—FEDERAL INSURANCE CONTRIBUTIONS ACT 


7 . * * * x ” 
Sec. 3121. Definitions. 

* * * * «. * * 
(b) Employment. * * * 

* . = ~ - a a 
(6) ** * 

7 a + a * * a 
(B) =. 

- * « - x + 


(ii) service performed in the employ of a Federal land bank, 
a Federal intermediate credit bank, a bank for cooperatives, a 
national farm loan association,’ a production credit association, a 
Federal Reserve Bank, a Federal Home Loan Bank, or a Federal 
Credit Union; 


* * * * * * * 





Trtte 28 or Untrep Srates Cope 


« * * * * * * 


CHAPTER 171—-TORT CLAIMS PROCEDURE 


* * a 7 * - a 
§ 2680. Exceptions. 
* * * o * = id 





! The words “national farm loan association” would be changed to ‘Federal land bank association” by 
8, 1512, which is being reported by the committee, 
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a 
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(n) Any claim arising from the activities of a Federal land bank, a 
Federal intermediate credit bank, or a bank for cooperatives. 
* * . * * * * 


Section 102(b) or Feprerat Emptoyrrs Pay Act or 1945 


(b) This Act, except section 607, shall not apply to (1) officers and 
employees in the field service of the Post Office Department; (2) em- 
ployees outside the continental limits of the United States, including 
those in Alaska, who are paid in accordance with local native prevail- 
ing wage rates for the area in which employed; (3) officers and 
employees of the Inland Waterways Corporation; (4) officers and 
employees of the Tennessee Valley Authority; (5) individuals to 
whom the provisions of section 1(a) of the Act of March 24, 1943 
(Public Law Numbered 17, Seventy-eighth Congress), are applicable; 
[and] (6) officers and members of the United States Park Police and 
the White House Police; and (7) officers and employees of a Federall and 
bank, a Federal intermediate credit bank, or a bank for cooperatives. 





Section 303 or GovERNMENT EmpLoYess’ INCENTIVE Awarps Act 


Sec. 303. As used in this title, the term “department” means an 
executive department or independent agency in the executive branch 
of the Government, including a Government-owned or controlled cor- 
poration (but not including the Tennessee Valley Authority or the 
Central Bank for Cooperatives), and also includes (a) the Administrative 
Office of the United States Courts,.(b) the Library of Congress, (c) the 
Botanic Garden, (d) the Government Printing, Office, (e) the Office of 
the Architect of the Capitol, and (f) the municipal government of 
the District of Columbia. 


Srection 205(e) or ANNUAL aNnD Sick Leave Act or 1951 


(e) In the case of transfer of an officer or employee between positions 
under different-leave systems (other than transfers involving positions 
exempted under section 202(b)(1) (B), (C), [or] (H), or (J)), without 
a break in service, the annual and sick leave to the credit of such 
officer or employee shall be transferred to his credit in the employing 
agency on an adjusted basis in accordance with regulations to be 
prescribed by the Civil Service Commission. 


Section 1 or Act or DecemBER 21, 1944, As AMENDED By SECTION 
4(a) or Act or Juty 2, 1953 (67 Start. 137) 


+. * * * * * a 


(third sentence only) 
If such officer or employee is reemployed (other than in a position 
exempted from the Annual and Sick Leave Act of 1951 under section 
202(b)(1) (B), (C), [or] (H), or (J) of such Act) in the Federal 
service or in or under the government of the District of Columbia 
prior to the expiration of the period covered by such leave payment, 
he shall refund to the employing agency an amount equal to the 
compensation covering the period between the date of reemployment 
and the expiration of such leave period. 

+ + * * * * * 
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ANIMAL QUARANTINE LAWS 


June 5, 1959.—Ordered to be printed 


- 


Mr. Humpurey, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. 864] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 864) to provide greater protection against the introduction 
and dissemination of diseases of livestock and poultry, and for other 
purposes, having considered the same, report thereon with a recom- 
mendation that it do pass with amendments. 


GENERAL PURPOSE OF BILL 


This bill is designed to close a number of gaps which have shown 
up in the animal quarantine laws and to clamfy authority for certain 
actions under such laws. Those laws have been enacted from time 
to time to meet particular situations. They are applicable to specific 
animals, diseases, or circumstances, and fail to cover, or provide 
different authority with respect to, other animals, diseases, and cir- 
cumstances where there is a need for uniform, broad authority. 
The bill is designed to provide such authority for all cases of like need. 
It would be superimposed on the existing quarantine laws, making 
ee provision for matters covered by existing law on a patchwork 

asis. ‘The principal effects of the bill would be to increase the seizure 
authority, clarify the authority of the Secretary to restrict or prohibit 
imports of animals to protect the livestock or poultry of this country, 
increase the Department’s authority to promulgate sanitary regula- 
tions for means of conveyance, stockyards, and other facilities, provide 
specific inspection authority, including authority to stop and inspect 
persons and means of conveyance in carrying out the animal quaran- 
tine laws, provide injunction authority, make it clear that Federal 
employees performing functions in connection with State animal 
quarantine programs are covered by laws prohibiting interference 
with Federal officers, and extend the quarantine authority to areas 
where contagion or vectors exist, even though there are no affected 

34006 
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livestock or poultry within the area. The quarantine authority 
would extend to any animals to protect livestock or poultry. The 
bill would also authorize the Secretary of Agriculture to cooperate 
with the States without delay in controlling communicable diseases 
of livestock or poultry not covered by the present specific provisions 
of law, such as rabies of livestock, African swine fever, east coast fever 
of cattle, and Rift Valley fever. 


DETAILS OF BILL 


The bill, with the committee amendments, would— 

(1) authorize seizure, quarantine, and disposal of animals— 

(A) moved or handled in interstate or foreign commerce 
contrary to Federal quarantine laws and regulations, 

(B) moved into the United States or interstate while 
affected with or exposed to a communicable disease dangerous 
to livestock or poultry, or 

(C) affected with or exposed to an extremely dangerous 
disease creating an extraordinary emergency, but only if 
State or other authorities are not taking adequate measures 
(and in such case seizure, quarantine and disposal of car- 
casses of such animals and contaminated products and 
articles would also be authorized); 

(2) require payment of indemnity in an amount not exceeding 
the difference between the fair market value and the compensa- 
tion received from a State or other source for any animal, product, 
or article so disposed of, except one moved or handled contrary 
to certain Federal or State quarantine laws and regulations; 

(3) authorize sanitary regulations for conveyances, stockyards, 
feed, and other facilities used in connection with moving animals 
into or from the United States, or interstate; 

(4) authorize regulations restricting or prohibiting importation 
of animals likely to disseminate disease if necessary to protect 
domestic livestock or poultry; 

(5) authorize inspection of — 

(A) persons and conveyances moving into the United 
States; 

(B) persons and conveyances moving interstate upon 
probable cause; and 

(C) premises with a warrant; 

(6) provide penalties of fine and imprisonment for violation of 
the regulations under the preceding provisions and authorize en- 
forcement of the preceding provisions and regulations thereunder 
through injunction; 

(7) extend to all communicable diseases of livestock or poultry 
the Secretary’s authority under section 11 of the act of May 29, 
1884, to eradicate named diseases by purchase, destruction, in- 
demnities, and otherwise; 

(8) authorize the quarantine of any State, Territory, or the 
District of Columbia, or any portion thereof, if the contagion of, 
or vectors which may spread, any contagious, infectious, or com- 
municable disease exist therein, and extend the first four sections 
of the act of March 3, 1905, and the related provision in the act 
of _ 30, 1914, to all animals (instead of livestock and poultry); 
an 
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(9) make it clear that Federal officers performing any function 
authorized by the Secretary of Agriculture under any Federal or 
State quarantine program would be covered by laws prohibiting 
interference with Federal officers. 


COMMITTEE AMENDMENTS 


The committee amendments correct typographical errors and adopt 
recommendations made at hearings on the bill which were satisfactory 
to the Department of Agriculture. The substantive amendments (1) 
restrict the Secretary’s seizure authority under section 2(a)(1) of the 
bill to animals moved or handled in interstate or foreign commerce, 
and (2) restrict the Secretary’s seizure authority under section 2(b) to 
cases where adequate measures are not taken by State or other appro- 
priate authorities. pe 

DEPARTMENTAL VIEWS 


The report of the Department of Agriculture favoring enactment of 
the bill and stating that it will not require an increase in appropria- 
tion is attached, together with the section-by-section analysis referred 
to therein. 

DEPARTMENT OF AGRICULTURE, 
Washington, D.C., April 17, 1959. 
Hon. Atuten J. Errenper, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 

Dear Senator Extenper: This is in reply to your request of 
February 4, for a report on S. 864, a bill to provide greater protection 
against the introduction and dissemination of diseases of livestock 
and poultry, and for other purposes. 

The Department favors the enactment of S. 864. The proposed 
legislation would strengthen this Department’s authority for protec- 
tion of the Nation’s livestock and poultry. 

Senate bill 864 would give the Secretary of Agriculture authority to 
properly dispose of animals which have been brought into this country 
or moved interstate in violation of a Federal quarantine, or which 
have been found on such movement to be infected or exposed to any 
communicable disease dangerous to livestock or poultry. It also 
would give the Secretary power to act in case of an extreme emergency, 
such as an unchecked outbreak of foot-and-mouth disease. In addi- 
tion, the bill pertains to payments of indemnities, the cleaning of 
facilities, and the authority to inspect. The bill’s amendments make 
present laws applicable to any animals to prevent the spread of live- 
stock or poultry diseases. 

Enactment of S. 864 would not require an increase in the Depart- 
ment’s appropriation. The legislative proposal is designed to make 
existing programs more effective and to round out the Department’s 
authority to cooperate with the States and others. The needs for 
various programs would continue to be considered in regard to their 
relative importance within the Department’s annual budgetary 
limitations. 

On page 5, line 20 of the bill, the word “where” should be changed 
to “whether.” 

There is attached an analysis of Senate bill 864, which we trust 
will be of use to your committee. 
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The Bureau of the Budget advises that there is no objection to the 
submission of this report. 


Sincerely yours, ; 
Trur D. Morss, Acting Secretary. 


ANALYSIS OF 8. 864 
Section 1 


There is no, definition of “Secretary” or “animals” in the 
present animal quarantine laws. There is considerable var- 
lation in the descriptions of the animals to which the laws 
apply. 

he present statutes relating to imports and exports refer 
to the United States and most of those relating to interstate 
commerce refer to the States, the Territories, and the District 
of Columbia. Section 3 of the act of May 29, 1884, as 
amended (21 U.S.C. 114) refers to States and Territories and 
section 11 of that act (21 U.S.C. 114a) refers to the States, 
the District of Columbia, Puerto Rico, and the Territories 
and possessions. ‘The term “Territories” has been construed 
to mean the organized territories such as Puerto Rico, 
Hawaii, Guam, and the Virgin Islands of the United States. 
Section 201 of the Tariff Act of 1930, as amended (19 U.S.C, 
1401) defines ‘‘United States” so as to except the Virgin 
Islands, Guam, and certain other areas for purposes of the 
animal quarantine provisions in section 306 of that act (19 
U.S.C. 1306). 
Section 2 


Section 2(a) of the bill confers additional authority to 
seize, quarantine, and dispose of animals (including poultry) 
on the basis of their movement or handling contrary to the 
animal quarantine laws or regulations or on the basis of 
the movement of the animals into the United States or 
interstate while affected with or exposed to any communi- 
cable disease dangerous to livestock or poultry. Section 2(b) 
of the bill provides that in case the Secretary determines and 
extraordinary emergency exists because of the outbreak of 
an extremely dangerous, communicable disease of livestock 
or poultry, which threatens the livestock or poultry of the 
United States, he may seize, quarantine, and dispose of 
animals (including poultry) affected with or exposed to 
such disease, and their carcasses and related products and 
articles. Provision is made for payment of compensation 
except in certain circumstances. Such compensation would 
be based on fair market value. The authority of section 2 
is not dependent on cooperation of any State or other 
jurisdication or organization or individual. 

Under section 11 of the act of May 29, 1884, as amended 
(21 U.S.C. 114a) the Secretary is authorized, either inde- 
pendently or in cooperation with States, the District of 
Columbia, Puerto Rico, and the Territories and possessions 
of the United States, certain organizations, and individuals, 
to control and eradicate specified diseases of animals (includ- 
ing poultry), incipient or potentially serious minor outbreaks 
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of animal diseases, and contagious or infectious’ diseases of 
animals which are deemed to constitute an emergency and 
threaten the livestock industry, including the payment of 
claims growing out of the destruction of animals (including 
poultry), and of materials, affected by or exposed to any 
such disease. ‘This section contemplates a program in which 
participation by the owner of the animals and materials is 
voluntary so far as the Federal Government is concerned. 

Seetion 8 of the act: of August 30,1890 (21:U.S.C. 103), 
authorizes the Secretary to slaughter any ruminants or 
swine imported into the United States which are adjudged 
to be infeeted with any. contagious. disease or to- have. been 
exposed to infection so.as to be dangerous to other animals, 
and to pay the value of exposed animals so slaughtered to 
the owners thereof, except that no payment may be made 
for animals imported in violation of the act. 

Paragraph (c) of section 306 of the Tariff Act of 1930, as 
amended (19 U.S.C. 1306) authorizes the Secretary to pre- 
scribe in regulations the terms and conditions for the destruc- 
tion of ruminants and swine and meat thereof offered for 
entry from a country where foot-and-mouth disease or rinder- 
pest exists and refused admission into the United States, 
unless such animals and meat are exported, by the consignee 
within the time fixed therefor in the regulatiens. Section 
306 also authorizes seizure and disposal of zoo animals al- 
lowed entry under its provisions and thereafter not handled 
as required under the section. 

Under section 2 of the act of February 2, 1903, as amended 
(21 U.S.C. 111), the Secretary is authorized to seize, quaran- 
tine, and dispose of hay, straw, forage, or similar material, or 
any animal products, being imported or moving interstate, 
in order to guard against the introduction or spread of the 
contagion of disease. 

Section 3 


The Secretary has authority under sections 4 and 5 of the 
act of May 29, 1884, as amended, section 10 of the act of Au- 
gust 30, 1890, and the act of February 2, 1903, as amended 

21 U.S.C. 105, 111, 112, 113, 120) to require the cleaning and 
disinfecting of means of conveyance and facilities to prevent 
the dissemination of communicable diseases of livestock and 
poultry into or from the United States or interstate. The 
authority contained in section 3 of the bill would provide ad- 
ditional protection of the general health of livestock and 
poultry. 

Section 4 


Section 306 of the Tariff Act of 1930, as amended (19 
U.S.C. 1306), prohibits the importation of cattle, sheep, other 
ruminants and swine, and fresh, chilled, or frozen meat of 
such animals, from countries where foot-and-mouth disease 
or rinderpest is determined by the Secretary to exist. Under 
section 9 of the act of August 30, 1890 (21 U.S.C. 101), the 
President is authorized to suspend by proclamation the 
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importation of all or any class of animals for a limited time 
when in his opinion such action is necessary for the protection 
of animals in the United States against contagious diseases, 
and to change, revoke, or renew such proclamation as the 
public good may require. The Secretary has some authority 
under the 1890 act and the act of February 2, 1903, as 
amended, to regulate imports of animals but clarification and 
extension of his authority in this field is deemed necessary for 
adequate protection against dissemination of livestock and 
poultry diseases, 


Section & 


Section 5 of the bill bas no counterpart in existing animal 
quarantine legislation but is similar to provisions in section 
107 of the Federal Plant Pest Act (7 U.S.C. 150ff.). 


Section 6 


Section 6 of the bill provides criminal penalties similar to 
those provided in section 3 of the act of February 2, 1903, 
as amended and section 6 of the act of March 3, 1905, as 
amended (21 U.S.C. 122, 127). In addition section 6 pro- 
vides for injunctive enforcement procedures. 


Section 7 


Section 7 of the bill would amend section 11 of the act of 
May 29, 1884, as amended (21 U.S.C. 114a) to authorize the 
Secretary to control and eradicate any communicable disease 
of livestock or poultry instead of only the diseases now 
specified in said section 11. 


Section 8 


The first section of the act of March 3, 1905, as amended 
(21 U.S.C. 123) authorizes the Secretary to quarantine any 
State or Territory or the District of Columbia, or any portion 
thereof, when he determines that livestock or poultry in such 
State, Territory, or District are affected with any communi- 
cable disease. Section 8(a) of the bill would amend this 
section of the 1905 act to authorize the Secretary to so quar- 
antine when he determines that any animals or poultry in 
such State, Territory, or District are affected with a com- 
municable disease of livestock or poultry or that the con- 
tagion of any such disease exists or that vectors which may 
disseminate any such disease exist in such State, Territory, 
or District. 

Section 2 of the 1905 act prohibits the delivery and receipt 
for transportation interstate, and the interstate movement, 
from an area quarantined under the first section of the act, of 
livestock or poultry except as provided in section 4 of the act. 
Section 3 of the act authorizes the Secretary to promulgate 
regulations permitting and governing the interstate move- 
ment of livestock or poultry from such a quarantined area. 
Section 4 of the act permits the interstate movement of live- 
stock or poultry from such a quarantined area under the 
regulations of the Secretary. Section 8(b) of the bill would 
amend these provisions of the 1905 act to make them appli- 
cable to any animals or poultry quarantined under the first 
section of the bill. 
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Section 9 


This provision in the Department’s appropriation act ap- 
proved June 30, 1914, as amended, provides that the 1905 
act shall apply to any common carrier whose road or line 
forms any part of a route over which livestock or poultry are 
transported in the course of interstate shipment from a 
quarantined area. Section 9 of the bill would amend this 
provision of the appropriation act to make it consistent with 
the 1905 act as amended by the bill. 


Section 10 


Section 10 of the bill would specifically include the Depart- 
mental employees performing the designated functions 
within the protection afforded certain Federal employees 
against assaults, other interferences, and homicide under 
sections 111 and 1114 of title 18, United States Code. 


Section 11 


Section 11 would authorize the issuance of regulations 
deemed necessary to carry out the provisions of the bill. 


Section 12 


Section 12 of the bill expresses the relation of the bill to 
other laws, 


Section 13 


Section 13 of the bill contains the usual savings provision 
in case of invalidation of the act in any respect. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 11 or THE Act oF May 29, 1884 (21 U.S.C. 114a) 


§ 114a. Control and eradication of diseases; cooperation of States 
and farmers’ associations; purchase and destruction of 
diseased animals; definition of State. 

The Secretary of Agriculture, either independently or in cooperation 
with States or political subdivisions thereof, farmers’ associations and 
similar organizations, and individuals, is authorized to control and 
eradicate any communicable diseases of livestock or poultry, including, 
but not limited to, tuberculosis and paratuberculosis of animals avian 
tuberculosis, brucellosis of domestic animals, southern cattle ticks, 
hog cholera and related swine diseases, scabies in sheep and cattle, 
dourine in horses, scrapie and blue tongue in sheep, incipient or poten- 
tially serious minor outbreaks of diseases of animals, and contagious 
or infectious diseases of animals (such as foot-and-mouth disease, 
rinderpest, and contagious pleuropneumonia) which in the opinion of 
the Secretary constitute an emergency and threaten the livestock 
industry of the country, including the payment of claims growing out 
of destruction of animals (including poultry), and of materials, af- 
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fected by or exposed to any such disease, in accordance with such 
regulations as the Secretary may prescribe. As used in this section, 
the term ‘State’ includes the District of Columbia, Puerto Rico,,and 
the Territories and possessions of the United States. 





Sections 1 THroves 4 or roe Act or Marcu 3, 1905 (21 U.S.C, 
123, 124, 125 and 126) 
§ 123. Quarantine. 

The Secretary of Agriculture is authorized and directed to quaran- 
tine any State or Territory or the District of Columbia, or any portion 
of any State or Territory or the District of Columbia, when he shall 
determine the fact that [cattle or other livestock] any animals and/or 
or live poultry in such State or Territory or District of Columbia are 
affected with any contagious, infectious, or communicable disease of 
livestock or poultry or that the contagion of any such disease exists or 
that vectors which may disseminate any such disease exist in such State 
or Territory or the District of Columbia; and the Secretary of Agricul- 
ture is directed to give written or printed notice of the establishment 
of quarantine to the proper officers of railroad, steamboat, or other 
transportation companies doing business in or through any quaran- 
tined State or Territory or the Distriet of Columbia, and to publish 
in such newspapers in the quarantined State or Territory or’ the 
District of Columbia, as the Secretary of Agriculture may select, 
notice of the establishment of quarantine, 


§124. Transportation or delivery therefor from quarantined State or 
Territory or poriion thereof, of livestock and live poultry, 
forbidden. 

No railroad company or the owners or masters of any steam or 
sailing or other vessel or boat shall receive for transportation or trans- 
port from any quarantined State or Territory or the District of 
Columbia, or from the quarantined portion of any State or Territory or 
the District of Columbia, into any other State or Territory or the 
District of Columbia, any [cattle or other livestock] quarantined 
animals, and/or live poultry, except as hereinafter provided; nor shall 
any person, company, or corporation deliver for such transportation 
to any railroad company, or to the master or owner of any boat or 
vessel, any [cattle or other livestoek] quarantined animals; and/or 
live poultry, except as hereinafter provided; nor shall any person, 
company, or corporation drive on foot, or cause to be driven on foot, 
or transport in private conveyance or cause to be transported in 
private conveyance, from a quarantined State or Territory or the 
District of Columbia, or from the quarantined portion of any State 
or Territory or the District of Columbie. into any other State or 
Territory or the District of Columbia, any [cattle or other livestock] 
quarantined animals and/or live poultry, except as hereinafter provided. 


§ 125. Regulations for inspection, disinfection, and certification, and 
deiivery and shipment of livestock and live pouliry from 
quarantined State or Territory. 

Tt shall be the duty of the Secretary of Agriculture, and he is author- 
ized and directed, when the public safety will permit; to make and 
promulgate rules and regulations which shall permit and govern the 
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inspection, disinfection, certification, treatment, handling, and)method 
and manner of delivery and shipment of [Ecattle or other livestock] 

antined animals and/or live poultry from a quarantined State or 
Rodiory or the District of Columbia, and from the. quarantined 
portion of any State or Territory or the District of Columbia, into 
any other State or Territory or the District of Columbia; and the Secre- 
tary of Agriculture shall give notice of such rules and regulations in 
the manner provided in section 124 of this title for notice of establish- 
ment of quarantine. 


§ 126. Moving livestock and live poultry from quarantined State or 
Territory, under regulations. 


[Cattle or other livestock] quarantined antmals and/or live poultry 
may be moved from a quarantined State or Territory or the District 
of Columbia, or from the quarantined portion of any State or Territory 
or the District of Columbia, into any other State or Territory or the 
District of Columbia, under and in compliance with the rules and 
regulations of the Secretary of Agriculture, made and promulgated in 
pursuance of the provisions of section 125 of this title; but it shall be 
unlawful to move, or to allow to be moved, any [cattle or other live- 
stock} quarantined animals and/or live poultry from any quarantined 
State or Territory or the District of Columbia, or from the quarantined 
portion of any State or Territory or the District of Columbia, into 
any other State or Territory or the District of Columbia, in manner or 
method or under conditions other than those prescribed by the 
Secretary of Agriculture. 


Tae First Proviso Unpmr tHe Heapinc “GENERAL EXPENsss, 
Bureau or ANIMAL INDUsTRY” IN THE Act EntitTLED> ‘An Ac? 
MAKING APPROPRIATIONS FOR THE DEPARTMENT OF AGRICULTURE 
FoR THE Fiscan Year Enpina June Tuirtiets, NINETEEN 
HunDRED AND Frrreen” (21 U.S.C. 128) 


§ 128. Extension of quarantine law to carriers in interstate com- 
merce. 

The provisions of sections 123-127 of this title shall apply to any 
railroad company or other common carrier whose road or line forms 
any part of a route over which [cattle or other livestock] quarantined 
animals and/or live poultry are transported in the course of shipment 
from any quarantined State or Territory or the District of Columbia, 
or from the quarantined portion of any State or Territory’ or ‘the 
District of Columbia, into any other State or Territory or the District 
of Columbia. 

Titte 18, Unrrep States Cops 


§ 111. Assaulting, resisting, or impeding certain officers or em- 
ployees. 

Whoever forcibly assaults, resists, opposes, impedes, intimidates; 
or interferes with any person designated in section 1114 of this: title 
while engaged in or on account of the performance of his: official 
duties, shall be fined not more than $5,000 or imprisoned not more 
than three years, or both. 

Whoever, in the commission of any such acts uses a deadly or 
dangerous weapon, shall be fined not more than $10,000 or imprisoned 
not more than ten years, or both, 
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§ 1114. Protection of officers and employees of the United States, 

Whoever kills any judge of the United States, any United States 
Attorney, any Assistant United States Attorney, or any United States 
marshal or deputy marshal or person employed to assist such marshal 
or deputy marshal; any officer or employee of the Federal Bureau of 
Investigation of the Department of Justice, any post-office inspector, 
any officer or employee of the secret service or of the Bureau of Nar- 
cotics, any officer or enlisted man of the Coast Guard, any officer or 
employee of any United States penal or correctional institution, any 
officer, employee or agent of the customs or of the internal revenue or 
any person assisting him in the execution of his duties, any immigra- 
tion officer, any officer or employee of the Department of Agriculture 
or of the Department of the Interior designated by the Secretary of 
Agriculture or the Secretary of the Interior to enforce any Act of 
Congress for the protection, preservation, or restoration of game and 
other wild birds and animals, any employee of the Department of Agri- 
culture designated by the Secretary of Agriculture to carry out any law 
or regulation, or to perform any function in connection with any Federal 
or State program or any program of Puerto Rico, Hawaii, Guam, the 
Virgin Islands of the United States, or the District of Columbia, for the 
control or eradication or prevention of the introduction or dissemination 
gy animal diseases, any officer or employee of the National Park 

ervice, any officer or employee of, or assigned to duty in, the field 
service of the Bureau of Land Management, any employee of the 
Bureau of Animal Industry of the Department of Agriculture, or 
any officer or employee of the Indian field service of the United States, 
or any officer or employee of the National Aeronautics and Space 
Administration directed to guard and protect property of the United 
States under the administration and control of the National Aero- 
nautics and Space Administration, while engaged in the performance 
of his official duties, or on account of the performance of his official 
duties, shall be punished as provided under sections 1111 and 1112 
of this title. 

The following provisions of the bill do not amend existing law, but 
are superimposed on existing law to fill in the deficiencies in existing 
law. The provisions of the bill are shown in the left hand column, 
and the related provisions of existing law are described in the right. 


CORRESPONDING PROVISIONS OF 
EXISTING LAW 


PROVISIONS OF S. 864 


That as used in this Act unless the 
context indicates otherwise— 


(a) The term “Secretary” means There is no definition of ‘‘Secre- 





the Secretary of Agriculture. 

(b) The term “animals” means 
all members of the animal king- 
dom including birds, whether do- 
mesticated or wild, but not includ- 
ing man. 

(c) The term ‘United States’ 
means the States, Puerto Rico, 
Hawaii, Guam, the Virgin Islands 
of the United States, and the 
District of Columbia. 


tary’ or “animals” in the present 
animal quarantine laws. ‘There is 
considerable variation in the de- 
scriptions of the animals to which 
the laws apply. 


The present statutes relating to 
imports and exports refer to the 
United States and most of those 
relating to interstate commerce 
refer to the States, the Territories, 
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PROVISIONS OF 8. 864 


(d) The term ‘‘interstate’’ 
means from a State or other area 
included in the definition of 
“United States” to or through any 
other State or other such area. 


Src. 2. (a) The Secretary, when- 
ever he deems it necessary in order 
to — against the introduction 
or dissemination of any communi- 
cable disease of livestock or poul- 
try, may seize, quarantine, and 
dispose of, in such manner as he 
deems necessary or appropriate (1) 
any animals which he finds are 
moving or are being handled or 
have moved or have been handled 
in interstate or foreign commerce 
contrary to any law or regulation 
administered by him for the pre- 
vention of the introduction or 
dissemination of any communi- 
cable disease of livestock or poul- 
try; (2) any animals which he finds 
are moving into the United States, 
or interstate, and are affected 
with or have been exposed to any 
communicable disease dangerous 
to livestock or poultry; and (3) 
any animals which he finds have 
moved into the United States, or 
interstate, and at the time of such 
movement were so affected or 
exposed. 


CORRBSPONDING PROVISIONS OF 
EXISTING LAW 


and the District of Columbia. 
Section 3 of the Act of May 29, 
1884, as amended (21 U.S.C. 114) 
refers to States and Territories 
and section 11 of that Act (21 
U.S.C. 114a) refers to the States, 
the District of Columbia, Puerto 
Rico, and the Territories and 
possessions. The term ‘Territo- 
ries” has been construed to mean 
the organized territories such as 
Puerto Rico, Hiwaii, Guam, and 
the Virgin Islands of the United 
States. Section 201 of the Tariff 
Act of 1930, as amended (19 
U.S.C. 1401) defines ‘‘United 
States” so as to except the Virgin 
Islands, Guam, and certain other 
areas for purposes of the animal 
quarantine provisions in section 
306 of that Act (19 U.S.C. 1306). 

Under section 11 of the Act of 
May 29, 1884, as amended (21 
U.S.C. 114a) the Secretary is 
authorized, either independently 
or in cooperation with States, the 
District of Columbia, Puerto Rico, 
and the Territories and possessions 
of the United States, certain 
organizations, and individuals, to 
control and eradicate specified 
diseases of animals (including 
poultry), incipient or potentially 
serious minor outbreaks of animal 
diseases, and contagious or infec- 
tious diseases of animals which are 
deemed to constitute an emergency 
and threaten the livestock in- 
dustry, including the payment of 
claims growing out of the destruc- 
tion of animals (including poultry), 
and of materials, affected by or 
exposed to any such disease. This 
section contemplates a program 
in which participation by the 
owner of the animals and materials 
is voluntary so far as the Federal 
Government is concerned. 

Section 8 of the Act of August 
30, 1890 (21 U.S.C. 103), author- 
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PROVISIONS OF 8. 864* 


(b) Whereas the existence of 
any extremely dangerous, com- 
municable disease of livestock or 
poultry, such as foot-and-mouth 
disease, rinderpest, or European 
fowl pest, on any premises in the 
United States ae constitute a 
threat to livestock and poultry of 
the Nation and would seriously 
burden interstate and foreign com- 
merce, whenever the Secretary 
determines that an extraordinary 
emergency exists because of the 
outbreak of such a disease any- 
where in the United States, and 
that such outbreak threatens the 
livestock or poultry of the United 
States, he may seize, quarantine, 
and dispose of, in such manner as 
he deems necessary or appropriate, 
any animals in the United States 
which he finds are or have been 
affected with or exposed to any 
such disease and the carcasses of 
any such animals and any prod- 
ucts and articles which he finds 
were so related to such animals 
as to be likely to be a means of 
disseminating any such disease: 
Provided, That action shall be 
taken under this subsection only 
if the Secretary finds that ade- 
quate measures are not being 
taken’ by the State: or other 
jurisdiction. The Secretary shall 
notify the appropriate official of 
the State or other jurisdiction 
before any action is taken in any 
such State or other jurisdiction 
pursuant to this subsection. 


ANIMAL QUARANTINE LAWS 


CORRESPONDING PROVISIONS OF 
EXISTING LAW 


izes the Secretary to slaughter any 
ruminants or swine imported into 
the United States which are ad- 
judged to be infected with any 
contagious disease or to have been 
exposed to infection so as to be 
dangersous to other animals, and 
to pay the value of exposed 
animals so slaughtered to the 
owners thereof, except that no 
payment may be made for animals 
imported in violation of the act. 

Paragraph (c) of section 306 of 
the Tariff Act of 1930, as amended 
(19 U.S.C. 1306) authorizes the 
Secretary to prescribe in regula- 
tions the terms and conditions for 
the destruction of ruminants and 
swine and meat thereof offered for 
entry from a country where foot- 
and-mouth disease or rinderpest 
exists and refused admission into 
the United States, unless such 
animals and meat are exported by 
the consignee within the time 
fixed therefor in the regulations. 
Section 306 also authorizes seizure 
and disposal of zoo animals al- 
lowed entry under its provisions 
and thereafter not handled as 
required under the section. 

Under section 2 of the Act of 
February 2, 1903, as amended (21 
U.S.C. 111), the Secretary is 
authorized to seize, quarantine, 
and dispose of hay, straw, forage 
or similar material, or any animal 
products, being imported or moy- 
ing interstate, in order to guard 
agupe the introduction or spread 
of the contagion of disease. 
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PROVISIONS OF 8. 864 


(c) The Secretary may order the 
owner of any animal, carcass, 
product, or article referred to in 
subsection (a) or (b) of this sec- 
tion, or the agent of such owner, 
to dispose of such animal, carcass, 
product, or article in such manner 
as the Secretary may direct. 

(d) Except as provided in sub- 
section (e) of this section, the 
Secretary shall compensate the 
owner of any animal, carcass, 
product, or article destroyed pur- 
suant to the provisions of this sec- 
tion. Such compensation shall be 
based upon the fair market value 
as determined by the Secretary, 
of any such animal, carcass, 
product, or article at the time of 
the destruction thereof. Compen- 
sation paid any owner under this 
subsection shall not exceed the 
difference between any compen- 
sation received by such owner 
from a State or other source and 
such fair market value of the ani- 
mal, carcass, product, or article. 
Funds in the Treasury available 
for carrying out animal disease 
control activities of the Depart- 
ment of Agriculture shall be used 
for carrying out this subsection. 

(e) No payment shall be made 
by the Secretary for any animal, 
carcass, product, or article which 
has been moved or handled by the 
owner thereof or his agent in viola- 
tion of any law or regulation 
administered by the Secretary for 
the prevention of the introduction 
or dissemination of any communi- 
cable animal disease, or any law 
or regulation for the enforcement 
of which the Secretary enters or 
has entered into a cooperative 
agreement for the control and 
eradication of any such disease, or 
for any animal which has moved 
into the United States contrary to 
an embargo imposed by any such 
law or regulation administered by 
the Secretary. 
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CORRESPONDING PROVISIONS OF 
EXISTING LAW 
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PROVISIONS OF &, 864 


Sec. 3. The Secretary, in order 
to protect the health of the live- 
stock or poultry of the Nation, 
may promulgate regulations re- 
quiring that railway cars; vessels; 
airplanes; trucks; and other means 
of conveyance; stockyards; feed, 
water, and rest stations; and other 
facilities, used in connection with 
the movement of animals into or 
from the United States, or inter- 
state, be maintained in a clean and 
sanitary condition, including re- 
quirements for inspection, clean- 
ing, and disinfection. 


Sec. 4. The Secretary is author- 
ized to promulgate regulations 
prohibiting or regulating the 
movement into the United States 
of any animals which are or have 
been affected with or exposed to 
any communicable animal dis- 
ease, or which have been vac- 
cinated or otherwise treated for 
any such disease, or which he finds 
would otherwise be likely to in- 
troduce or disseminate any such 
disease, when he determines that 
such action is necessary to protect 
the livestock or poultry of the 
United States. 


Sec. 5. Employees of the De- 
partment of Agriculture desig- 
nated by the Secretary for the 
purpose, when properly identified, 


CORRESPONDING PROVISIONS OF 
EXISTING LAW 


The Secretary has authority 
under sections 4 and 5 of the Act 
of May 29, 1884, as amended, 
section 10 of the Act of August 30, 
1890, and the Act of February 2. 
1908, as amended (21 U.S.C. 105, 
111, 112, 113, 120) to require the 
cleaning and disinfecting of means 
of conveyance and facilities to pre- 
vent the dissemination of com- 
municable diseases of livestock 
and poultry into or from the 
United States or interstate. The 
authority contained in section 3 of 
the bill would provide additional 
prnteciaae of the general health of 
ivestock and poultry. 

Section 306 of the Tariff Act of 
1930, as amended (19 U.S.C. 
1306) prohibits the importation of 
cattle, sheep, other ruminants and 
swine, and fresh, chilled, or frozen 
meat of such animals, from coun- 
tries where foot-and-mouth dis- 
ease or rinderpest is determined 
by the Secretary to exist. Under 
section 9 of the Act of August 30, 
1890 (21 U.S.C. 101) the Presi- 
dent is authorized to suspend by 
proclamation the importation of 
all or any class of animals for a 
limited time when in his opinion 
such action is necessary for the 
peapeeen of animals in the United 

tates against contagious diseases, 
and to change, revoke, or renew 
such proclamation as the public 
good may require. The Secre- 
tary has some authority under the 
1890 Act and the Act of February 
2, 1903, as amended, to regulate 
imports of animals but clarifica- 
tion and extension of his authority 
in this field is deemed necessary 
for adequate protection against 
dissemination of livestock and 
poultry diseases. 

Section 5 of the bill has no 
counterpart in existing animal 
quarantine legislation but is simi- 
lar to provisions in section 107 of 
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PROVISIONS OF 8. 864 


shall have authority (1) to stop 
and inspect, without a warrant, 
any person or means of convey- 
ance, moving into the United 
States from a foreign country, to 
determine whether such person or 
means of conveyance is. carrying 
any animal, carcass, product, or 
article regulated. or subject to 
disposal under any law or regula- 
tion administered by the Secretary 
for prevention of the introduction 
or dissemination of any com- 
municable animal disease; (2) to 
stop and inspect, without a war- 
rant, any person or means of 
conveyance moving interstate 
upon probable cause to believe 
that such person or means of con- 
veyance is carrying any animal, 
carcass, product, or article regu- 
lated or subject to disposal under 
anv law or regulation adminis- 
tered by the Secretary for the 
prevention of the introduction or 
dissemination of any communi- 
cable animal disease; and (3) to 
enter upon, with a warrant, any 
premises for the purpose of making 
inspections and seizures necessary 
under such laws and regulations. 
Any Federal judge, or any judge 
of a court of record in the United 
States, or any United States com- 
missioner, may, within his juris- 
diction, upon proper oath or 
affirmation indicating probable 
cause to believe that there is on 
certain premises any animal, car- 
cass, product, or article regulated 
or subject to disposal under any 
law or regulation administered by 
the Secretary for the prevention 
of the introduction or dissemina- 
tion of any communicable animal 
disease, issue warrants for the 
entry upon such premises and for 
inspections and seizures necessary 
under such laws and regulations. 
Such warrants may be executed 
by any authorized employee of 
the Department of Agriculture. 


CORRESPONDING PROVISIONS OF 
EXISTING LAW 


the Federal Plant Pest Act (7 
U.S.C. 150ff). 
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CORRESPONDING PROVISIONS OF 
EXISTING LAW 


Sec. 6. (a) Whoever violatesany' Section 6 of the bill provides 
regulation promulgated pursuant criminal penalties similar to those 


to the provisions of sections 1 
through 5 of this Act shall be 


provided in section 3 of the Act 
of February 2, 1903, as amended 


punished by a fine not exceeding and section 6 of the Act of March 
$1,000 or by imprisonment not 3, 1905, as amended (21 U.S.C. 


exceeding one year, or both. 


122, 127).. In addition, section 6 
provides for injunctive enforce- 
ment procedures. 


O 


Calendar No. 347 


86TH CONGRESS ‘ SENATE Report 
1st Session No. 354 





AMENDING THE ACT ENTITLED “AN ACT FOR THE 
RELIEF OF THE CITY OF FORT MYERS, FLA., AND LEE 
COUNTY, FLA.”, APPROVED JULY 22, 1958 


JuNE 8, 1959.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany S. 1330] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1330) to amend the act entitled “An act for the relief of the city 
of Fort Myers, Fla., and Lee County, Fla.,” approved July 22, 1958, 
having considered the same, reports favorably thereon, without 
amendment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to amend the act entitled 
“An act for the relief of the city of Fort Myers, Fla., and Lee County, 
Fla.,” approved July 22, 1958, by increasing the award to the city of 
Fort Myers, Fla., by an additional $4,000. 


STATEMENT 


One of the purposes of Public Law 546 of the 85th Congress was 
to settle a claim by the city of Fort Myers for expenses in connection 
with a planned installation then known as the Buckingham Weapons 
Center project. The amount of the award was $137,997.64, plus in- 
terest payable on the bonds issued by that city which would be at- 
tributable to the period commencing with the date on which the last 
interest payment became due and ending on the date of the payment 
of the claim by the United States. The award would also be reduced 
by the amount of interest which the sum of money previouslv naid 
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2 AMENDING ACT 


by the United States on account of the city’s claim would have earned 
as determined by the Secretary of the Treasury. 

In 1954 a requirement existed for the establishment of a second 
veep employment center to afford training to the Department 
of the Air Force personnel in air-to-air gunnery. The act of July 15, 
1955 (Public Law 161 of the 84th Cong.), authorized the Secretary 
of the Air Force to establish and develop the Buckingham Weapons 
Center, Fort Myers, Fla., for this purpose. Prior to the authoriza- 
tion, Lee County, Fla., had agreed to donate approximately 6,000 
acres to establish the base. 

Upon the enactment of Public Law 161 of the 84th Congress, the 
Corps of Engineers acting as agents for the Department of the Air 
Force, was requested to acquire by donation approximately 6,591.44 
acres of land, drainage easements over 15.68 acres, and clearance ease- 
ments over 440.50 acres. The cost of this acquisition was then esti- 
mated to be $600,000, of which Lee County agreed to provide $300,000 
and Fort Myers $300,000. In September 1955, the Secretary of the 
Air Force announced that the Air Force proposed to proceed as 
authorized by the Congress and initiate construction of the Bucking- 
ham Weapons Center as soon as the land was donated to the United 
States. Since it was proposed to begin this construction in November 
1955 to provide a beneficial occupancy date by fiscal year 1957, the 
Secretary advised the county that title to the property was required by 
November 15, 1955. Because of the urgent need to acquire title to 
the land in time to meet the beneficial occupancy date, it was agreed 
that the city and the county would pay to the United States funds to 
cover the cost of the land acquisition and the Government would ac- 
quire the property. On December 15, 1955, the Department of the 
Air Force obtained possession of the land which consisted of a total 
of 7,048.24 acres. 

In accordance with the agreement reached by the Government with 
Lee County and Fort Myers, the county and city deposited $550,000 
in case and provided the Government with a fidelity bond in the 
amount of $600,000 to insure payment of any deficiency judgments 
which might be rendered against the United States in connection 
with acquisition, by condemnation, of the land required for the Buck- 
ingham Weapons Center. In order to provide the money within the 
time limitation imposed by the Government which was prior to the 
sale of bonds, the city and county arranged certain loans. Both the 
city and county, however, had secured a commitment from the Gov- 
ernment that the base would be constructed if the local people sup- 
ported the county's and city’s plan for raising funds. 

While the legislation which led to Public Law 546 of the 85th 
Congress was being considered, the city of Fort, Myers had to make 
an additional $4,000 payment on the special bond issue which the city 
issued in order to secure the funds for the Buckingham Weapons 
Center project. In order that this additional payment of $4,000 can 
be made to the city of Fort Myers, an amendment to Public Law 456 
is necessary. ; ' : 

The Department of the Air Force advises the committee that it 
interposes no objection to the enactment of this legislation. 





AMENDING ACT 3 


The Treasury Department advises the committee that inasmuch as 
the revision in the amount proposed by the bill is the rectification of 
an error that Department would have no objection to the proposed 
legislation. 

he committee it of the opinion that this legislation is meritorious 
and that the city of Fort Myers is entitled to the additional sum of 
$4,000 as proposed by this legislation. The committee, therefore, 
recommends favorable consideration of S, 1330, without amendment. 

Attached hereto and made a part hereof are the reports submitted 
by the Department of the Air Force and the Treasury Department in 
connection with this legislation. 


DEPARTMENT OF Trir Arr FORCE, 
OFFICE oF THE SECRETARY, 


Washington, D.C., May 5, 1959. 
Hon. James QO. East.anp, 


Chairman, Committee on the Judiciary, U.S. Senate. 


Dear Mr. Cuairman: Reference is made to your request for the 
Department of the Air Force views with respect to S. 1330, 86th 
Congress, a bill to amend the act entitled “An act for the relief of 
the city of Fort Myers, Fla., and Lee County, Fla.,” approved July 
22, 1958. 

S. 1330 would amend Public Law 85-546 (72 Stat. 401) by increas- 
ing an award to the city of Fort Myers, Fla., by an additional $4,000. 
One of the purposes of Public Law 85-546 was to settle a claim by the 
city of Fort Myers for expenses in connection with a planned instal- 
lation then known as the Buckingham Weapons Center project. The 
amount of the award was $137,997.64 plus interest payable on the 
bonds issued by the city which would be attributable to the period com- 
mencing with the date on which the last interest payment became due 
and ending on the date of the payment of the claim by the United 
States. The award would also be reduced by the amount of interest 
which the sum of money previously paid by the United States, on 
account of the city’s claim, would have earned as determined by the 
Secretary of the Treasury. 

While the legislation which led to Public Law 85-546 was being 
considered, the city of Fort Myers had to make an additional $4,000 
payment on the special bond issue which the city issued in order to 
secure the funds for the Buckingham Weapons Center project. In 
order that this additional payment of $4,000 can be made to the city 
of Fort Myers, an amendment of Public Law 85-546, is necessary. 

The Department of the Air Force interposes no objection to the 
enactment of this legislation. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Lyze S. Gartock, 
Assistant Secretary of the Air Force. 
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May 12, 1959, 
Hon. James QO. EastLanp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D.C. 

My Dear Mr. Cuatrman: Reference is made to your letter of 
March 12, 1959, requesting the views of this Department on S. 1380, 
to amend the act entitled “An Act for the relief of the city of Fort 
Myers, Fla., and Lee County, Fla.,” approved July 22, 1958. 

he proposed legislation would amend Public Law 85-546 which 
authorizeyl payments to the city of Fort Myers and to lee County, 
Fla., in settlement of their claims against the United States for com- 
pensation for expenditures and obligations incurred in connection with 
the construction of the Buckingham Weapons Center project, which 
was abandoned by the U.S. Air Force subsequent to the time the ex- 
penditures and obligations were incurred, by substituting the amount 
of $141,997.64 for $137,997.64. 

Since the revision in the amount proposed by the bill is the rectifi- 
cation of an error, this Department would have no objection to the 
proposed legislation. 

The Department has been advised by the Bureau of the Budget that 
there is no objection to the submission of this report to your committee. 

Very truly yours, 
LAvurENcE B. Rossrns, 
Acting Secretary of the Treasury. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman) : 


Act or Jury 22, 1958 (72 Srar. 401) 


AN ACT for the relief of the city of Fort Myers, Florida, and Lee County, 
Florida 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the Secretary 
of the Treasury is authorized and directed to pay, out of any money 
in the Treasury not otherwise appropriated— 

(a) to the city of Fort Myers, Florida, the sum of [[$137,- 
997.64. $741,997 64. 

(1) plus the interest payable on bonds issued by such city (for 
the purpose hereinafter stated) as of the date the next interest pay- 
ment becomes due (following the date of the enactment of this 
Act) which is attributable to the period commencing with the date 
on which the last interest payment became due and entliing on the date 
of payment by the United States of this claim, and 


O 


Calendar No. 350 


861TH CONGRESS t SENATE Report 
1st Session No. 357 





COMPUTATION OF GOOD TIME ALLOWANCES FOR 
PRISONERS | 


ao” 


JUNE 8, 1959.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8S. 1645] 


The Committee on the Judiciary, to which was referred the bil} 
(S. 1645) to amend section 4161 of title 18, United States Code, relat- 
ing to computation of good time allowances for prisoners, having con- 
sidered the same, reports favorably thereon, without amendment, and 
recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to amend the method of 
computing good conduct time for prisoners confined in penal or correc- 
tional institutions for offenses against the United States. 


STATEMENT 


The propor legislation has been introduced at the request of the 
Attorney General of the United States. 

The method of computing good conduct time for prisoners confined 
in penal or correctional institutions for offenses against the United 
States is set forth in section 4161 of title 18 of the United States Code. 
as follows: 


Each prisoner convicted of an offense against the United 
States and confined in a penal or correctional institution for 
a definite term other than for life, whose record of conduct 
shows that he has faithfully observed all the rules and has not 
been subjected to punishment, shall be entitled to a deduction. 
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from the term of his sentence beginning with the day on which 
the sentence commences to run, to be credited as earned and 
computed monthly as follows: 

Five days for each month, if the sentence is not less than 6 
months and not more than 1 year. 

Six days for each month, if the sentence is more than 1 
year and less than 3 years. 

Seven days for each month, if the sentence is not less than 
3 years and less than 5 years. 

Eight days for each month, if the sentence is not less than 
5 years and less than 10 years. 

Ten days for each month, if the sentence is 10 years or more. 

When two or more consecutive sentences are to be served, 
the aggregate of the several sentences shall be the basis upon 
which the deduction shall be computed. (June 25, 1948, ch. 
645, sec. 1, 62 Stat. 853.) 


This section is in substantially the same form as that in which it 
was enacted in 1902. 

The Attorney General of the United States, in a letter dated Febru- 
ary 7, 1959, which is printed in full below, requesting the introdue- 
tion of the proposed legislation, sets forth that during the 46 years 
between the date of the enactment of the origina] statute and the 
codification of title 18 in 1948, good conduct time was computed by 
multiplying the number of months of a sentence as imposed by the 
court by the appropriate number of days as prescribed in the statute. 
The resultant total was then eredited to the account of the prisoner 
and a tentative release date established. 

Under then existing administrative practice if a prisoner mis- 
behaved he was sometimes required to forfeit both earned and un- 
earned good time. When title 18 was revised and codified the words 
“to be credited as earned and computed monthly” were added to the 
section with the intention of reversing this administrative practice 
and permitting the forfeiture of only such good time as may have 
been earned by a prisoner up to the time he misbehaved. 

The Attorney General points out further that in Hunter v. Facchine 
((C.A. 10) 195 F. 2d 1007 (1952) ), the new language was interpreted 
as requiring good time to be computed on the basis of actual time 
served rather than on the basis of the term of the sentence as imposed 
‘by the court. The effect of this interpretation is to require well- 
behaved prisoners to serve longer periods of confinement than they 
would under the method of computation which had been used through 
half a century. 

The proposed legislation, by deleting the words “to be credited as 
earned and computed monthly”, is designed to provide for the return 
to the method of computing good conduct time which was followed 
between 1902 and 1948. 

Under the proposed legislation the amount of good time, which 
might be forfeited under section 4165 of title 18— 


If during the term of imprisonment a prisoner commits 
any offense or violates the rules of the institution, all or any 
part of his earned good time may be forfeited. (June 25, 
1948, ch. 645, sec. 1, 62 Stat. 854.) 
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or restored under section 4166 of title 18— 


The Attorney General may restore any forfeited or lost 
good time or such portion. thereof as he deems proper upon 
recommendation of the Director of the Bureau of Prisons. 
(June 25, 1948, ch. 645, sec. 1, 62 Stat. 854.) 

could be controlled administratively. 
The committee believes that the proposed legislation, requested by 
the Attorney General, is meritorious and recommends it favorably. 
Attached and made a part of this report is a letter dated February 
7, 1959, from the Attorney General. 





Orrice or THE ATTORNEY GENERAL, 
Washington, D.C., February 5, 1959. 
The Vice PresipEent, 
U.S. Senate, 
Washington, D.C. 


Dear Mr. Vice Presipent: Section 4161 of title 18 prescribes the 
method of computing good conduct time for prisoners confined in 
penal or correctional institutions for offenses against the United 
States. Basically, the statute is in the same form as that in which 
it was enacted in 1902. 

During the 46 years between the date of the enactment of the origi- 
nal statute and the codification of title 18, good conduct time was 
computed by multiplying the number of months of a sentence as im- 
posed by the court by the appropriate number of days as prescribed 
in the statute. The resultant total was then credited to the account 
of the prisoner and a tentative release date established. Unfortu- 
nately, however, by virtue of then existing administrative practices, if 
a prisoner misbehaved he was sometimes required to forfeit both 
earned and unearned good time. 

When title 18 was revised and codified, the words “to be credited 
as earned and computed monthly” were added to the section with the 
intention of reversing this administrative practice and permitting the 
forfeiture of only such good time as may have been earned by a 
prisoner up to the time he misbehaved. 

However, in Hunter v. Facchine ((C.A. 10) 195 F.2d 1007 (1952) ), 
the new language was interpreted as requiring good time to be com- 
puted on the basis of actual time served rather than on the basis of the 
term of the sentence as imposed by the court. The effect of this inter- 
pretation is to require well-behaved prisoners to serve longer periods 
of confinement than they would under the method of computation 
which had been used through half a century. 

The enclosed legislative proposal will amend section 4161 so as to 
delete the words which were added in 1948, thereby reverting to the 
method of computing good conduct time which was followed between 
1902 and 1948. Then, the amount of good time which might be for- 
feited under section 4165 or restored under section 4166 could be con- 
trolled administratively. 

Your assistance in securing the prompt and favorable consideration 
of this proposed legislation will be appreciated. 
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The Bureau of the Budget has advised that there is no objection 
to the submission of this recommendation. 
Sincerely, 
Wu P. Rocers, 
Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman) : 


Trrzz 18, Unrrep Srates Cops 


§ 4161. Computation generally. 

Each prisoner convicted of an offense against the United States and 
confined in a penal or correctional institution for a definite term other 
than for life, whose record of conduct shows that he has faithfull 
observed all the rules and has not been subjected to punishment, shail 
be entitled to a deduction from the term of his sentence beginnin 
with the day on which the sentence commences to run, [ta be credit 
as earned and computed monthly] as follows: 

. * * * * = @ 
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AUTHORIZING A REVISION OF THE BOUNDARIES OF THE 
EDISON LABORATORY NATIONAL MONUMENT, NJ. 


June 9, 1959.—Ordered to be printed L 


Mr. O’Manoney, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


[To accompany H.R. 318] 


The Committee on Interior. and Insular Affairs, to whom was 
referred the bill (H.R. 318). to authorize a revision of the boundaries 
of the Edison Laboratory National Monument, N.J., and for other 
purposes, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 


PURPOSE 


H.R. 318 would authorize the Department of the Interior to acquire 
and add to the Edison Laboratory National Monument about 2% 
acres of land in Orange, N.J. 


NEED 


The Edison Laboratory National Monument, was established by 
proclamation of the President in 1956 on lands that had been donated 
to the United States by Thomas A. Edison, Ine., now the Thomas 
A. Edison Industries of McGraw Edison Co. It was here that 
Thomas A. Edison made some of his most notable discoveries and 
inventions. Special displays have been established in the laboratory 
buildings, including ‘ane models of sound recorders, motion-picture 
machines and devices used in Mr. Edison’s first studies of electronics. 
Four blocks from the laboratory lies Glenmont, the former home of 
Thomas A. Edison, which has been designated a national historic site 
in non-Federal ow nership. 

The property that eal be added by H.R. 318 lies between the, 
monument and the former Edison home property. Its acquisition 








2 EDISON LABORATORY NATIONAL MONUMENT, N.J. 


would permit the removal of the buildings on the site and protection 
of the entrace to the Edison Laboratory National Monument against 
undesirable encroachments. It would also give room for expansion 
of the present inadequate parking space, but the committee does not 
intend that the bill shall serve as a precedent for land acquisition by 
the National Park Service for this purpose. 


cost 


The Department of the Interior has estimated the current market 
value of lands that would be authorized for inclusion in the monu- 
ment under the terms of H.R. 318 at $111,500. It would cost in the 
neighborhood of $17,000 to remove the structures now on the premises 
and to grade, fill, and landscape the tract. The annual cost of mainte- 
nance would approximate $2,100, to be offset by admission or parking 
fees as may be practicable. 


REPORTS OF EXECUTIVE AGENCIES 


Following is the report of the Department of the Interior recom- 
mending that the bill be enacted: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 20, 1959. 
Hon. Wayne N. AspPINALt, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


Dear Mr. Aspinatu: Your committee has requested a report on 
H.R. 318, a bill to authorize a revision of the boundaries of the Edison 
Laboratory National Monument, N.J., and for other purposes. 

It is recommended that the bill be enacted. 

The measure would authorize this Department to procure and make 
a part of the Edison Laboratory National Monument certain lands 
and interests in lands lying directly across Main Street and northwest 
of the monument at Orange, N.J. The additional lands to be pur- 
chased could not exceed 2) acres. 

The Edison Laboratory National Monument was established by 
proclamation of the President on July 14, 1956, on lands that had been 
donated by the United States for such designation. It was in the 
laboratory buildings located on these monument grounds that Thomas 
Alva Edison achieved some of his most notable discoveries and inven- 
tions. Special displays have been established in the laboratory 
buildings, including early models of sound recorders, motion-picture 
machines and other devices used in Mr. Edison’s first studies of 
electronics. 

Four blocks from the laboratory lies Glenmont, the former home of 
Thomas A. Edison, which has been designated a national historic site 
in non-Federal ownership. The homesite and the laboratory are 
intimately associated with each other and with the achievements of 
Thomas A. Edison, who frequently referred to the home as his 
“thought bench” and the laboratory as his “workbench.” 

The property, which by the terms of H.R. 318 would be included 
within the boundaries of Edison Laboratory National Monument, lies 
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between the monument and the former Edison home property. 
Should the Edison home national historic site ever be joined with the 
monument, the acquisition of this property would be highly desirable 
for administrative purposes and visitor use control. In that event, 
it could logically become the entrance to the drive from the Edison 
Laboratory to Glenmont. Its acquisition, at this time, would enable 
the Department to remove the ae developments on the site and 
to protect the entrance to the Edison Laboratory National Monument 
against undesirable encroachments. 

The area now available for parking at the Edison Laboratory is not 
sufficiently large to meet the requirements of visitors. The property 
contemplated for acquisition in the bill could be used for expansion of 
the space for parking if our further studies reveal that this constitutes 
the highest and best use of the tract. Moreover, if the structures 
now located on this property were razed and the-grounds suitably 
landscaped, the general appearance of the existing monument would 
be very much improved. 

The current market value of lands authorized for inclusion in the 
Edison Laboratory National Monument under the terms of H.R. 318 
(Mayer property) is estimated at $111,500. It would cost in the 
neighborhood of $17,000 to remove the structures now on the premises 
and to grade, fill, and landscape the tract. The annual cost of main- 
taining it would approximate $2,100. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee, but suggests that 
‘St will not consider its enactment to require appropriations immedi- 
ately for purchase of the property.” That Bureau further advised 
that “it is important to avoid any commitment explicit or implied as 
to timing of appropriations to implement this authorizing legislation.” 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


O 
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AUTHORIZING THE SECRETARY OF THE INTERIOR TO ACQUIRE 
CERTAIN ADDITIONAL PROPERTY TO BE INCLUDED WITHIN 
THE INDEPENDENCE NATIONAL HISTORICAL PARK 


June 9, 1959.—Ordered to be printed ~~ 


Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 2154] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 2154) to authorize the Secretary of the Interior 
to acquire certain additional property to be included within the 
Independence National Historical Park, having considered the same, 
report favorably thereon without amendment and recommend, that 
the bill do pass. 

PURPOSE OF BILL 


H.R. 2154 authorizes the Secretary of the Interior to include in 
Independent National Historical Park in Philadelphia certain property 
adjacent to St. George’s Methodist Church in order to beautify the 
area and protect the;church from fire hazards. The properties to be 
acquired are identified as 318,320, and 322 New Street. They do not 
include the church itself. 


NEED FOR THE LEGISLATION 


St. George’s Methodist. Church was built in 1759 and is the oldest 
standing Methodist) Church: in the United States. It is in close 
proximity to the park and had a close association with the events that 
transpired during the period of,history commemorated by the Inde- 
pendence National Historical Park., The primary reason for acquiring 
the properties adjacent to it is to eliminate the fire hazards created. by 
the dilapidated buildings on those properties. 

The bill requires an agreement by the proprietors of St. George’s 
Church, prior to acquisition of the land, that the church will be main- 
tained, without cost to the United; States, in the condition in which 
it existed during the Revolution, 
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The proposed acquisition is in accordance with standards formu- 
lated by the Department of the Interior in similar instances involving 
recognition of the historic importance of church properties in the 
vicinity of the park. 

COST 


It is estimated that the properties contemplated by H.R. 2154 can 
be acquired within the limit of $25,000 set by section 2 of the bill, 
In addition to land acquisition there will also be involved approxi- 
mately $8,000 for demolition of buildings, $31,000 for landscaping, 
$2,800 for construction of walks, and $300 for annual maintenance. 
It is the understanding of the committee that these estimates will not 
be significantly exceeded by the Department without its first consult- 
ing with the committee. 


REPORTS FROM THE DEPARTMENTS 


A report recommending enactment has been received from the 
Department of the Interior as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 3, 1959. 
Hon. Wayne N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, House of 
Representatives, Washington, D.C. 

Dear Mr. AspInALL: Your committee has requested a report on 
H.R. 2154, a bill to authorize the Secretary of the Interior to acquire 
certain additional property to be included within the Independence 
National Historical Park. 

We recommended enactment of H.R. 2154. 

Our position with respect to this bill is the same as that set out by 
this Department during the 85th Congress in our report to your 
‘committee dated August 5, 1958, on H.R. 7518, an identical bill. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this recommendation. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 


Washington, D.C., August 5, 1958. 
Hon. Crarr ENGLE, 


Chairman, Committee on Interior and Insular Affairs, House of 
Representatives, Washington, D.C. 

DrAr Mr. Encouie: Your committee has requested a report on 
H.R. 7518, a bill to authorize the Secretary of the Interior to acquire 
certain additional property to be included within the Independence 
National Historical Park. 

We recommend enactment of H.R. 7518. 

This bill would authorize the Secretary of the Interior to acquire, 
for inclusion in the Independence National Historical Park, certain 
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land and buildings thereon which are immediately adjacent to the 
St. George’s Methodist Church property in Philadelphia, Pa., which 
land and buildings are identified generally as 318, 320, and 322 New 
Street. The acquisition is to be made provided that the proprietors 
of the church property agree to protect and maintain the said church 
property at no expense to the United States. 

The acquisition of this property as a part of the Independence 
National Historical Park is in accordance with standards formulated 
by this Department for the Federal recognition of the historical 
importance of church properties related to Independence National 
Historical Park, and for the enhancement of their settings. 

St. George’s Methodist Church is one of those which, in conjunc- 
tion with the agricultural, economic, social, military, and political, 
was a vital force in the social behavior and thinking of the focal 
period of the park story, 1774 to 1880, and in the dévelopment of the 

hilosophy of Government found in the Declaration of Independence. 
t is in relatively close proximity to the park, and chronologically 
has had a physical association with the events that transpired during 
the period of history commemorated by the Independence National 
Historical Park. 

It is contemplated that Federal recognition will be effected through 
the placement of an official marker on the site or structure. 

On the basis of our best estimates available the following is a break- 
down of the costs involved in acquiring, clearing, landscaping, and 
maintaining the property included in the bill: 


nem GUE CUDIINT cs ss ss.cssu tcc os dngten abi inne ucacedacdiedencanarceeitn ai eeigmonaiGianl $25, 000 
TTNOED: WE TOUEIND «oid ccanins etsibdncag nig Gnesi taniapubad armen 8, 000 
RONG 0s in lindadcaddneatatentiotaau uh Week ok eeeee 31, 000 
Cemeeeiios OF Welt. 2 neil Ls dd Gt cas cada totic hee 2, 800 
III UU 8 «ss ca cl Ta ainsi cat daecden waa dinate chaiuaiated eaten al aa 300 
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The Bureau of the Budget is of the opinion that “while it may be 
desirable and appropriate for the Federal Government to acquire, 
clear, and landscape lands adjacent to these churches, no urgency has 
been made apparent for domg it in the near future. Therefore, while 
this Bureau raises no objection to enactment of these bills, it will not 
consider their enactment to require appropriations immediately for 
purchase of the properties.” 

The Bureau further advises that “it is important that no commit- 
ments explicit or implied be made as to timing of appropriations to 
implement such authorizing legislation.” 

he Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 
Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


COMMITTEE RECOMMENDATIONS 


The Committee on Interior and Insular Affairs recommends the 
enactment of H.R. 2154. 


O 
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June 9, 1959.—Ordered to be printed 


Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 2497] 


The Committee on Interior and Insural Affairs, to whom was re- 
ferred the bill (H.R. 2497) to add certain lands located in Idaho to the 
Boise and Payette National Forests, having considered the same, re- 
post favorably thereon without amendment and recommend that the 

ill do pass. 
PURPOSE 


The principal purposes of H.R. 2497 are (1) to modify the bound- 
aries of the Boise and Payette National Forests, Idaho, to include 
about 2,400 acres of land acquired for the Cascade Reservoir of the 
Boise Federal reclamation project, and (2) to provide that the former 
owners of other surplus lands which were acquired for this reservoir 
(also about 2,400 acres) shall have a limited preference right to re- 
purchase them when they are disposed of by the Government. 


NEED 


Cascade Reservoir is an attractive lake on the North Fork of the 
Payette River. The area has been subjected to uncontrolled use by 
recreationists. Sanitation, fire, and other hazards have resulted: It 
is within easy driving distance of Boise and other communities in 
southwestern Idaho and can be made a useful public recreation facility 
with little expenses. The lands transferred to the administrative 
jurisdiction of the Department of Agriculture by the bill can be more 
conveniently administered for this and other purposes in connection 
with the lands now in the Boise and Payette National Forests than 
they can be by the Department of the Interior.: Until legislation 
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along the lines of H.R. 2497 is enacted, however, the Forest Service 
lacks authority to undertake necessary improvements which, it is 
estimated, will require the expenditure of about $75,000. Enactment 
of H.R. 2497 will also make these lands available for other land uses 
normal to national forests, including leases for individual cabin sites, 
if appropriate. Thus, administration of these Federal] lands for their 
highest and best uses can be accomplished under a familiar set of laws. 
and regulations and by an agency equipped to carry them out. 


cost 


Enactment of H.R. 2497 will not itself entail any expense to the 
Government. Sale of certain lands covered by the bill on the other 
* hand, will bring in some cash and thus reduce the cost of Cascade 
Reservoir. 

ANALYSIS OF BILL 


Sections 1, 2, and 3 of the bill describe the lands to be added to the 
Boise and Payette National Forests. These include such lands, if 


any, as may hereafter be acquired for Cascade Reservoir. The lands. 


added to the forests are to be administered as are other lands to which 
the Weeks Act and its amendments are applicable. 

Section 4, subsection (a), makes clear that the bill does not itself 
authorize acquisition of any additional lands and that it is not intended 
to affect existing rights. Subsection (b) directs the Secretary of 
Agriculture to make available to the Bureau of Reclamation any of 
the lands added to the Boise and Payette Forests which the Secretary 
of the Interior finds are needed for the reclamation project. Subsec- 


tion (c) authorizes the Secretaries of the Interior and Agriculture to. 


enter into agreements defining the responsibilities of their two depart- 


ments with respect to the administration of the lands made available. 


to the Bureau of Reclamation and with respect to accounting for and 
use of revenues derived from these lands. Ordinarily, the committee 
understands, revenues from the leasing of lands would be credited to 
the reclamation fund. In this case, however, the development will 
be undertaken at the expense of appropriations to the Forest Service 
and subsection (c) will permit the receipts to follow the course of 
those funds if the heads of the two departments concerned so agree. 
It is the understanding of the committee that proper adjustments will 
be made in the accounts of the Boise project to reflect the transfer of 
land to Forest Service jurisdiction, thus reducing the reimbursable 
cost of Cascade Reservoir and the amount to be repaid by its bene- 
ficiaries. 

Section 5, subsection (a) directs the Secretary to list the lands 
acquired for Cascade Reservoir which are surplus to the needs of the 
project and are not included in the national forests by the other 


sections of the bill and to divide them into two elasses: (A) those: 


which are chiefly valuable for hore, cabin, recreation, and business 
sites and (B) all otherlands. Subsection (b) provides for the exchange 
of lands of either of these two classes for non-Federal lands of not less 
than approximately equal value situated outside the extended national 
forest boundaries and within 300 feet of the normal shoreline of 
Cascade Reservoir. The non-Federal lands to which this applies are 
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principally those over which a flowage easement for Cascade Reservoir. 
exists. It has been found that flowage easements do not furnish all 
the protection and rights which are needed by the Government. 

Subsection (c) provides for the sale of the remaining lands at not 
less than their fair market value, with a provision that those that 
are classified for home, cabin, recreation, and business sites shall not 
be sold in tracts of more than 5 acres. The initial offer to sell will 
be accompanied by a call for competitive bids, but if this fails to 
dispose of the lands the Secretary will be authorized to sell them ,in 
any other proper manner. Subsection (c) also gives a personal prefer- 
ence right of reacquisition to the former owner and to the surviving- 
spouse of the former owner of a tract which is offered for sale. The. 

reference-right holder will have to equal the highest competitive. 

id received unless this exceeds three times the appraised fair market 
value of the tract in question, in which case the tatter will be the. 
upset price for him. There is no limit on the number of tracts any- 
one person may purchase, but in the case of lands classified for home, 
cabin, recreation, and business sites the preference right of a former- 
owner extends to only one tract. 


DISCUSSION 


Committee consideration of H.R. 2497 raised several problems. 
The committee was concerned, first, with an apparent overacquisition. 
of private lands for the Cascade Reservoir. e high-water elevation. 
of the reservoir is 4,828 feet. At this elevation, the water surface is. 
26,500 acres. Yet the lands acquired in fee totaled-over 35,000 acres, 
according to the annual histories of the Boise project on file in the 
Interior Department library. These lands were acquired during the. 
years 1941 through 1950 at an average price of $33.50 per acre. 

The committee is concerned with overacquisition, because it involves, 
an undue burden on the Treasury and on the always limited appro- 
priations made to support the reclamation program, because it takes. 
eee lands off the local tax rolls without necessity or justification, 

ecause it can result in a requirement that the project beneficiaries 
repay more than they ought to be required to repay, and because it 
is an abuse of the discretion which any general law permitting land 
acquisition in furtherance of authorized programs unavoidably places, 
in the executive departments. 

The committee is aware that there may have been a justification 
for what appears to have been an overacquisition that was not called 
to its attention. Many of those who would be most familiar with 
it, if it exists, have retired or died. But the explanations offered by 
the witnesses for the Department of the Interior were not convinc- 
ing. Neither the necessity of acquiring land around the margin of 
the reservoir in order to control access to it and to prevent claims 
arising from potential erosion of lands remaining im private owner- 
ship nor the common practice of acquiring tracts conforming to the 
smallest lezal subdivision lines nor the two of these put together 
satisfactorily explains an overage of 30 percent or more. 

The most plausible explanation that was offered or that has occurred 
to the committee is that various owners, whose best lands in the river 
valley would be flooded, urged the Government purchasing agents to. 
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acquire their entire holdings; including the less desirable and unneeded 
high lands. While: the committee is aware of the desirability of 
reaching amicable settlements with landowners whose lands must; 
in whol or in part, be acquired by the Government and thus’ of 
avoiding condemnation actions wherever it is reasonable to do so, it 
is questionable whether sufficiently tight control was exercised in this 
instance or whether the advantages to the private seller and by way 
of promoting good will for the Cascade project were properly weighed 
against the disadvantages outlined above. The committee under- 
stands, however, that more rigid land ~acquisition standards have 
been put into effect by the Bureau of Reclamation in the meantime 
and, therefore, since the matter does not go directly to the merits of 
H.R. 2497, did not pursue it further. 

The committee’s second principal concern was with a group of 
problems centering around the desire of former owners to be given a 
repurchase preference with respect to lands to be sold. Three ques- 
tions are involved in this: (1) Whether a former owner who had 
disposed of his entire interest at a fair price should be given any 
special consideration; (2) whether, if he should be given such con- 
sideration, it should extend to all of his former lands that are to be 
sold or only to some of them; and (3) what price he should be required 
to pay for those lands to which the preference extends. 

The committee had little difficulty in arriving at an affirmative 
answer to the first of these. While it recognizes that a seller is not 
entitled to special consideration as a matter of right and that the 
general statutes give no such consideration, it also recognizes that 
there are sometimés values attached to landownership which the usual 
appraisal methods and the findings of juries cannot and ought not to 
take into account but which, if the land is to be disposed of, may 
properly be considered. 

The answers to the second and third questions were influenced in 
large measure by the committee’s recognition that, given the con- 
struction and location of Cascade Reservoir, both the value of the 
land and the use to which it can best be put have changed greatly 
since the time it was acquired by the Government. It was this and 
the belief that the benefits created by a public reservoir should not 
be limited to a few people that convinced the committee of the desir- 
ability of limiting the amount of land classified for home, cabin, busi- 
ness, and recreation sites which a former owner should be given a 
preference right to repurchase. 

Before arriving at the formula the committee considered and 
rejected various other pricing formulas. It rejected a proposal that 
the former owner be permitted to repurchase at the same price he 
was paid because this ignores a very real increase in the value of the 
land caused by construction of Cascade Reservoir. It rejected a 
Pane that he be permitted to repurchase at present appraised value 
secause this would place too great faith in the appraiser’s art and 
ignore too completely the healthy and sometimes unexpected effects 
of competitive bidding. And it rejected'a proposal that he be ac- 
corded a preference only if he was willing to match the highest bid 
because this would, in some instances at least, make the preference of 
little value and would eliminate all consideration of equity arising 
from former ownership. The committee therefore recommends the 
formula which it has adopted—a matching of the highest bid or three 
times the appraised value, whichever is less, but in no event less than 
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the appraised value—as a reasonable solution to this problem. © This 
formula is an adaptation to present circumstances of the one found 
in section 14 of the Taylor Grazing Act (act of June 28, 1934, 48 Stat. 
1274, 43 U.S.O, 1171). . 


DEPARTMENTAL REPORTS 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D:C., February 12, 1959. 
Hon. Warne N. Asprinatt, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. ~ 


Dear Mr. Aspinatu: This responds to your request for the views 
of this Department on H.R. 2497, a bill to add cerfain lands located 
in Idaho to the Boise and Payette National Forests. 

We would not object to the enactment of this bill. 

H.R. 2497 would extend the boundaries of the Boise National 
Forest and the Payette National Forest. to include certain described 
lands located on the west side of Cascade Reservoir in the State of 
Idaho. These lands were acquired by the Bureau of Reclamation of 
this Department in connection with the construction of Cascade 
Reservoir, a feature of the Boise Federal reclamation project. Under 
the provisions of the bill the Secretary of Agriculture would be 
required to make available to the Bureau of Reclamation such lands 
as the Secretary of the Interior finds to be needed for project purposes. 

Section 5 of the bill would authorize this Department to sell any 
lands acquired in connection with the construction of Cascade Dam 
and Reservoir, other than those lands which would be included 
within the boundaries of the two national forests, which might be 
found to be surplus to project needs. Local groups have indicated 
that the return of such lands to private ownership would facilitate 
community development and land use. We believe this to be a 
desirable objective, particularly since a large proportion of the land 
in Valley County, Idaho, is in Federal ownership. It may be pointed 
out, however, that it is expected there would be reserved to the United 
States an appropriate flowage easement in the sale of any such lands 
which might be flooded by a rise in the water level of the reservoir. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 





DEPARTMENT OF AGRICULTURE, 
Washington, D.C., February 12, 1959. 
Hon. Warne N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. ac: 

Drar ConeressMAN AspINALL: This is in reply\to your request of 
January 24, 1959, for the views of this Department of H.R. 2497, a 


bill to add certain lands located in Idaho to the Boise and Payette 
National Forests. 
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The Department of Agriculture recommends enactment of H.R, 
2497. 

The bill would extend the boundaries of the Boise and Payette 
National Forests in Idaho and lands embraced by such extensions, 
owned or hereafter acquired by the United States in connection with 
the Cascade Reservoir reclaraation project, would be added to and 
made parts of the respéctive aalneal forests. In addition, such 
Tomek lands as are within the present boundaries of the Boise 
National Forest would be made a part of that national forest. Federal 
lands added to the national forests by the act would be made subject 
to all laws, rules, and regulations applicable to lands acquired pursuant 
to the act of March 1, 1911 (36 Stat. 961), as amended. 

The bill also would (1) declare that the purpose of the act shall not 
be construed to authorize the United States to acquire additional land 
nor to anywise affect existing rights to or in connection with the lands 
added to the forests; (2) direct the Secretary of Agriculture to make 
available to the Bureau of Reclamation of the Department of the In- 
terior such of the lands added to the national forests as the Secretary 
of the Interior finds are needed in connection with the Cascade Reser- 
voir reclamation project; (3) authorize the Secretaries of the two de- 
partments to enter into agreements regarding the administration of, 
and accounting for and use of revenues from, lands so made available 
to the Bureau of Reclamation; and (4) authorize the Secretary of the 
Interior to sell, under such terms and conditions as he deems desirable, 
any lands acquired in connection with the Cascade Reservoir reclama- 
tion project which in his judgment are surplus to the needs of the 
project and which are not added to the national forests by the bill. 

Cascade Reservoir is formed by a dam in the North Fork of the 
Fayette River near the town of Cascade, Idaho. A small area of the 
Federal lands which would be added to the national forests is already 
within the present Boise National Forest boundary. The remainder 
is within two separate areas lying between the present forest bound- 
aries and the west side of the reservoir, one being a narrow strip from 
one-quarter mile to 1 mile wide and the other a small block about a 
mile wide. These lands are partly inundated by the reservoir. Thus, 
federally owned lands to be added to the national forests total about 
2,405 acres, of which about 1,409 acres are above the waterline when 
the reservoir is at its highest level, as follows: 


Approximate acreage 





Above Below 
waterline waterline 
Within present boundary of Boise National Forest.....................--..- 508 tl ..ceccncuseunel 
Outside present boundary of Boise National Forest................-.....-..-.- 1, 145 800 
Outside present boundary of Fayette National Forest......................- 120 196 
Putas .... dsch ddeecivereidedahdestteab hh cucnttenieadircpbecsstn«énmntecun 1, 409 996 





The remaining laid within the natiorial forest boundary extensions 
is nonfederally owned. Part of it is covered by flowage easements in 
favor of the United States in connection with the reservoir. 

Enactment of the bill would not increase the acreage of lands in 
Federal ownership. The lands within the national forest boundary 
extensions include about 10 percent of the shoreline of the reservoir. 
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Much of the remainder of the shoreline is open range, pasture, or 
agricultural land and is not well-adapted to public use for recreation. 

Cascade Reservoir forms an attractive lake in a scenic mountain 
setting. Its recreational potential and use thereof by the public 
can be expected to increase materially in the future. The lands to 
be added to the national forests are well-adapted to use and develop- 
ment for such public recreation activities as camping, picknicking, 
boating, and fishing. ‘They are primarly forest lands bearing stands 
of timber consisting mainly of young growth ponderosa pine and 
Douglas-fir. Topography is gentle to moderate. 

Shoreline areas within the proposed boundary extensions are being 
used by recreationists at present without adequate provisions for 
sanitation, cleanup, or fire protection. Such use constitutes a hazard 
to the adjoining national forests, which are more heavily forested 
and of rugged topography. As recreational use“increases, the need 
will also increase for installation of fire protection and sanitation 
—— supplies of pure water, and other campground and picnicking 
acilities. 

Funds appropriated for the national forests, however, are available 
only for use on or for protection of lands administered by the Forest 
Service. They cannot be used to develop or manage lands acquired 
for reclamation purposes by the Bureau of Reclamation. The lands 
in the boundary extensions are in close proximity to the national 
forest administrative personnel and fire protection installations. 
Thus, they can be easily administered and protected as part of the 
national forests. 

A portion of the Federal lands within the proposed boundary 
extensions has been leased to private parties for grazing purposes, 
In addition, one parcel has been leased to the South Idaho Christian 
Missionary Society for conference ground purposes. Upon enactment 
of the bill, the Secretary of Agriculture would assume responsibility 
for administering such leases. 

It is the interpretation of this Department that the language of 
section 4(a) would not preclude the making of desirable and ex- 
changes within the extended national forest boundaries from time to 
time under other laws authorizing exchanges within national forests. 

If the described lands are added to the national forests, the instal- 
lation of needed improvements would involve the expenditure over 
a 2- or 3-year period of about $75,000. This expenditure would be 
financed out os the amount regularly budgeted in connection with 
Operation Outdoors without a request for additional appropriations 
in any particular year. No appreciable administrative costs would 
be involved. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morse, Acting Secretary. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends the 
enactment of H.R. 2497. 
Oo 
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DISCLAIMING ANY INTEREST ON THE PART OF THE 
UNITED STATES IN CERTAIN LANDS IN THE STATE OF 
COLORADO 


Jung 9, 1959.—Ordered to be printed - 


Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 3454] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 3454) to disclaim any interest on the part of the 
United States in certain lands in the State of Colorado, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE 


The purpose of H.R. 3454 is to remove a cloud on, or defect in, the 
title to certain lands in the State of Colorado described in the bill. 
The cloud or defect exists because the lands were shown on the official 

lat of survey, approved August 18, 1881, as covered by a permanent 
body of water identified as Lake Albert. This body of water, if it 
ever existed, has long since disappeared and the lands have been 
claimed and occupied by the patentees of the adjacent lands and their 
successors in interest. The bill disclaims any interest on the part. of 
the United States in the lands. It also provides that if, notwith- 
standing this disclaimer, it be held that the Government still has some 
interest, they shall be deemed quitclaimed to the successor in interest 
of the person to whom patent was issued for the remainder of the 
lands in the subdivision in which they lie. 


NEED 


H.R. 3454 was introduced by Representative Breeding on behalf 
of a constituent, Mr. Ignatius Strecker, of Spearville, Nene. who 
has been in possession of the described lands since 1948. His prede- 
cessors in interest appear to have been in possession of one portion 
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of the lands since 1891 and another portion since 1920, these being the 
years in which patents to the adjacent lands were issued. . When Mr. 
Strecker purchased the property in 1948, a title opinion was prepared 
by a reputable firm of lawyers to the effect that his vendor had 
marketable title. 

Notwithstanding the foregoing and, in addition thereto, testimony 
with respect to the nonexistence of Lake Albert and the proffer of a 
letter from the Director of the Bureau of Land Management disclaim- 
ing on behalf of the United States any interest in the lands in question, 
the Colorado courts held in an action between Mr. Strecker and a 
party who had contracted to buy his property that Mr. Strecker did 
not have marketable title and that, therefore, the contract of sale 
could not be specifically enforced. The Colorado Supreme Court 
summarized the situation before it thus: 


The trial court * * * found from-eonflicting evidence that 
the lake herein mentioned as Lake Albert was not, and is not, 
a lake, even though it was meandered as such by the Govern- 
ment surveyor; that it was not a lake at the time the patents 
to the land involved were issued, and subsequent thereto; 
that the meandering of the area as a lake was a mistake, and 
therefore the title to the land embracing the lake is still in the 
U.S. Government; * * * that there is no direct evidence 
that the U.S. Government would not claim any interest in the 
land embraced within the meander lines of said lake (Strecker 
v. Goerzen, 265 Pac. (2d) 696,699 (1954)). 


The court added that it believed that ‘‘the findings of fact and con- 
clusions of law * * * by the trial court are correct” but that, even 
if they were not, the plaintiff in the action had a defective title. 

It appears, therefore, that the present occupant of the lands has 
done all that he can through administrative and judicial proceedings 
to clear his title to land in which the agency of the Government which 
ordinarily speaks with respect to such matters says it has no interest 
and that enactment of H.R. 3454 is needed to overcome the problems, 


cost 


Enactment of H.R. 3454 will entail no cost to the Government. 


DEPARTMENTAL RECOMMENDATION 


The Department of the Interior made no recommendation with re- 
spect to enactment of the bill but suggested an amendment, which has 
been adopted. 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 26, 1959. 
Hon. Wayne N. AsprNatt, 
Chairman, Committee on Interior and Insular Affairs, House of Repre- 
sentatives, Washington, D.C. 

Dear Mr. Asprnaut: This is in reply to your request for the views 

of this Department on H.R. 3454, a bill to disclaim any interest on the 
art of the United States in certain lands in the State of Colorado, and 
or other purposes. 
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We have no recommendations to make with respect to the enact- 
ment of this bill, but suggest that, if the Congress deems enactment 
desirable, the bill be amended as suggested below. 

H.R. 3454 would disclaim all the right, title, and interest of the 
United States in and to certain lands in Colorado. We find the 
land description not entirely clear. It would probably be better, in 
the event favorable consideration is given to H.R. 3454, to delete the 
words “the extended boundaries” at page 1, line 4, and all of lines 5 
through 9, and replace them with the following: “those portions of 
the west half and the southeast quarter of section 12, township 18 
south, range 43 west, sixth principal meridian, Colorado, which are 
shown on the official plat of survey approved August 18, 1881, by 
Albert Johnson, then United States Surveyor General of Colorado, 
as covered by a body of water.” 

All the lands surrounding Lake Albert have been~patented. If the 
lake was navigable at the time when Colorado was admitted to the 
Union, title to the bed of the lake passed to the State. If, on the 
other hand, the lake was not navigable, title to the bed of the lake 

assed to the riparian owners. In either event, title passed from the 
nited States. 

We do not know the subsequent history of this land or whether 
title was ever reacquired by the United States, except that the land 
has not been reacquired for this Department’s use. Consequently, 
we have no recommendations to make with respect to the enactment 
of this bill. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends the 
enactment of H.R. 3454. 
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DIRECTING THE SECRETARY OF THE INTERIOR TO 
ADMINISTER CERTAIN ACQUIRED LANDS AS REVESTED 
OREGON & CALIFORNIA RAILROAD GRANT LANDS 


June 9, 1959.—Ordered to be printed — 


Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H.R. 3495] 


The Committee on Interior and Insular Affairs to whom was referred 
the bill (H.R. 3495) to direct the Secretary of the Interior to administer 
certain acquired lands as revested Oregon & California Railroad grant 
lands, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of this bill, introduced by Representative Pfost, is to 
direct the Secretary of the Interior to administer 320 acres of acquired 
lands as revested Oregon & California Railroad grant lands. 


NEED 


This tract of land is now the property of the Federal Government, 
having been acquired by deed from the E. K. Wood Lumber Co. in 
partial settlement of a claim arising from damage to timber owned 

y the United States caused by a fire originating on lands owned by 
the lumber company. It is located immediately adjacent to existing 
tracts of O. & C. lands. The distance from the tract to the nearest 
national forest boundary is 13 miles. 

The fire occurred in 1951 and the title to this tract was accepted in 
1957. A sum of $100,000 in cash received from the E, K. Wood 
Lumber Co. in partial settlement of the same claim has been deposited 
in the O. & C. fund as provided in the act of August 28, 1937 (50 Stat, 
874), as amended (43 U.S.C., 118la~-1181}). 

The Department of the Interior has stated that this legislation is 
needed so that the tract can be given the status of O. & C. land and 
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so that the revenues from the lease of the land or the sale of timber 
products or other resources may be distributed in the same manner 
as distribution is made of receipts from O. & C. lands. 

The fire referred to above burned over timber situated on O. & C. 
lands. It is therefore felt equitable that the receipts from this par- 
ticular tract be distributed in the same manner as would have been 
receipts from the sale of the timber which was burned. 

If the bill is enacted, the moneys received from the sale of timber 
from this tract will be deposited to the Oregon & California land-grant 
funds under the terms of the act of August 28, 1937 (50 Stat. 874), as 
amended (43 U.S.C., sees. 118la-1181}). 


COST 


The enactment of this bill would involve no additional cost to the 
Federal Government. The tract would be administered under the 
regular appropriations for the administration of the O. & C. land. 


DEPARTMENTAL RECOMMENDATION 


The bill originated from an executive communication from the 
Department of the Interior recommended consideration and enact- 
ment of a draft bill submitted with it. The communication read as 
follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., January 19, 1959. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: There is enclosed a draft of a proposed bill 
to direct the Secretary of the Interior to administer certain acquired 
lands as revested Oregon & California Railroad grant lands. 

We request that the proposed bill be referred to the appropriate 
committee for consideration, and we recommend that it be enacted. 

The claim by the United States for damage resulting from the 
Vincent Creek fire in 1951 on revested Oregon & California Railroad 
rant lands, usually called O. & C. lands, was settled with the E. K. 
VYood Lumber Co. Under the terms of settlement the company 
paid the United States $100,000 in cash and conveyed certain lands 
to the United States. The money paid has been deposited in the 
Oregon & California land-grant Seal lanl the terms of the act of 
August 28, 1937 (50 Stat. 874), as amended (43 U.S.C. secs. 1181la- 
1181j). The land conveyed was transferred to this Department for 
management. 

If the proposed bill were enacted, this land would be given the 
status of O. & C. lands and made subject to all the provisions of the 
1937 act and other statutes governing such lands. It would then be 
administered for permanent forest production under those laws. 
Revenue from O. & C. lands is deposited in the O. & C. fund, and 
payments therefrom are made to the counties in which the lands are 
situated. Since the local counties receive a share of the receipts from 
O. & C. lands, the loss of timber in the Vincent Creek fire deprived 
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not only the United States but also those counties of revenues which 
they were entitled to receive. Consequently, those counties have an 
obvious equitable claim to share in the proceed obtained in the settle- 
ment of the trespass action. 

Not only do equitable considerations dictate that the conveyed 
lands be placed i in an O. & C. status, but such a status is also desirable 
from the viewpoint of proper management by the Government. 
The land involved joins O. & C. lands and gives access to federally 
owned timber on those ear 

Although the 1937 act was construed as requiring that the money 
payment obtained in the settlement be deposited in the O. & C. fund, 
there is no statutory authority under which the land obtained in the 
settlement may be given the status of O..& C. lands. The proposed 
bill which is enclosed would achieve this desired result, and, accord- 
ingly, we recommend that it be enacted. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this proposed legislation to the Congress. 

Sincerelv yours, 
Evmer F. Bennett, 
Under Secretary of the Interior. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends 
enactment of H.R. 3495. 


O 
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REVISING THE BOUNDARIES OF THE KINGS MOUNTAIN 
NATIONAL MILITARY PARK, S.C., AND TO AUTHORIZE 
THE PROCUREMENT AND EXCHANGE OF LANDS 


»? 


June 9, 1959.—Ordered to be printed 


Mr. O’Mauoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 3496] 


The Committee on Interior and Insular Affairs, to whom was referred 
the bill (H.R. 3496) to revise the boundaries of the Kings Mountain 
National Military Park, S.C., and to authorize the procurement and 
exchange of lands, and for other purposes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE 


The purpose of this legislation is to revise the boundaries of the 
Kings Mountain National Military Park in South Carolina and te 
authorize the exchange and acquisition of lands to adjust the property 
holdings of the United States at the park. 


NEED 


The Kings Mountain National Military Park commemorates a 
battle which took place on October 7, 1780. The boundary adjust- 
ments, exchange, and acquisition of land proposed by this legislation 
are desirable to improve the park administration and to protect this 
historic site. 

Approximately 200 acres of the present Federal property is not 
needed for park purposes. This legislation would authorize disposi- 
tion of this acreage in exchange for privately owned lands of equal 
value which are needed for the site. 

The privately owned land to be acquired is subject to periodic 
commercial logging and portions of it are being considered for mining. 
Either of these activities would be an intrusion on the historical scene. 

The 80-acre tract described in subsection (2) of section 1 of the bill 
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is unimproved. The 60-acre tract described in subsection (3) of 
section 1 is improved by a dwelling and outbuildings. The proposed 
acquisition of these lands has been discussed with the owners, but no 
commitments have been made relative to an exchange of lands. 


COST 


Preliminary estimates indicate that the cost of purchase would be 
approximately $2,800, this being the figure by which the value of the 
property to be acquired exceeds the value of property to be excluded. 


DEPARTMENTAL RECOMMENDATIONS 


This legislation arose from an executive communication from the 
Department of the Interior recommending consideration and enact- 
ment of a draft bill submitted by the Department. The communica- 
tion reads as follows: 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., January 14, 1959. 
Hon. Sam RaysBurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: Enclosed is a draft of a proposed bill to revise 
the boundaries of the Kings Mountain National Military Park, S.C., 
and to authorize the procurement and exchange of lands, and for 
other purposes. 

We suggest that this bill be referred to the appropriate committee 
for consideration, and we recommend that it be enacted. 

This legislation proposes certain boundary adjustments at Kings 
Mountain National Military Park, S.C., which consist of the deletion 
from the park of approximately 200 acres of federally owned land and 
the addition to the park of approximately 140 acres of privately 
owned land. 

This military park commemorates the battle of Kings Mountain 
which took place on October 7, 1780. On that date a group of 
southern Appalachian mountaineers attacked and defeated a strong 
scouting force attached to Lord Cornwallis’ army. This victory 
forced Cornwallis to withdraw from North Carolina, placed him on 
the defensive, and finally led to the ultimate American triumph at 
Yorktown in 1781. 

The boundary adjustments that are proposed by this legislation are 
desirable both to improve park administration and to protect the 
historic scene. Approximately 200 acres of federally owned land that 
is separated from the main part of the park by an existing road, thus 
complicating administration of that portion, would be deleted from 
the park. There would be added to the park approximately 140 
acres of privately owned land, which at the present time penetrates 
into the park and makes difficult the protection of adjacent park 
lands. This 140 acres is subject to periodic commercial logging and 
portions are being considered for mining, either of which activities, 
if pursued on lands adjoining the park, would be an intrusion on the 
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historic scene. In the event this legislation is enacted, it would result 
in the boundaries of the park, with minor exceptions, following 
streams or well-defined public roads. 

This proposed legislation would authorize the exchange on an equal 
value basis of federally owned lands to be excluded from the park 
for privately owned lands to be incorporated within the boundaries. 
It is anticipated that most of the privately owned lands proposed for 
addition to the park can be acquired through the exercise of this 
exchange authority. Any remaining inholdings within the proposed 
boundary would be acquired with appropriated funds. 

Preliminary estimates indicate that the cost involved in making 
these boundary adjustments would be approximately $2,800, this 
being the figure by which the value of the properties to be included 
exceeds the value of the property to be excluded. 

The Bureau of the Budget has advised that there’is no objection to 
the submission of this proposed legislation to the Congress. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends the 
enactment of H.R. 3496, 
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EXTENDING THE LEASING PROVISIONS OF THE ACT OF 
JUNE 14, 1926, AS AMENDED BY THE ACT OF JUNE 4, 
1954, TO CERTAIN LANDS IN OREGON 


June 9, 1959.—Ordered to be printed ~— 


Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 4748] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H.R. 4748) to extend the leasing provision of the act 
of June 14, 1926, as amended by the act of June 4, 1954 (68 Stat. 173; 
43 U.S.C. 869-869-3), to certain lands in Oregon, and for other 
purposes, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 


PURPOSE 


The principal purpose of H.R. 4748, introduced by Representative 
Ullman, and of a similar bill (H.R. 4731) introduced by Representative 
Pfost, is to authorize the Department of the Interior to lease revested 
Oregon and California Railroad grant lands and reconveyed Coos Bay 
Wagon Road grant lands to the State of Oregon and its instrumen- 
talities and political subdivisions for recreational or other public pur- 
poses. A second purpose is to repeal the obsolete act of April 13, 1928 
(45 Stat. 429; 43 U.S.C. 869a). , 


NEED 


In Oregon, as elsewhere in the country, there is a growing demand 
for the development of public recreation areas. A substantial body 
of the land in Federal ownership in that State consists of O. & C. 
and Coos Bay lands. These total about 2 million acres. Because 
of a specific provision in section 1 of the act of June 4, 1954 (68 Stat. 
173, 43 U.S.C. 869), these lands are excluded from the operation of 
that act and, more specifically, cannot be leased to the State and its 
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instrumentalities and political subdivisions for recreation or other 
public purposes as can other public lands. While the Department 
of the interior occassionally issues revocable special-use permits to 
develop these lands for such purposes, permits of this kind do not 
furnish a satisfactory basis for the expenditure of substantial sums of 
State and local tax moneys for long-term developments. Enactment 
of H.R. 4748 would cure this defect by allowing the Secretary of the 
Interior to lease O. & C. and Coos Bay lands for 20-year terms with 
the privilege of renewal if the Secretary finds this to be desirable. A 
witness for the Department of the Interior estimated that during the 
next 10 years about 15,000 acres of land might be thus leased if the 
authority to do so were granted. 

Prior to enactment of the 1954 act, the Secretary had, by virtue of 
the act of April 13, 1928, substantially the same leasing authority 
that H.R. 4748 would revest in him. This authority was lost when 
the 1954 act was enacted. Although the 1928 act still stands on the 
books unrepealed, its provisions have been effec tively superseded by 
other acts of Congress, and, as proposed by H.R. 4748, would be 
repealed. 

Section 6 provides that moneys received from leasing of lands 
uncer the bill shall be disposed of as are other receipts from Oregon 
and California and Coos Bay lands. 


cost 


This legislation would involve no direct or specific costs to the 
Federal Government. Some small increases in revenue may occur 
through increased rentals for the lease of the affected lands. 


DEPARTMENTAL RECOMMENDATIONS 


As indicated by the following, the Department of the Interior 
recommends enactment of H.R. 4748: 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 3, 1959. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: There is enclosed a draft of a proposed bill 
to extend the leasing provisions of the act of June 14, 1926, as amended, 
by the act of June 4, 1954 (68 Stat. 173; 43 U.S.C., secs. 869-869-3), 
to certain lands in Oregon, and for other purposes. 

We request that the proposed bill be referred to the appropriate 
committee for consideration and we recommend that it be enacted. 

The Recreation Act of June 14, 1926 (c. 578, 44 Stat. 741), author- 
ized the Secretary of the Interior to convey or lease to States or their 
subdivisions unreserved nonmineral public lands which he had classi- 
fied as chiefly valuable for recreational RRaROees. Section 1 of the 
act of April 13, 1928 (45 Stat. 429; 43 U.S.C., sec. 869a), extended 
the 1926 act, with certain limitations, to ‘the revested Oregon and 
California Railroad grant lands and the reconveyed Coos Bay Wagon 
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Road grant lands. The Recreation and Public Purposes Act of June 
4, 1954 (68 Stat. 173; 43 U.S.C., secs. 869-869-3), amended the 1926 
act in its entirety. While no reference was made in that act to the 
1928 act, it was specifically stated therein that it was not applicable 
to the Oregon and California and Coos Bay lands. In view of this 
it is probable that the Congress, in passing the 1954 act, intended to 
repeal the 1928 act. 

We do not believe that the Recreation and Public Purposes Act 
should be made applicable in all respects to the Oregon and California 
and Coos Bay lands, but we do feel that it would be appropriate to 
permit governmental bodies to lease such lands thereunder. We do 
not believe that nonprofit corporations and associations should be 
permitted to lease them, however, nor do we believe that these lands 
should be subject to sale to any parties. The act of August 28, 1937 
(50 Stat. 674), as amended (43 U.S.C., sees. 1181a—I181f), which gov- 
erns the management of the Oregon and California and Coos Bay 
lands by this Department, states that they shall be managed for 
certain purposes, including ‘‘* * * providing recreational facilities 
** *” The Department issues special land use permits to local 
governmental agencies to develop the lands for recreational purposes. 
However, it is obvious that these agencies cannot be expected to 
operate most effectively and to justify the expenditure of funds under 
revocable permits. Some of these lands are eminently suited to 
public recreational use, and local agencies are both willing and able 
to undertake their development for that purpose. 

Therefore, the basic purpose of the proposed bill is to extend the 
leasing provisions of the 1954 act to the Oregon and California and 
the Coos Bay lands. This would be accomplished by section 2 of the 
proposed bill. Under its terms no lands could be leased to nongovern- 
mental bodies. 

A second purpose is to repeal the 1928 act, which would be accom- 
plished by section 1 of our proposal. A brief summary of the provi- 
sions of that act may prove helpful. It extended the leasing provisions 
of the 1926 act to the Oregon and California and Coos Bay lands. 
We have indicated above that we have assumed that the 1954 act 
was a tacit repeal of this measure. In any event, section 2 of the 
proposed bill would extend the leasing provisions of the 1954 act to 
these lands. The 1928 act also placed certain limitations on the 
exchange of Oregon and California lands, but this provision was super- 
seded by the act of July 31, 1939 (c. 401, 53 Stat. 1144). The 1928 
act also set a minimum price for the sale of such lands, but this pro- 
vision was superseded by section 3 of the act of August 28, 1937, 
supra. The 1928 act provided for the disposition of revenues from 
Oregon and California lands under the 1926 act. Section 3 of the 
proposed bill would replace these provisions by stipulating that rev- 
enues would be employed in accordance with the terms of the 1937 act. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this proposed legislation to you. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 
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COMMITTEE RECOMMENDATIONS 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H.R. 4748, as amended. 


CHANGES IN EXISTING LAW 


Tn compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Acr or Aprit 13, 1928 (45 Srat. 429: 43 U.S.C. 869a) 


[The provisions of the Act of Congress approved June 14, 1926 
(Forty-fourth Statutes at Large, page 741), entitled “An Act to 
authorize acquisition or use of public lands by States, counties, or 
municipalities for recreational purposes,” are hereby extended to 
former Oregon and California Railroad grant lands revested in the 
United States under the Act of June 9, 1916 (Thirty-ninth Statutes 
at Large, page 218), and to former Coos Bay Wagon Road grant lands 
reconveyed to the United States under the Act of February 26, 1919 
(Fortieth Statutes at Large, page 1179): Provided, That any lands 
leased hereunder shall thereafter be exempt from any further claim 
by the county wherein such leased lands are located for payment of 
moneys, the equivalent of taxes, as authorized under the Relief Act 
of July 13, 1926 (Forty-fourth Statutes at Large, page 915): Provided 
further, That only such lands as are within or contiguous to the former 
limits of said grants may be accepted in an exchange hereunder for 
such former grant lands and that all lands and timber secured by 
virtue of any such exchange shall be disposed of in accordance wit 
the terms and provisions of said Revestment Act of June 9, 1916: 
And provided further, That no sales of lands classified under said Act 
of June 9, 1916, as of class 3, or agricultural lands, shall be made for 
less than $2.50 per acre, and of lands of class 2, or timberlands, for 
less than the appraised value of the timber thereon. 

[Src. 2. That all moneys received from or on account of any lands 
leased or sold hereunder shall be applied in the manner prescribed by 
the aforesaid Acts of June 9, 1916, and February 26, 1919.] 


Act or June 14, 1926 (44 Stat. 741), as AMENDED BY THE ACT OF 
JUNE 4, 1954 (68 Stat. 173; 43 U.S.C. 869—869-3) 


The Act approved June 14, 1926 (44 Stat. 741; 43 U.S.C., sec. 869), 
entitled “An Act to authorize acquisition or use of public lands by 
States, counties, or municipalities for recreational purposes’’, is hereby 
amended to read as follows: 

Section 1. (a) The Secretary of the Interior upon application filed 
by a duly qualified applicant under section 2 of this Act may, in the 
manner prescribed by this Act, dispose of any public lands to a State, 
Territory, county, municipality, or other State, Territorial, or Federal 
instrumentality or political subdivision for any public purposes, or to 
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g nonprofit corporation or nonprofit association for any recreational 
or any public purpose consistent with its articles of incorporation or 
other creating authority. Before the land may be disposed of under 
this Act it must be shown to the satisfaction of the Secretary that the 
Jand is to be used for an established or definitely proposed project. 
The Secretary may classify public lands in Alaska for disposition under 
this Act. Lands so classified may not be appropriated under any 
other public land law unless the Secretary revises such classification 
or auth rizes the disposition of an interest in the lands under other 
applicable law. If, within eighteen months following such classifica- 
tion, no application has been filed for the purpose for which the lands 
have been so classified, then the Secretary shall restore such lands to 
appropriation under the applicable public land laws. 

(b) No more than six hundred and forty acres may be conveyed to 
any one grantee in any one calendar year. a 

(c) Where the lands have been withdrawn in aid of a function of a 
Federal department or agency other than the Department of the 
Interior, or of a State, Territory, county, municipality, water district, 
or other local governmental subdivision or agency, the Secretary of the 
Interior may make disposals under this Act only with the consent of 
such Federal department or agency, or of such State, Territory, or 
local governmental unit. [Nothing in this Act shall be construed to 
apply to lands in any national forest, national park, or national monu- 
ment, or national wildlife refuge, or the revested Oregon and Cali- 
fornia Railroad grant lands in the State of Oregon, or the reconveyed 
Coos Bay Wagon Road grant lands in the State of Oregon, or to any 
Indian lands, or lands set aside or held for the use or benefit or Indians, 
including lands over which jurisdiction has been transferred to the 
Department of the Interior by Executive order for the use of Indians. ] 
Nothing in this Act shall be construed to apply to lands in any national 
forest, national park, or national monument, or national wildlife refuge, 
or to any Indian lands or lands set aside or held for the use or benefit 
of Indians, including lands over which jurisdiction has been transferred to 
the Department of the Interior by Executive order for the use of Indians, or, 
except insofar as this Act applies to leases of land to States and counties 
and to State and Federal instrumentalities and political subdivisions 
and to municipal corporations, to the revested Oregon and California 
Railroad grant lands and the reconveyed Coos Bay Wagon Road grant 
lands in the State of Oregon. Nor shall any disposition be made under 
this Act for any use authorized under any other law, except for a 
use authorized under the Act of June 1, 1938 (52 Stat. 609; 43 U.S.C., 
sec. 682a), as amended. 

Sec. 2. The Secretary of the Interior may after due consideration 
as to the power value of the land, whether or not withdrawn therefor, 
(a) sell such land to the State, Territory, county, or other State, Terri- 
torial, or Federal instrumentality or political subdivision in which the 
lands are situated, or to a nearby municipal corporation in the same 
State or Territory, for the purpose for which the land has been classi- 
fied, and conveyances of such land for historic-monument purposes 
under this subsection shall be made without monetary consideration, 
while conveyances for any other purpose under this subsection shall 
be made at a price to be fixed by the Secretary of the Interior through 
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appraisal or otherwise, after taking into consideration the purpose 
for which the lands are to be used; (b) lease such land to the State, 
Territory, county, or other State, Territorial, or Federal instrumen- 
tality or political subdivision in which the lands are situated, or to a 
nearby municipal corporation in the same State or Territory, for the 
purpose for which the land has been classified, at a reasonable annual 
rental, for a period up to twenty years, and, at the discretion of the 
Secretary, with a privilege of renewal for a like period, (c) sell such 
land to a nonprofit corporation or nonprofit association, for the purpose 
for which the land has been classified, at a price to be fixed by the 
Secretary of the Interior through appraisal, after taking into consider- 
ation the purpose for which the lands are to be used, or (d) lease such 
land to a nonprofit corporation or nonprofit association at a reasonable 
annual rental, for a period up to twenty years, and, at the discretion 
of the Secretary, with a privilege of renewal for a like period. Each 
patent or lease so issued shall contain a reservation to the United States 
of all mineral deposits in the lands conveyed or leased and of the right 
to mine and remove the same, under applicable laws and regulations 
to be established by the Secretary. Each lease shall contain a pro- 
vision for its termination upon a finding by the Secretary that the land 
has not been used by the lessee for the purpose specified in the lease 
for such period, not over five years, as may be specified in the lease, 
or that such land or any part thereof is being devoted to another use, 

Sec. 3. Title to lands conveyed by the Government under this Act 
may not be transferred by the grantee or its successor except, with 
the consent of the Secretary of the Interior, to a transferee which 
would be a qualified grantee under section 2(a) or (c) and subject to 
the acreage limitation contained in section 1(b) of this Act. A grantee 
or its successor may not change the use specified in the conveyance to 
another or additional use except, with the consent of the Secretary, 
to a use for which such grantee or its successor could obtain a convey- 
ance under this Act. If at any time after the lands are conveyed by 
the Government, the grantee or its successor attempts to transfer title 
to or control over these lands to another or the lands are devoted to 
a use Other than that for which the lands were conveyed, without the 
consent of the Secretary, title to the lands shall revert to the United 
States. The provisions of this section, however, shall cease to be in 
effect as to any lands patented under this Act twenty-five years after 
the issuance of patent for such lands. 

Src. 4. The Secretary may authorize transfers of title or changes 
in use in accordance with the provisions of section 3 of this Act with 
respect to any patent heretofore issued under any Act upon applica- 
tion by a patentee qualified to obtain a conveyance under section 2(a) 
or (c) of this Act. If the Secretary, pursuant to such an application, 
authorizes such transfer or use, all reverter provisions and other limi- 
tations on transfer or use, under this or any other Act affecting the 
lands involved, shall cease to be in effect twenty-five years after the 
Secretary authorizes the transfer or use for a changed or additional 
purpose under the provisions of this section. 

Src. 5. The Act of September 30, 1890, entitled “An Act to author- 
ize entry of the public lands by incorporated cities and towns for 
cemetery and park purposes’’, and the Act of October 17, 1940, en- 
titled “An Act to authorize the Secretary of the Interior to sell or 
lease for park or recreational purposes, and to sell for cemetery pur- 
poses, certain public lands in Alaska”, are hereby repealed. 
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Sec. 6. All moneys received from or on account of any revested Oregon 
and California Railroad grant lands or reconveyed Coos Bay Wagon Road 
grant lands under this Act shall be deposited respectively in the Oregon 
and California land-grant fund and the Coos Bay Wagon Road grant 
fund, and shall be applied in the manner prescribed respectively by title II 
of the Act of August 28, 1937 (50 Stat. 875), as amended (43 U.S.C. 
1181f), and by the Act of May 24, 1939 (53 Stat. 753). 


O 
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REVISING THE BOUNDARIES OF THE MONTEZUMA 
CASTLE NATIONAL MONUMENT, ARIZ. 


Jung 9, 1959.—Ordered to be printed 


oi? 


Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the followimg 


REPORT 


[To accompany H.R. 5262] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 5262) to revise the boundaries of the Monte- 
zuma Castle National Monument, Ariz., and for other purposes 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass, 


PURPOSE 


The purpose of H.R. 5262 is to permit the addition of approximately 
57 acres to Montezuma Castle National Monument, Ariz. The lands 
to be added are described in the provisions of the act of August 25, 
1916 (39 Stat. 535), as amended. 


NEED FOR LEGISLATION 


The Montezuma Castle National Monument contains one of the 
best preserved cliff dwellings in the United States, as well as other 
features of national significance. The several tracts which are the 
subject of H.R. 5262 are needed to straighten the monument boundary, 
eliminate a problem of livestock trespass from adjoining lands, and 
prevent the undesirable use of two key parcels for commercial adver- 
tising and other uses not in keeping with the setting and purposes of 
the monument, 

COST 


The Department of the Interior has estimated that the cost of the 
lands proposed for acquisition under this bill is $22,250. 
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DEPARTMENTAL RECOMMENDATIONS 


The Department of the Interior proposed this measure in an 
executive communication, which follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 25, 1959. 
Hon. Sam RAYBURN, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: Enclosed is a draft of a proposed bill to revise 
the boundaries of the Montezuma Castle National Monument, Ariz., 
and for other purposes. 

We suggest that this bill be referred to the appropriate committee 
for consideration, and we recommend that it be enacted. 

This legislation proposes to enlarge the monument by adding to its 
area several tracts of land totaling about 59 acres. 

Montezuma Castle National Monument protects one of the best 
preserved and most interesting cliff dwellings in the United States. 
Also included as part of the monument is the detached Montezuma 
Well section which contains a large limestone sink half filled with 
water, and the remains of prehistoric irrigation ditches. 

A 40-acre tract of privately owned land is needed to straighten the 
south boundary of the main portion of the monument. This addition 
would place Beaver Creek entirely within the monument boundary 
at this location, thereby eliminating the problem of cattle trespass 
from adjoining lands. 

A small tract of approximately 2 acres, lying adjacent to the north- 
east boundary of the main portion of the monument, shall be acquired 
in order to prevent its use for undesirable commercial purposes such 
as its present use for advertising. 

The other addition, which consists of approximately 17 acres, is 
perpowen for the Montezuma Well section of the monument. These 
ands, which are privately owned and adjoin the southeast corner of 
this section, are needed to provide a desirable buffer zone at the outlet 
of the well. Beaver Creek, which forms the present boundary at 
this location, is only a short distance from the main visitor-use trail 
encircling the rim of the well. Acquisition of this adjoining tract 
will preclude its use and development for commercial purposes and 
the encroachment on monument values that would result from such 
adverse use. 

The estimated cost of the lands proposed for acquisition under the 
proposed bill is $22,250. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this proposed legislation to the Congress. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


COMMITTEE RECOMMENDATION 


The committee recommends that H.R. 5262 be enacted. 
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REVISING THE BOUNDARIES OF WRIGHT BROTHERS 
NATIONAL MEMORIAL, NORTH CAROLINA 


June 9, 1959.—Ordered to be printed 


Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 5488] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 5488) to revise the boundaries of Wright 
Brothers National Memorial, North Carolina, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE 


This measure will revise the boundaries of the Wright Brothers 
National Memorial in North Carolina by adding to it approximately 
111 acres of land. The lands added will become subject to all the 
laws, rules, and regulations applicable to lands at present within the 
memorial, which is a unit of the national park system. 


NEED FOR LEGISLATION 


The memorial was established under the authority of the act of 
March 2, 1927 (44 Stat. 1264), to commemorate the achievements of 
the Wright brothers in the development and use of power-driven 
aircraft. 

The lands that would be added by the bill are now being acquired 
by the Department of the Interior under the authority of section 2(d) 
of the Historic Sites Act, approved August 21, 1935 (49 Stat. 666), 
through the expenditure of $107,000 donated for this purpose by the 
Avalon and Old Dominion Foundations, and by the State of North 
Carolina. Such lands, after their acquisition under the Historic Sites 
Act, will become a part of the Wright Brothers National Memorial 
under the provisions of this measure. 
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One tract of approximately 95 acres contains the landing site of the 
fourth and longest of the Wright brothers’ historic flights and igs 
otherwise desirable as an addition to the memorial. Another tract, 
containing approximately 16 acres, will provide an appropriate 
entrance to the memorial from the Virginia Dare Trail. 


COSTS 


Enactment of the bill will not cost the Government anvthing for 
land purchases. Landscaping and providing parking facilities will 
require minor expenditures. Maintenance expenses have been 
estimated at $500 a year, more or less. 


DEPARTMENTAL RECOMMENDATIONS 


The measure was recommended in an executive communication 
from the Assistant Secretary of the Interior, which follows: 


DePARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 20, 1959. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: Enclosed is a draft of a proposed bill to revise 
the boundaries of the Wright Brothers National Memorial, North 
Carolina, and for other purposes. 

We suggest that this bill be referred to the appropriate committee 
for consideration, and we recommend that it be enacted. 

This bill would add approximately 111 acres of land to the Wright 
Brothers National Memorial, North Carolina. These lands, which 
adjoin the existing memorial are being acquired through donations. 

The memorial was established pursuant to authority contained in 
the act of March 2, 1927 (44 Stat. 1264), to commemorate the Wright 
brothers and their achievements in the development and successful 
use of power-driven aircraft. irom the time of its establishment 
through November 1953, the area was known as the Kill Devil Hill 
National Memorial. On December 1, 1953, the area was appropriately 
redesignated by the Secretary as the Wright Brothers National 
Memorial, there being no requirement in the act authorizing its 
establishment that the memorial be given any specific designation. 

The lands described in the bill, and associated with the historic 
achievements of the Wright brothers, and required in connection with 
the administration of the national memorial, are now being acquired 
pursuant to section 2(d) of the Historic Sites Act, approved August 21, 
1935 (49 Stat. 666). Funds have been donated for this purpose by 
the Avalon and Old Dominion Foundations in the amount of $82,000, 
and by the State of North Carolina in the amount of $25,000. While 
authority exists to acquire them under the Historic Sites Act, the 
proposed legislation is required to add them to the national memorial. 

The bill proposes the addition of two tracts. The first, consisting 
of approximately 95 acres, and containing the landing site of the fourth 
and longest of the Wright brothers’ flights, adjoins the memorial area 
on the north and east. Acquisition of this tract and its addition to 
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the memorial will make possible the preservation of a historically 
important site associated with the early flights of the Wright brothers 
and will improve the interpretive possibilities of the area. It will also 
protect the setting for the existing memorial shaft and facilitate the 
construction of a museum and adjacent parking facilities. The other 
tract, lying to the east of the foregoing tract, and consisting of approxi- 
mately 16 acres, is needed to provide an appropriate entrance to the 
memorial from the Virginia Dare Trail. 

With the addition of this property to the memorial, the Department 
will then be able to proceed with its plans for the development of 
interpretive facilities contemplated under the Mission 66 program for 
this area. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this proposed legislation to the Congress. 

Sincerely yours, 
Rocer Ernst, 
Secretary of the Intervor. 


COMMITTEE RECOMMENDATIONS 


The Committee on Interior and Insular Affairs recommends the 
enactment of H.R. 5488. 
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BOY SCOUTS OF AMERICA MEMORIAL, DISTRICT OF 
COLUMBIA 


June 9, 1959.—Ordered to be printed 


Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 3S. 602} 


The Committee on Interior and Insular Affairs, to whom was re-. 
ferred the bill (S. 602) authorizing the Boy Scouts of America to erect 
a memorial on public grounds in the District of Columbia to honor 
members and leaders of such organization, and for other purposes, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill, as amended, be passed. 

The amendment is as follows: 

At page 2, line 8, after the word ‘“‘section’’, strike the period and: 
insert the following: 


: Provided, That if the site selected be on publie grounds be- 
longing to or under the jurisdiction of the government of the 
District of Columbia, the approval of the Board of Commis- 
sioners of the District of Columbia shall also be obtained. 


PURPOSE OF 8. 602 


By this legislation, the Boy Scouts of America would be. permitted 
to erect a monument on public grounds within the District of Columbia 
in honor of the members and leaders of the organization. Both the 
location and design of the proposed monument are. subject to the 
approval of designated Federal agencies. The monument would be 
erected at no cost to the Government and the authorization contained 
in the legislation will lapse if erection of the monument is not com- 
menced within 5 years. 

AMENDMENT 


The amendment adopted by the committee was suggested by the. 
Bureau of the Budget and provides that the approval of the Board of 
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Commissioners of the District of Columbia shall first be obtained if 
the monument should be located on lands belonging to or under the 
jurisdiction of the District of Columbia. 


AGENCY REPORTS 


Favorable reports of the Department of the Interior and the 
Bureau of the Budget are set forth below. 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 7, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Senator Murray: Your committee has requested a report 
on S. 602, a bill authorizing the Boy Scouts of America to erect a 
memorial on public grounds in the District of Columbia to honor the 
members and leaders of such organization, and for other purposes. 

This Department has no objection to the enactment of this bill. 

This legislation authorizes the erection of a memorial in honor of 
the Boy Scouts of America on publie grounds in the District of Co- 
lumbia. The design and site of the memorial are to be approved by 
the Secretary of the Interior, the Commission of Fine Arts, and the 
National Capital Planning Commission, and it is to be erected at no 
cost to the United States. In the event that the erection of the 
memorial is not commenced within 5 years ‘from the passage of the 
bill, or funds are not available for the erection, the authority granted 
thereunder shall lapse. It further provides, that the maintenance 
and care of the memorial shall be the responsibility of the Secretary 
of the Interior. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 





Executive Orrick oF THE PRESIDENT, 
BuREAU OF THE BunGET, 
Washington, D.C., March 31, 1959. 

Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs Committee, 
U.S. Senate, Senate Office Building, Washington, D.C 

My Dear Mr. Cuarrman: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 602, a bill 
authorizing the Boy Scouts of America to erect a memorial on public 
grounds in the District of Columbia to honor the members and leaders 
of such organization, and for other purposes. 

In reviewing this bill the Commissioners of the District of Columbia 
recommended the following proviso: 





t 
I 
( 
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“Provided, That if the site selected be on public grounds belonging 
to or under the jurisdiction of the government of the District of Colum- 
bia, the approval of the Board of Commissioners of the District of 
Columbia shall also be obtained.” 

Subject to your consideration of this proposed amendment, this 
Bureau would have no objection to the enactment of S. 602. 

Sincerely yours, 
Puiturp S. Hueues, 
Assistant Director for Legislative Reference. 


O 
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DE SOTO NATIONAL MEMORIAL, FLA; 
June 9, 1959.—Ordered to be printed 


Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


To accompany 8. 1214} 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 1214) to amend the act of March 11, 1948 (62 Stat. 
78), relating to the establishment of the De Soto National Memorial 
in the State of Florida, having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended 
do pass. 

he amendment is as follows: 

At page 2, line 2, after the word “use’’, insert the words “up to 
$10,000 of’’. 

PURPOSE OF S. 1214 


The De Soto National Memorial was established in 1948 (62 Stat. 
78) and commemorates the explorations of Hernando de Soto, who 
conducted the first major explorations of the North American Con- 
tinent. Existing law limits the acreage of the memorial to 25 acres 
and places a limitation of $50,000 on expenditures for development of 
the area. 

The National Park Service desires to acquire a 3-acre strip lying 
along the south boundary of the memorial which, if acquired, would 
afford a suitable protective zone at the memorial entrance gate that 
would provide additional needed space for administrative purposes 
and would preclude undesirable commercial and residential develop- 
ment near the entrance gate. 

The National Park Service has been unable to effect the donation of 
the needed lands; S. 1214 provides for their acquisition with appro- 
priated funds. 


84006 








2 DE SOTO NATIONAL MEMORIAL, FLA. 


COMMITTEE AMENDMENT 


The lands proposed to be acquired are estimated to have a value of 
approximately $10,000. The amendment adopted by the committee 
is designed to limit to that figure the amount paid for the needed lands. 


EXECUTIVE COMMUNICATION 


Set forth below is the letter of transmittal in which the Department 
of the Interior sought the introduction of this legislation. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 13, 1959. 
Hon. Ricwarp M. Nixon, 
President of the Senate, Washington, D.C. 


Dear Mr. Presivent: Enclosed is a draft of a proposed bill to 
amend the act of March 11, 1948 (62 Stat. 78), relating to the establish- 
ment of the De Soto National Memorial, in the State of Florida. 

We suggest that this bill be referred to the appropriate committee 
for consideration, and we recommend that it be enacted. 

This bill would permit a small increase in the presently authorized 
acreage for this area, and would remove the existing limitations on 
the use of appropriated funds. 

The De Soto National Memorial, which was established pursuant 
to authority contained in the act of March 11, 1948 (62 Stat. 78), 
commemorates the explorations of Hernando de Soto, who conducted 
the first major expedition to explore the North American Contment. 
In about 4 years De Soto and his companions crossed some 4,000 
miles of wilderness in what is now southern United States, recording 
valuable information about the interior lands and native life of the 
new world. 

The land proposed to be acquired for the memorial is a 3-acre strip 
which lies along the south boundary of the memorial. This addi- 
tional land is needed to provide a suitable protective zone at the 
entrance gate to assure administrative control of an important 
drainage ditch, and to provide additional space for administrative 
purposes. 

At the present rate of growth and development in this section of 
Florida, the approach road to the area may be crowded with homesites 
in the foreseeable future. Such development would destroy much of 
the serenity and dignity of the area that visitors now experience as 
they approach the entrance. One of the outlets of a drainage ditch 
that cuts across the southwestern portion of the memorial, and several 
hundred feet of the ditch itself, lie within the proposed addition. It 
would be desirable to place administrative control of this necessary 
facility in the Secretary. This acquisition will further provide addi- 
tional needed space for administrative purposes, including employee 
housing. 

The existing law limits the acreage of the memorial to 25 acres, and 
places a limitation of $50,000 on expenditures for development of the 
area. This precludes the acquisition of the additional strip of land, 
and prevents the fulfillment of the mission 66 objectives for this area 
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which contemplate the providing of adequate facilities to enable 
visitors to understand better the De Soto expedition and its importance 
in the development of this country. 

The lands proposed for addition are valued at about $10,000 and 
are jointly owned by the persons who donated lands already included 
in the memorial. The Department has been unable to effect the 
donation of the additional lands, and for that reason the bill provides 
for their acquisition with appropriated funds. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this proposed legislation to the Congress. 

Sincerely yours, 
; Rocer Ernst, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (S. 1214), 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


62 Strat. 78 
CHAPTER 109 


AN ACT To authorize the establishment of the De Soto National Memorial, in 
the State of Florida, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That, for the purpose of es- 
tablishing an appropriate memorial to Hernando de Soto, the Secretary 
of the Interior is authorized, in his discretion, to acquire on behalf of 
the United States, by donation, by purchase with donated funds when 
purchasable at prices deemed by him reasonable, or by condemnation 
with donated funds, such lands and interests in land within an area 
of not to exceed [twenty-five] thirty acres as he may select in the 
vicinity of Tampa Bay and Bradenton, Florida, and to construct 
thereon a suitable memorial structure, together with such connecting 
roads and public facilities as may be desirable. 

—2. = > * 

Sec. 3. [There is hereby authorized to be appropriated such sums, 
not to exceed $50,000, as may be necessary to carry out the provisions 
of this Act.] The Secretary of the Interior, in acquiring lands for the 
Memorial, is authorized to use up to $10,000 of any funds now or here- 
after made available to acquire lands for the National Park System. 


O 
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SAN JUAN NATIONAL HISTORIC SITE, P.R. 
June 9, 1959.—Ordered to be printed 


Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 822] 


The Committee on Interior and Inuslar Affairs, to whom was re- 
ferred the bill (S. 822) to authorize the conveyance of certain property 
administered as a part of the San Juan National Historic Site to the 
municipality of San Juan, P.R., in exchange for its development by the 
municipality in a manner that will enhance the historic site, and for 
other purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF S. 822 


This legislation has been introduced at the request of the Depart- 
ment of the Interior. Under the bill, one-third of an acre of federally 
owned land would be conveyed to the municipality of San Juan for 
development and use as a city park. All costs of development would 
be borne by the municipality. The land would revert to the United 
States in the event it is not used for the purpose for which it is 
conveyed. 

In that there is a need for passive recreational facilities in the San 
Juan area, the committee recommends the enactment of this legislation 
inasmuch as the development of the park by the city would also en- 
hance the appearance of the San Juan National Historic Site. 


EXECUTIVE COMMUNICATION 


The communication to the Vice President from the Department of 
the Interior urging the introduction of this legislation is set forth below. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., January 16, 1959. 
Hon. Ricuarp M. Nrxon, 
President of the Senate, Washington, D.C. 


Dear Mr. Presipent: Enclosed herewith is a draft of a proposed 
bill to authorize the conveyance of certain property administered and 
a part of the San Juan National Historic Site to the municipality of 
San Juan, P.R., in exchange for its development by the municipality 
in a manner that will enhance the historic site, and for other purposes, 

We suggest that the proposed bill be referred to the appropriate 
committee for consideration and we recommend that it be enacted. 

The purpose of this proposed legislation is to authorize the Secretary 
of the Interior to convey approximately one- third of an_acre of 
federally owned land to the municipality of San Juan. P.R., for 
development and use as acity park. The bill further provides for the 
cost of the development to be borne by the municipality, for the 
property to revert to the United States in the event it is not used for 
the purpose for which it is conveyed, and for certain reservations as 
to historical structures under or near the property. 

The San Juan National Historic Site contains massive masonry 
fortifications, oldest within the Territorial limits of the United States, 
which were begun by the Spanish in the 16th century to protect a 
strategic harbor guarding the sea lanes to the wealth of the New 
World. These great fortifications, rising 140 feet and more above the 
sea, are a measure of Spain’s ancient power in the New World, and 
its traditions form a historic bond between the Americas. 

There is a definite need for passive recreational opportunities in or 
near the San Juan National Historic Site, where visitors and resi- 
dents can relax in pleasant quiet surroundings that are conducive 
to enjoyment of the area and in keeping with its objective. The 
municipality has advised this Department that, in the event the 
proposed legislation is enacted, it is willing to develop the proposed 
part area as a public park and promenade for the ceajoyment of 
residents and visitors to the historic site. The cost of the develop- 
ment to the city will be between $15,000 and $20,000. T his Depart- 
ment will provide planning and other consultative services in con- 
nection with the project, which will be developed only in accordance 
with plans approved by the Secretary. 

Several requests have been received from private sources which 
contemplate some form of commercial use for the area which would be 
undesirable if located in close proximity to the historic site. Dedi- 
cation and development of the area for city park purposes, pursuant 
to an appropriate act of Congress, would insure the continued use of 
the area for public purposes compatible with the objectives of the 
national historic site. 

The enactment of this legislation would involve no expenditure of 
Federal funds other than nominal costs for planning assistance and 
related consultative services, the cost of which would be met with 
regularly appropriated funds. 

The Bureau of the Budget has advised that there is no nn 
to the submission of this proposed legislation to the Congress 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


O 
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NATIONAL CEMETERIES 





JuNE 9, 1959.—Ordered to be printed 





Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 825 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 825) to revise eligibility requirements for burial in 
national cemeteries, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF §, 82! 


The reported legislation is a part of the Department of Defense 
legislative program for 1959 and has been introduced by Senator 
Murray at the request of that agency. Essentially, S. 825 broadens 
the eligibility requirements for burial in national cemeteries. 

Existing law provides for the burial in national cemeteries of any 
member or former member of the armed services whose last service 
terminated honorably, by death or otherwise. Such burial is also 
authorized for U.S. citizens who served honorably in the Armed 
Forces of countries allied with the United States in wars in which this 
country was or will be engaged. Under certain limitations, spouses 
and children of those in the above categories are eligible for burial in 
national cemeteries. 

Under the reported bill, members of the Reserve components of the 
Armed Forces, the Army National Guard and Air National Guard, 
and members of the Reserve Officers’ Training Corps, under the 
circumstances stated in the bill, would be eligible for burial in a na- 
tional cemetery. 

COST DATA 


The committee is advised that there are no avilable figures indicat- 
ing the number of interments which the Government w ould be called 
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upon to make under this legislation. It is estimated, however, that 
the enactment of S. 825 will not result in any increase in the budgetary 
requirements of the Department of Defense. 


EXECUTIVE COMMUNICATION 


Set forth below is the letter of transmittal from the Department of 
Defense recommending the enactment of this legislation. 





Tue SEecRETARY OF DEFENSE, 


Washington, December 22, 1958, 
Hon. Ricnarp M. Nrxon, 
President of the Senate. 


Dear Mr. Presipent: There is forwarded herewith a draft of 
legislation, to revise eligibility requirements for burial in national 
cemeteries, and for other purposes. 

This proposed legislation is a part of the Department of Defense 
legislative program for 1959, and it has been approved by the Bureau 
of the Budget. The Department of the Army has been designated 
as the representative of the Department of Defense for this legislation. 
It is recommended that this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of the legislation is to permit members of the Reserve 
components of the Armed Forces, the Army National Guard and Air 
National Guard, and members of the Reserve Officers’ Training Corps, 
under the circumstances stated in the proposal, to be eligible for 
burial in a national cemetery if the death, injury, illness, or disease of 
such members occurred or was contracted under honorable conditions. 
Since the death, injury, illness, or disease of these individuals under 
the circumstances set forth in the proposed legislation occurs while 
the individuals are performing services of a military nature, it is 
believed that the burial of these individuals in a national cemetery is 
appropriate. 

In addition, the act of May 14, 1948, now authorizes the removal! 
from national cemeteries of the remains of the wife, husband, widow, 
widower, and minor or unmarried adult children, if, upon death, the 
related member of the Armed Forces of the United States or allied 

overnment is not buried in the same or an adjoining grave site. This 
feviclative proposal would prohibit such removal if the related member 
of the Armed Forces of the United States or allied government is 
(1) lost or buried at sea, (2) officially determined to be permanently 
absent in a status of missing or missing in action, (3) officially deter- 
mined to be dead for the purpose of terminating his status of missing 
in action, or (4) one whose remains have not been recovered. 


COST AND BUDGET DATA 


No figures are available indicating the number of interments which 
the Government will be called upon to make under this legislation. 
It is estimated that enactment of this legislation will not result in 


any increase in the budgetary requirements of the Department of 
Defense. 


Sincerely yours, ' 
Donatp A. Quartzs, Deputy. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 825, 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


(62 Srar. 234) 
(Cu. 289) 


AN ACT To establish eligibility for burial in national cemeteries, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That [burial in national 
cemeteries of the remains of the following ‘classes of persons is author- 
ized under such regulations as the Secretary of the Army may pre- 
scribe: (a) Any member or former member of the Armed Forces of the 
United States whose last service terminated honorably, by death or 
otherwise; (b) any citizen of the United States who, during any war 
in which the United States has been or may hereafter be engaged, 
served in the Armed Forces of any government allied with the United 
States during such war, and whose last service terminated honorably 
by death or otherwise; and (c) the wife, husband, widow, widower, 
minor child, and, in the discretion of the Secretary of the Army, 
unmarried adult child of any of the persons enumerated in (a) and (b) 
herein: Provided, That the remains of those persons enumerated in (c) 
above, may, in the discretion of the Secretary of the Army, be 
removed from a national cemetery proper and interred in the post 
section of a national cemetery or in a post cemetery if, upon death, the 
related member of the Armed Forces of the United States or allied 
government is not buried in the same or an adjoining grave site. Per- 
sons who were members of the Cabinet of the President of the United 
States at any time during the period between April 6, 1917, and 
November 11, 1918, may also be buried in any national cemetery: 
Provided, That the interment is without cost to the United States. 
As used in this section, the term “widow” includes the widow of any 
member of the Armed Forces of the United States lost or buried at sea 
or officially determined to be permanently absent in a status of missing 
or missing in action. J 

(a) Under such regulations as the Secretary of the Army may, with the 
approval of the Secretary of Defense, prescribe, the remains of the following 
persons may be buried in national cemeteries: 

(1) Any member or former member of the Armed Forces who served on 
active duty (other than for training) and whose last such service terminated 
honorably. 

(2) Any member of a reserve component of the Armed Forces, and any 
member of the Army National Guard or the Air National Guard, whose 
death occurs under honorable conditions while he is— 

(A) on active duty for training, or performing full-time service 
under section 316, 503, 604, or 506 of title 32, United States Code; 
(B) performing authorized travel to or fr om that duty or service; 
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(C) on authorized inactive duty training, including training 
performed as a member of the Army National Guard or the Air 
National Guard; or 

(D) hospitalized or undergoing treatment, at the expense of the 
United States, for injury or disease contracted or incurred under 
honorable conditions while he is— 

(c) on that duty or service; 

(ii) performing that travel or inactive duty training; or 

(iit) undergoing that hospitalization or treatment at the ex- 
pense of the United States. 

(3) Any member of the Reserve Officers’ Training Corps of the Army, 
Navy, or Air Force whose death occurs under honorable conditions while 
he is— 

(A) attending an authorized training camp or on an authorized 
practice cruise; 

(B) performing authorized travel to or from that camp or cruise; 
a 

') hospitalized or undergoing treatment, at the expense of the 
l railed States, for injury or disease contracted or incurred under 
honorable conditions while he is— 
(2) attending that camp or on that cruise; 
(2v) performing that travel; or 
(ivi) undergoing that hospitalization or treatment at the 
expense of the United States. 

(4) Any citizen of the United States who, during any war in which 
the United States is or has been engaged, served in the armed forces of 
any government allied with the United States during that war, and whose 
last such service terminated honorably. 

(5) The wife, husband, surviving spouse, minor child, and, in the dis- 
cretion of the Secretary of the Army, unmarried adult child of any of the 
persons listed in clauses (1)—(4) 

(6) The remains of any person listed in subsection (a)(5) may, in the 
discretion of the Secretary of the Army, be removed from a national 
cemetery proper and interred in the post section of a national cemetery or 
in a post cemetery if, upon death, the related person named in subsection 
(a) (1)—(4) ts not buried in the same or an adjoining gravesite. However, 
the remains of a person listed in subsection (a)(5) may not be removed 
from a national cemetery proper vf the related person is— 

) lost or buried at sea; 

(2) officially determined to be permanently absent in a status of 
missing or missing in action; 

) officially determined to be dead for the purpose of terminating 
his status of missing or missing in action; or 

(4) one whose remains have not been recovered. 

Sec. 2. Section 4878, Revised Statutes, as amended (24 U.S.C. 281), 
is hereby repealed. 

O 
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PRESERVATION OF HISTORICAL AND ARCHEOLOGICAL 
DATA WHICH MIGHT OTHERWISE BE LOST AS THE 
RESULT OF THE CONSTRUCTION OF CERTAIN DAMS 


June 9, 1959.—Ordered to be printed 


Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 1185] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 1185) to provide for the preservation of historical and 
archeological data (including relics and specimens) which might other- 
wise be lost as the result of the construction of a dam, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF S. 1185 


The act of August 21, 1935 (16 U.S.C., 461-467), the so-called 
Historic Sites Act, provides a program to preserve historical and 
archeological data threatened by construction of dams and attendant 
development. Such a program will be advanced by the enactment 
of S. 1185 which is more explicit than is the Historic Sites Act with 
respect to historical and archeological salvage. 

The bill provides essentially for coordination of archeological in- 
vestigations and salvage operations with advance planning and con- 
struction of dams either by Federal agencies or under permits granted 
by Federal agencies. As the Department of the Interior has pointed 
out in its report on this legislation, ‘“* * * necessary archeological 
and historical salvage should be performed in advance of such con- 
struction activities * * *.” The reported legislation facilitates the 
accomplishment of that objective. 
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DEPARTMENTAL RECOMMENDATIONS 


Set forth below are favorable reports which the committee has re- 
ceived on this legislation from the Department of the Interior, the 
Department of the Army, the Federal Power Commission, and the 
Bureau of the Budget. 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 26, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Senator Murray: Your committee has requested a report 
on S. 575, which has been superseded by S. 1185, both bills to provide 
for the preservation of historical and archeological data (including 
relics and specimens) which might otherwise be lost as the result of 
the construction of a dam. 

We recommend the enactment of S. 1185, and recommend against 
the enactment of S. 575. 

S. 1185, which supersedes 8. 575, is identical to S. 1109 as it was 
passed by the Senate in the 85th Congress, and after it was amended 
as suggested by this Department and the Smithsonian Institution. 
S. 575 was apparently intended to be the same, but sections 3 and 4 
were omitted. 

These bills have as their object the preservation of historical and 
archeological data which might otherwise be lost as a result of flooding 
caused by the construction of a dam by any agency of the United 
States or by any private person or corporation holding a license issued 
by any such agency. It is assumed that this language would be 
sufficient to include State and municipal licenses. They provide for 
coordination between agencies which is a desirable feature. 

With the increased industrialization and greater Federal activity in 
construction of large-scale multipurpose water control projects, the 
problem of salvaging and preserving archeological and _ historical 
antiquities of national significance in advance of destruction becomes 
ever more critical. Both bills emphasize the point that the necessary 
archeological and historical salvage should be performed in advance of 
such construction activities, and they reflect a growing public aware- 
ness of their increasing loss of this national heritage through such 
Federal and private activities. 

The losses in two reservoirs, one at Fort Randall, S. Dak., and the 
other the Buford Reservoir in Georgia, can be cited as classic examples. 
In both of these areas, important prehistoric sites were lost, including 
sites recommended for excavation by the Smithsonian Institution. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 
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DepaRTMENT OF THE ARMy, 
Washington, D.C., June 4, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate. 


Dear Mr. CuarrMan: Reference is made to your request for the 
views of the Department of the Army with respect to S. 575, 86th 
Congress, a bill to provide for the preservation of historical and archeo- 
logical data (including relics and specimens) which might otherwise 
be lost as the result of the construction of a dam. 

This bill provides essentially for coordination of archeological 
investigations and salvage operations with advance planning and con- 
struction of dams by Federal agencies or under permits granted by 
Federal agencies. The bill requires written notice to the Secretary 
of the Interior of the site of the dam and reservoir in advance of its 
construction and provides for archeological investigations and surveys 
by the National Park Service in the project area, coordination of such 
work with the functions of the construction agency, performance of 
archeological removal and salvage operations, cooperation with other 
agencies and individuals in the process, procurement of services of 
others, and appropriation of Federal funds fot the purposes stated. 

A program embodying all of the purposes and objectives of this bill 
relating to dams constructed by the Corps of Engineers has been in 
effect for many years in accordance with the provisions of the Historic 
Sites Act of August 21, 1935 (49 Stat. 666). Archaeological investi- 
gations and preservation of historic sites are primary functions of the 
National Park Service. The Historic Sites Act authorizes the Secre- 
tary of the Interior, through the National Park Service, and with the 
assistance of anv Federal, State, or municipal agency, or any educa- 
tional or scientific institution or patriotic association, or individual, 
to preserve for public use historic and archaeological sites and objects 
of national significance. The act also authorizes the appropriation 
of funds to the National Park Service for that purpose. 

The Corps of Engineers supplies interested agencies with project 
planning and construction information as a basis for the planning of 
their programs, and cooperates to the fullest extent in carrying out 
such work, to assure that lands acquired by the Corps of Engineers 
for its project works are made available and the longest practicable 
period of time is provided for excavation of archaeological remains 
and removal of historic objects prior to inundation of reservoir areas, 
and to prevent interference therewith by project construction ac- 
tivities wherever possible. 

It is believed that the basic purposes of this proposed legislation are 
already being accomplished under existing law insofar as the responsi- 
bilities of the Department of the Army are concerned. 

The Department of the Army has no information as to the fiscal 
effect of this bill. It is assumed that provision for financing work 
authorized by the bill would be through appropriations for the Na- 
tional Park Service of the Department of the Interior. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 
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FreDERAL PowEeR ComMISSION 


REPORT ON S8. 1185, 86TH CONGRESS, A BILL TO PROVIDE FOR THE PRESER- 
VATION OF HISTORICAL AND ARCHEOLOGICAL DATA (INCLUDING RELICS 
AND SPECIMENS) WHICH MIGHT OTHERWISE BE LOST AS THE RESULT 
OF THE CONSTRUCTION OF A DAM 


If this bill were enacted, the Commission, before issuing a license 
under part I of the Federal Power Act, would be required to give a 
written notice to the Secretary of the Interior setting forth the site of 
the proposed dam and the approximate area to be flooded or changed. 
The Secretary of the Interior would then be required to cause a survey 
to be made to ascertain whether the area involved contains historical 
and archeological data which should be preserved in the public interest, 
If he so determines, and if it is feasible to do so, he would be authorized 
by the bill to cause the necessary work to be performed in the area to 
collect and preserve such data. The bill further provides that such 
survey and any necessary work must be carried out “as expeditiously 
as possible,” and that the Commission must be kept informed at all 
times of the progress thereof ‘‘in order that there will be as little disrup- 
tion or delay as possible” in the functions of the Commission. 

Section 3 of the bill would authorize the Secretary to carry out the 
law by entering into contracts or making cooperative agreements with 
Federal or State agencies, educational or scientific organizations, and 
private entities or individuals, and to accept funds from private per- 
sons or corporations holding Federal licenses, such funds to be used 
for salvage archeological purposes. 

The Commission’s oldest activity is its licensing function which 
dates back to the Federal Water Power Act of 1920, now part I of 
the Federal Power Act. Pursuant to that authority, the Commis- 
sion issues licenses to citizens, corporations, States, and municipali- 
ties authorizing the construction, operation, and maintenance of 
waterpower projects on Government lands and on streams over 
which the Congress has jurisdiction. It may also issue licenses to 
such non-Federal interests for the purpose of utilizing the surplus 
water or waterpower from a Government dam. Licenses issued under 
the Federal Power Act are for fixed periods not exceeding 50 years and 
contain terms which protect both the licensee and the public interest. 

In the administration of these licensing powers it is the practice 
of the Commission to notify interested Federal agencies, Governors, 
and State and local agencies of the filing of applications for preliminary 
permits and licenses for hydroelectric power projects, thus giving 
them an opportunity to present objections or other comments, and to 
participate as interested parties in appropriate cases. Similar action 
is taken by the Commission in regard to an application for the amend- 
ment of a license. Copies of license instruments concerning water- 
power projects are furnished to various interested Federal and State 
agencies in accordance with established practice. 

“Public notices of the filing of applications for major power projects 
are published for 4 weeks in : local newspapers and once in the Federal 
Register, and notices by letter are given to interested Members of 
Congress and,to officials of counties and municipalities which might 
be affected by or interested in the project. ‘Interested parties may 
object or request hearings, which may be held in the vicinity of the 
proposed project. 
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Furthermore, before action is taken on an application, the Secreta 
of the Army, the Secretary of the Interior, and the Secretary of Agri- 
culture are requested to make recommendations with respect to 
matters in which they have an interest, including navigation, flood 
control, conservation of land and water resources, fish and wildlife 
preservation, recreational benefits, and the preservation of historical 
and archeological data. If the interests of other Government depart- 
ments or agencies seem to be involved, they also are invited to submit 
their views. 

The Commission realizes that the possible effects upon historical 
and archeological data resulting from the construction of a project 
should not be overlooked or minimized, and that any such data having 
exceptional historical or archeological significance should be pre- 
served in the public interest when it is feasible to do so. Section 10 
of the Federal Power Act, in fact, provides that a licensed project 
must be such as in the judgment of the Commission will be best 
adapted to a comprehensive plan for all beneficial public uses, and 
gives the Commission authority to prescribe appropriate license 
conditions, including conditions for the preservation of historical and 
archeological data. This has been done where appropriate. 

Incidentally, it should be noted that the bill as now drawn would 
apply only to “any private person or corporation” holding a Federal 
license for construction of a dam, and apparently it would have no 
application to any licenses which might be issued to States and munici- 
palities. Since dams to be constructed by municipal and State 
agencies would affect “historical and archaeological data,” to the same 
extent as if constructed by a “private person or corporation,” it 
would appear desirable in furtherance of the purpose of the bill to 
amend it to make it applicable to States and subdivisions thereof. 

The Commission favors the basic purposes and objectives of this bill 
and would have no objection to its enactment. 


FEDERAL Power CoMMISSION, 


By > 
Chairman. 


EXEcuTIvE OFFICE OF THE PRESIDENT, 
BuREAU. OF THE BUDGET, 
Washington, D.C., May 22, 1959. 








Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, U.S. Senate, 
Senate Office Building, Washington, D.C. 

My Dear Mr. Cuarrman: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 575, a bill to 
provide for the preservation of historical and archaeological data 
(including relics and specimens) which might otherwise be lost as the 
result of the construction of a dam. 

It is our understanding that S. 1185 has replaced S. 575. This 
Bureau would have no objection to the enactment of S. 1185. 

Sincerely yours, 
Puiu S. HuGHss, 
Assistant Director for Legislative Reference. 


O 
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HEADQUARTERS SITE, MOUNT RAINIER NATIONAL 
PARK, WASH. 





June 9, 1959.— Ordered to be printed 





Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8S. 1358] 


The Committee on Interior and Insular Affairs, to whom was referred 
the bill (S. 1358) to authorize the Secretary of the Interior to provide 
a headquarters site for Mount Rainier National Park in the general 
vicinity of Ashford, Wash., and for other purposes, having considered 
the same report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


S. 1358 would enable the Secretary of the Interior to provide a 
headquarters for the Mount Rainier National Park at a more suitable 
location than the existing site at Longmire which is within the park 
boundaries. The existing facilities at Longmire are hopelessly inade- 
quate and obsolete and there is not sufficient amount of suitable land 
available at that location to accommodate an adequate headquarters 
development. Severe winter weather conditions in the Longmire area 
make it desirable that a new headquarters be developed at a lower 
altitude. A new headquarters can be developed at only slightly greater 
cost than would be required to carry out the necessary rehabilitation 
of the present facilities at Longmire. 

The proposed new site at Ashford is some 6 miles from the Nisqually 
entrance of Mount Rainier National Park. Because of its more favor- 
able climate (averaze snow depth is 2 to 4 inches as compared with 
53 inches in the Longmire section), its proximity to a railroad and to 
sources of supply, schools, churches, and medical service, and its near- 
ness to the junction of year-round highways to other sections of the 
park, the Ashford location is the lozical site for the operational and 
maintenance headquarters of the park. 


84006 
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COST DATA 


Detailed surveys and estimates show that approximately $2,356,000 
is needed for the development of the proposed new headquarters site, 
It is the judgment of the committee that the construction of the 
Ashford headquarters site should be undertaken and that the ex- 
penditure of funds for such a purpose is fully warranted. 

The necessary funds will be sought by the National Park Service, 
as needed, in its annual Mission 66 budget requests. 


EXECUTIVE COMMUNICATION 


S. 1358 was introduced by Senator Murray at the request of the 
Department of the Interior. A copy of the executive communica- 
tion proposing the introduction of the legislation is set forth below. 


U.S. DeparRTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 27, 1959. 
Hon. Ricnarp M. Nrxon, 
President of the Senate, 
Washington, D.C. 

Dear Mr. Presipent: Enclosed is a draft of a proposed bill, to 
authorize the Secretary of the Interior to provide a headquarters site 
for Mount Rainier National Park in the general vicinity of Ashford, 
Wash., and for other purposes. 

We suggest that this bill be referred to the appropriate committee 
for consideration, and we recommend that it be enacted. 

This bill would authorize the Secretary of the Interior to provide 
a park headquarters for Mount Rainier National Park in the general 
vicinity of Ashford, Wash. For such purpose he would have power 
to acquire, in that vicinity, by such means as he might deem in the 
public interest, not more than 300 acres of land, or interest therein. 

This headquarters site so provided for would constitute a part of 
Mount Rainier National Park and would be administered in accord- 
ance with the laws applicable thereto. ‘The present headquarters site 
at Longmire would be applied to public use for which it is more 
suitable. 

The present headquarters development at Longmire is totally 
inadequate and obsolete and there is not a sufficient amount of de- 
sirable land area available at that location to accommodate an ade- 
quate headquarters development. Weather conditions, particularly 
the short duration of the snow-free season, make it desirable to de- 
velop the headquarters at a lower elevation than is possible in Mount 
Rainier National Park. Periodic floods of the Nisqually River re- 
peatedly threaten the present headquarters area. In the last 10 years 
this area has been twice isolated and residents have once been evac- 
uated because of the late fall and winter floods. Flood control at 
this point would be costly, unsightly and of questionable permanence. 
Except for a few residences and one office building, which are on safe 
ground and would be retained at Longmire, all buildings and the 
utility system now need extensive alteration or complete replacement. 
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The proposed legislation would facilitate the location and develop- 
ment of a new park headquarters area in the vicinity of Ashford, 
Wash., which is located about 6 miles below the Nisqually entrance of 
Mount Rainier National Park. Studies made by the Department 
indicate that this general area would provide the most logical location 
for an operation and maintenance headquarters for the park. On the 
basis of data now available, it is believed that this site can be developed 
at a cost no greater than would be required to rehabilitate and expand 
the present Longmire headquarters and to protect the site from floods. 
Among other advantages to be gained through relocation of the park 
headquarters near Ashford are its much more favorable climate (aver- 
age snow depth is 2 to 4 inches as compared with 53 inches in the 
Longmire section); its proximity to a railroad and to sources of supply, 
schools, churches, and medical service; opportunities for employees 
desiring to do so to provide their own housing; and its nearness to the 
junction of year-round highways to other sections of the park. These 
factors would contribute substantially to efficient operation and 
management of the park. 

Under the Mission 66 program, the new headquarters area to be 
developed outside the park would include no public use facilities. 
It would be the administrative and service center for the park and 
would include offices, shops, warehouses, garage, and storage facilities, 
as well as such residences for headquarters employees as may be 
necessary. The site tentatively selected is an open area adjacent to 
the railroad and the National Park Highway (State Route 5). Its 

roximity to a railroad would facilitate construction of a spur track, 
if needed. If through the enactment of this bill and provision of the 
necessary funds, the Department can proceed with the relocation of 
the headquarters area as contemplated, the obsolete structures would 
be cleared from the present Longmire area. Portions of the area less 
subject to flooding would be developed for picnicking and other 
recreational and interpretive uses. This area would receive its greatest 
use by picnickers and campers during the flood-free vacation travel 
season. The existing headquarters building which is not likely to 
be destroyed by flooding, would be converted to a visitor center. 
As such, it would serve as an introduction to the entire park, treating 
in summary all of its important features." The Longmire area is 
especially suitable for this proposed use as it affords open and expan- 
sive views along the river and of majestic Mount Rainier. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this proposed legislation to the Congress. 

Sincerely yours, 
Roacrr Ernst, 
Assistant Secretary of the Interior. 


O 
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AUTHORIZING THE USE OF GREAT LAKES VESSELS ON 
THE OCEANS 


June 10 (legislative day, June 9), 1959.—Ordered to be printed 


Mr. Maanuson, of Washington, from the Committee on Interstate 
and Foreign Commerce, submitted the following 


REPORT 


[To accompany S. 990] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 990) to authorize the use of Great Lakes 
vessels on the oceans, having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended 
do pass. 

THE AMENDMENT 


On line 9, delete the word “operate” and insert in lieu thereof the 
words “‘permitted to operate’’. 


PURPOSE OF THE BILL 


The bill, S. 990, would provide that certain vessels (six in all) 
purchased from the United States in 1951 for exclusive use on the 
Great Lakes would be permitted to operate outside the Great Lakes 
area in any trades and in any manner permitted to other vessels 
documented under the laws of the United States. Such authority 
would be given despite the provisions of the Merchant Ship Sales Act 
of 1946, as amended, and Public Law 856, enacted September 28, 
1950 (64 Stat. 1078), and contracts executed thereunder. 

Actually, only one of the six vessels in question would be likely to 
benefit from the bill, as five of the vessels were converted to bulk 
carriers for the Great Lakes ore trade, by reason of which they are 
unsuited to operation on the oceans and could be reconverted for 
ocean operation only at exorbitant cost. 

The one vessel to be benefited by the bill is the S.S. Aguarama, which 
was converted, following its purchase, for transportation of passengers 
(2,500 capacity) and their automobiles (200 capacity) between Detroit 
and Cleveland. 


59003 Res., Vol. 3, 86-1, O—61 
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REASON FOR THE BILL 


Operation of the S.S. Aquarama over the past two seasons on the 
Detroit-Cleveland route has proven unprofitable, due largely to the 
extremely short active tourist season of approximately 3 months. 
Her owners report that the vessel has failed to make her operating 
costs, much less the interest and amortization on her mortgage or the 
repayment of the equity investment. Representatives of the vessel 
owners testified at the hearing that— 


the total original costs a by us for this ship, as certified 
by Ernst & Ernst, public accountants, were $4,406,318.43. 


The Maritime Administration insured a mortgage on the vessel under 
title XI of the Merchant Marine Act of 1936, as amended, in the 
amount of $2,500,000. Resources of the owner other than the oper- 
ating revenue from the Aquarama, itself, including other revenues of 
the owner and its subsidiaries, are committed to payment of the mort- 
Rae. There has been no default, so that the unpaid balance, as of 
March 31, 1959, was $1,440,000. The liability of the Government is 
limited to 90 percent of the unpaid balance. 

Thus the Government has a twofold interest in the profitable oper- 
ation of the vessel. It has the responsibility, in line with the national 
maritime policy as set forth in the preamble of the Merchant Marine 
Act of 1936, as amended, to maintain and strengthen the Nation’s 
shipping services. As insurer of the vessel mortgage, it has the fur- 
ther responsibility of employing reasonable means to help make pos- 
sible profitable operation of the vessel insured. 


BACKGROUND ON THE BILL 


There was some question raised as to the propriety of allowing 
vessels sold for exclusive Great Lakes use to operate on the oceans 
where they might be in competition with vessels sold under the provi- 
sions of the Merchant Ship Sales Act of 1946. The Department of 
Commerce in its report on the bill stated that it— 


does not object to favorable consideration * * * subject to 
the observations hereinafter made. 


Among the observations was the following: 


The Merchant Ship Sales Act of 1946 not only did not place 
any trading restrictions on vessels which were reconverted for 
ocean use, but the act specifically prohibited the Maritime 
Commission from placing any requirements in the contracts 
of sale which would restrict the lawful operations of the vessels. 
It is difficult to see any practical necessity in the enactment 
of Public Law 856 for restricting the operation of vessels 
which were converted for Great Lakes use. There was at 
that time no immediate prospect that the St. Lawrence Sea- 
way would be built. The trading restriction could have had 
no practical effect, inasmuch as once a vessel was moved into 
the Great Lakes where was no way of using it except on the 
Great Lakes until the construction of -the St. Lawrence 
Seaway would be authorized and completed. Even after 
the completion of the seaway, as a matter of reasonable 
practical possibility, except for the Aquarama, there does not 
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seem to be any likelihood of any of these ships being trans- 
ferred to use on the oceans. 

If hearings on the measure confirm our understanding of 
the circumstances, it does not seem inequitable to remove 
the trading restrictions imposed on these six vessels by 
Public Law 856, 81st Congress, and the contracts executed 
thereunder; * * * 


As a matter of fact, the SS Aquarama is the only U.S.-flag vessel 
capable of navigating on the oceans which is restricted from so doing. 
The Maritime Administration witness at the hearing testified that— 


We see no good reason for limiting U.S.-flag vessels to Lakes 
operation at this time. 


All ships sold under the 1946 Ship Sales Act for foreign registry are 
now permitted to operate on the Great Lakes. 
The Treasury Department reported that it— 


is not opposed to the removal of the operating restrictions 
placed upon certain vessels as an incident to their sale under 
the Merchant Ship Sales Act of 1946. 


The Department of the Navy, reporting on the bill on behalf of the 
Department of Defense, defers to the views of the Department of 
Commerce. 

The Comptroller General, in his report on the bill, made no recom- 
mendation with respect to enactment, but suggested that if the 
committee were inclined to approve the bill, it might consider sub- 
stituting the words ‘‘permitted to operate” for the word “operated” 
on line 9, on the ground that— 


the phrase ‘‘may be operated” * * * may be construed to 
authorize operation in any trade or manner without regard 
to requirements imposed upon other operators in the same 
trade. We assume that the bills are intended only to remove 
the restrictions with respect to exclusive use on the Great 
Lakes and are not intended to grant any privilege or prefer- 
ence to the involved vessels. 


In accordance with = Sug, estion of = ‘Comptroller General, the 
bill has been so amended Phi his was done to avoid the suggested 
on construction that the vessels covered by the legislation could 
e operated in a trade or in a manner without regard to the general 
requirements imposed on other U.S.-flag ships similarly operated. 
S. 990 is designed only to put the vessels involved on a parity with 
other unsubsidized U.S.-flag vessels, subject only to the same per- 
missions from any governmental agencies as are required for other 
vessels similarly operated. 
No opposition from any source was expressed at the hearing or to 
the committee otherwise. 
There is no change in existing law. 
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The reports of the Government departments and agencies are as 
follows: 


Tue SECRETARY OF COMMERCE, 
Washington, May 15, 1959. 
Hon. WarREN G. MAGNnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Dear Mr. CuarrMan: This is in reply to your requests of February 
11 and March 6, 1959, for the views of this Department with respect 
to S. 990 and S. 1270, similar bills, to authorize the use of Great Lakes 
vessels on the oceans. 

The bills S. 990 and S. 1270 would, notwithstanding the provisions 
of the Merchant Ship Sales Act of 1946, as amended, and Public Law 
856, 81st Congress, enacted September 28, 1950 (64 Stat. 1078), and 
contracts executed thereunder, authorize vessels purchased from the 
United States for exclusive use on the Great Lakes to be operated in 
any trades and in any manner permitted to other vessels documented 
under the laws of the United States. 

The Department of Commerce does not object to favorable con- 
sideration of these bills subject to the observations hereinafter made. 

Before enactment of Public Law 856, 81st Congress, the Merchant 
Ship Sales Act of 1946 authorized the reconversion or restoration by 
the Maritime Commission of vessels sold under that act for ‘normal 
operation is commercial services.’”’ The act further authorized the 
making of such replacements, alterations, or modifications, and the 
installation of such special features with respect to any such vessel 
as might be necessary or advisable to make such vessel suitable for 
commercial operation on trade routes or services or comparable as to 
commercial utility to other such vessels of the same general type. 

Public Law 856, 81st Congress, amended the Ship Sales Act of 1946 
to authorize the Secretary of Commerce to convert for operation on 
the Great Lakes, including the St. Lawrence River iad Gulf, and 
their connecting waterways, any vessel authorized to be sold or 
chartered under the Ship Sales Act. It authorized until December 
31, 1950, the making of contracts for sale of vessels for exclusive use 
on the Great Lakes, with allowances to purchasers on not more than 
10 vessels sold for such exclusive use. Such allowances could cover 
the value and cost of removal of equipment not required for Great 
Lakes operation of the vessel, and the cost of converting and equipping 
the vessels for Great. Lakes use, but in no case were the allowances on 
a vessel to exceed 90 percent of the unadjusted statutory sales price 
thereof under the 1946 act. Public Law 856 also amended title XI 
of the Merchant Marine Act, 1936, specifically to authorize ship mort- 
gage insurance to cover mortgage aiantiene for conversion of vessels 
sold under the 1946 act for Great Lakes use. 

Six C—4-type vessels were sold under the 1946 act with allowances 
ns ursuant to the amendments made by Public Law 856, 81st Congress. 

he contracts of sale included a provision limiting ‘the use of the 
vessels to exclusive use on the Great Lakes, including the St. Lawrence 
River and Gulf, and their connecting waterways. 

The six vessels sold, the purchasers, the floor prices, the allowances, 

and the net sales prices are as follows: 
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Old name New name Type Floor Allow- Net sales 
price ances ! price 





Nicholson-Universal Steam- 


ship Co.: 
‘Mount — eiieicciednbd Charles M. White....-- C4-S-A4__| $1, 547, 338 | $1, 374,748 $172, 590 
Scott E. Land........-..-..- Thomas F. Patton....- C4-S-A4__| 1,547,338 1, 413, 405 133, 933 
Louis McH Howe-..-- Tom M. Girdler__.._.- C4-S-A4__| 1, 547,338 1, 362, 167 185, 171 

Wisconsin & Michigan Steam- 

ship Co.: 
Be BG... ccnicccavsced Aquarama............-- C4-S-B5._| 1,547,338 | 1, 485, 000 62, 338 
Marine Angel..........-.-- McKee Sons. .....-..-- C4-8-B2__| 1,547,338 | 1, 460, 000 87, 338 
Marine Robin.........----- Joseph H. Thompson..| C4-S-B2__| 1, 547,338 | 1, 460, 000 87, 338 


1 Not to exceed 90 percent of the unadjusted statutory sales price of $1,650,000. 


The three ships sold to the Nicholson-Universal Steamship Co. 
were converted to bulk carriers at the request of the Maritime Admin- 
istration, Department of Commerce, in the interest of meeting defense 
needs for bulk carriers on the Great Lakes during the Korean emer- 
gency, declared December 16, 1950. These three ships, renamed the 
Charles M. White, Thomas F. Patton, and Tom M. Girdler, are now 
owned by the Republic Steel Corp., or a division or affiliate thereof. 

Of the three vessels sold to the Wisconsin & Michigan Co., two were 
also converted to bulk carriers, and one, renamed McKee Sons, is now 
owned by the Amersand Steamship Corp., and one, renamed Joseph, 
H. Thompson, is now owned by the Hansand Steamship Corp. The 
sixth ship, renamed the Aquarama, was converted into a passenger 
ship, with accommodations for carrying cars of the passengers, and is 
now owned by the Sand Products Corp. Sums in excess of the con- 
version allowance were expended in the actual conversion of each of 
these six ships. 

There are no direct debts or liabilities to the Maritime Administra- 
tion, Department of Commerce, in respect of any of the six ships, but 
the Maritime Administration has insured a mortgage on the Aqurama 
under title XI of the Merchant Marine Act, 1936, to finance the cost 
of reconstruction. The insured mortgage dated June 5, 1956, was in 
the amount of $2,500,000, payable in annual installments, with final 
payment in full due November 1, 1960. The total costs of acquiring, 
converting, and equipping the vessel for operation were not less than 
$4,400,000. The insurance agreement was made in 1956 under title 
XI, which then provided for insurance of 90 percent of the principal 
of the mortgage. Resources of the owner other than the operating 
revenue from the Aquarama, itself, including other revenues of the 
owner and its subsidiaries, are committed to payment of the mortgage. 
There has been no default in payments under the mortgage. The 
unpaid balance as of March 31, 1959, was $1,440,000, of which the 
liability of the Government is limited to 90 percent. 

The Maritime Administration, Department of Commerce, has been 
informally advised on behalf of the present owners of the Aquarama 
that the vessel which is operated only during the tourist travel season 
(some 80 days each year) has been operating at a loss, and that, in 
view of the imminent opening of the St. Lawrence Seaway, the owners 
desire to take the vessel out of the Great Lakes during the rest of the 
year which would otherwise be a layup period, and find employment 
in an operation suited for the special character of the vessel, which is 
equipped only for short-run operation (not to exceed 16 hours) for the 
carriage of passengers and their cars. It does not appear that the 
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vessel, if released to ocean service, would furnish any substantial 
competition to American-flag ships. 

The release from the Great Lakes use restriction on any of these 
six ships would not, of course, qualify the vessel for use in subsidized 
operation or any other operation under the U.S. flag, except in accord- 
ance with the laws applicable generally to vessels in like use and 
employment. 

lt appears that the five bulk-type vessels could not be used in 
oceangoing service except with extensive and expensive reconstruction 
or reconversion for ocean operation necessary to qualify them under 
the laws and regulations applicable to U.S.-flag vessels and to enable 
them to procure insurance. 

If testimony at a hearing on these bills confirms the circumstances 
relating to these vessels and the possibilities involved with respect to 
ocean use of these vessels, the Department believes that the matter of 
release from the trading restrictions of Public Law 856 is peculiarly 
one for equitable consideration by the Congress. 

The vessels that were to be sold under the Ship Sales Act of 1946 
were war-built vessels designed and built as oceangoing vessels. 
Those vessels which had been modified for a particular war use were 
eligible, under the Ship Sales Act, for restoration or reconversion as 
oceangoing vessels of the same type as their original design. The 
vessels to be sold under the Ship Sales Act had not been designed to 
use on the Great Lakes and, hence, were not eligible for conversion 
for such use. It was to clarify this situation that Congress passed 
Public Law 856, 81st Congress. 

The Merchant Ship Sales Act of 1946 not only did not place any 
trading restrictions on vessels which were reconverted for ocean use, 
but the act specifically prohibited the Maritime Commission from 
placing any requirements in the contracts of sale which would restrict 
the lawful operations of the vessels. It is difficult to see any practical 
necessity in the enactment of Public Law 856 for restricting the opera- 
tion of vessels which were converted for Great Lakes use. There was 
at that time no immediate prospect that the St. Lawrence Seaway 
would be built. The trading restriction could have had no practical 
effect, inasmuch as once a vessel was moved into the Great Lakes 
there was no way of using it except on the Great Lakes until the 
construction of the St. Lawrence Seaway would be authorized and 
completed. Even after the completion of the seaway, as a matter of 
reasonable practical possibility, except for the Aguarama, there does 
not seem to be any likelihood of any of these ships being transferred 
to use on the oceans. 

If hearings on the measure. confirm our understanding of the cir- 
cumstances, it does not seem inequitable to remove the trading 
restrictions imposed on these six vessels by Public Law 856, 81st 
Congress, and the contracts executed thereunder; and the Depart- 
+ therefore, has no objection to favorable consideration of the 

s. 

We have been advised by the Bureau of the Budget that there 
would be no objection to the submission of this report to your com- 
mittee. , 

Sincerely yours, ; 
F. H. MvuE.ter, 
Under Secretary of Commerce. 
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OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, May 14, 1959. 
Hon. WarrEN G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

My Dear Mr. CuarrMan: Reference is made to the request of 
your committee for the views of the Treasury Department on S. 990 
and S. 1270, identical bills, to authorize the use of Great Lakes vessels 
on the oceans. 

The proposed legislation would provide that vessels purchased from 
the United States for exclusive use on the Great Lakes, St. Lawrence 
River and gulf, and their connecting waterways, may be operated 
in any trades and in any manner permitted other documented vessels 
of the United States notwithstanding the provisions of the Merchant 
Ship Sales Act of 1946, as amended. 

The Treasury Department is not opposed to the removal of the 
operating restrictions placed upon certain vessels as an incident to 
their sale under the Merchant Ship Sales Act of 1946. However, in 
the extended operation of such vessels either in the coastwise trade or 
the ocean trade, the standards of inspection applicable to those waters 
my ee structural] alterations and equipment modifications. 

he Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee. 
Very truly yours, 
(Signed) A. Gitmore FL.UvEs, 
Acting Secretary of the Treasury. 





DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 13, 1959. 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Foreign Commerce, U.S. Senate, 
Washington, D.C. 

My Dear Mr. Cuarrman: Your request for comment on S. 990 
and S. 1270, identical bills, to authorize the use of Great Lakes vessels 
on the oceans, has been assigned to this Department by the Secretary 
of Defense for the preparation of a report thereon expressing the views 
of the Department of Defense. 

Under the Merchant Ship Sales Act of 1946, as amended, vessels 
urchased from the United States for use on the Great Lakes were 
imited in their operation and use exclusively to the Great Lakes, 
St. Lawrence River and Gulf, and their connecting waterways. 
Heretofore, this restriction was meaningless as these vessels had no 
exit to the high seas. With the opening of the St. Lawrence Seaway, 
the picture is changed and these vessels will have easy access to the 
Atlantic Ocean. These bills are intended to give such vessels the 

right to operate on the oceans and could result in additional applica- 
tions for operating differential subsidies from the Maritime iauin- 
istration. 

As this subject is primarily the interest of the Department of 
Commerce, the Department of the Navy on behalf of the Department 
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of Defense defers to the views of the Department of Commerce on 
S. 990 and S. 1270. 
This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense, 
The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on S. 990 and S. 1270 to the Congress. 


Sincerely yours, 
Joun S. McCain, Jr., 
Rear Admiral, U.S. Navy, 
Chief of Legislative Liaison. 
(For the Secretary of the Navy). 





CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 18, 1959. 
Hon. WarRREN G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 


U.S. Senate. 


Dear Mr. Crarrman: Your letters dated February 12 and March 6, 
1959, acknowledged February 17 and March 10, requested our com- 
ments on identical bills S. 990 and S. 1270, 86th Congress. 

The provisions of these bills are directed to six vessels which were 
sold under the provisions of the Ship Sales Act of 1946, as amended 
by Public Law 856, 81st Congress. Pursuant to such statute, the 
contracts of sale restricted operation of these vessels to the Great 
Lakes, the St. Lawrence River and Gulf, and their connecting water- 
ways. Enactment of S. 990 would operate to remove such restriction 
and, upon opening of the St. Lawrence Seaway, would permit these 
vessels to be operated in any trades and in any manner permitted to 
other vessels documented under the laws of the United States. 

Whether the present restriction on use of the six vessels here in- 
volved should be removed in order to place such vessels on an equal 
competitive basis with other vessels operating on the Great Lakes 
would appear to involve matters of policy and we therefore make no 
recommendation with respect to enactment of S. 990 or S. 1270. 

In the event your committee is inclined to favorable consideration 
of the bills, your attention is invited to the fact that the phrase ‘‘may 
be operated,” which appears in line 9, may be construed to authorize 
operation in any trade or manner without regard to requirements 
imposed upon other operators in the same trade. We assume that 
the bills are intended only to remove the restriction with respect to 
exclusive use on the Great Lakes and are not intended to grant any 
privilege or preference to the involved vessels. In the interest of 
clarity, it is therefore suggested that the words “‘permitted to operate” 
be substituted for the word ‘‘operated”’ in line 9. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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AUTHORIZING APPROPRIATIONS FOR THE ATOMIC 
ENERGY COMMISSION 





JuNE 11, 1959.—Ordered to be printed 





Mr. AnpeERSON, from the Joint Committee on Atomic Energy, sub- 
mitted the following 


REPORT 


(To accompany S. 2094} 


The Joint Committee on Atomic Energy, having considered S. 
2094, an original committee bill to authorize appropriations for the 
Atomic Energy Commission, in accordance with section 261 of the 
Atomic Energy Act of 1954, as amended, report favorably thereon 
with amendments, and recommend that the bill, as amended, do pass. 

The amendments to the bill adopted by the Joint Committee are as 
follows: 

1. On page 4, line 9, strike out the word ‘Test’ and insert in lieu 
thereof the word “Testing.” 

2. On page 12, line 22, after the period, insert the following: 


There are also authorized to be appropriated such addi- 
tional funds as may be necessary for thé operation of such 
reactor prototypes, as provided in subsection 111(a)(1) of 
Public Law 85-162. 

3. On page 13, line 22, strike out the word “‘proposed”’ and insert in 
lieu thereof the word “‘proposal’’. 
4. On page 14, line 4, strike out the word “other”. 


EXPLANATION OF CoMMITTEE AMENDMENTS 


The first amendment adopted by the Joint Committee amends the 
name of the site for project 60-e-11 from “National Reactor Test 
Station, Idaho,” to the correct name of “National Reactor Testing 
Station, Idaho,” as set forth in other projects in section 101 (o9-e-1, 
60-e-—2, 60-e-2, 60-e-3, 60-e—5, and 60-e-7). 


59003°—59 SS. Rept., 86-1, vol. 3—--48 
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of Defense defers to the views of the Department of Commerce on 
S. 990 and S. 1270. 
This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense, 
The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on S. 990 and S. 1270 to the Congress. 


Sincerely yours, 
Joun S. McCann, Jr., 
Rear Admiral, U.S. Navy, 
Chief of Legislative Liaison. 
(For the Secretary of the Navy). 





CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, March 18, 1959. 
Hon. WarREN G. MAGNnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 


Dear Mr. Cuarrman: Your letters dated February 12 and March 6, 
1959, acknowledged February 17 and March 10, requested our com- 
ments on identical bills S. 990 and S. 1270, 86th Congress. 

The provisions of these bills are directed to six vessels which were 
sold under the provisions of the Ship Sales Act of 1946, as amended 
by Public Law 856, 8ist Congress. Pursuant to such statute, the 
contracts of sale restricted operation of these vessels to the Great 
Lakes, the St. Lawrence River and Gulf, and their connecting water- 
ways. Enactment of S. 990 would operate to remove such restriction 
and, upon opening of the St. Lawrence Seaway, would permit these 
vessels to be operated in any trades and in any manner permitted to 
other vessels documented under the laws of the United States. 

Whether the present restriction on use of the six vessels here in- 
volved should be removed in order to place such vessels on an equal 
— basis with other vessels operating on the Great Lakes 
would appear to involve matters of policy and we therefore make no 
recommendation with respect to enactment of S. 990 or S. 1270. 

In the event your committee is inclined to favorable consideration 
of the bills, your attention is invited to the fact that the phrase “may 
be operated,” which appears in line 9, may be construed to authorize 
operation in any trade or manner without regard to requirements 
imposed upon other operators in the same trade. We assume that 
the bills are intended only to remove the restriction with respect to 
exclusive use on the Great Lakes and are not intended to grant any 
privilege or preference to the involved vessels. In the interest of 
clarity, it is therefore suggested that the words “‘permitted to operate” 
be substituted for the word ‘‘operated’’ in line 9. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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Mr. AnpgERSON, from the Joint Committee on Atomic Energy, sub- 
mitted the following 


REPORT 


[To accompany §S. 2094] 


The Joint Committee on Atomic Energy, having considered §. 
2094, an original committee bill to authorize appropriations for the 
Atomic Energy Commission, in accordance with section 261 of the 
Atomic Energy Act of 1954, as amended, report favorably thereon 
with amendments, and recommend that the bill, as amended, do pass. 

The amendments to the bill adopted by the Joint Committee are as 
follows: 

1. On page 4, line 9, strike out the word ‘“Test’’ and insert in lieu 
thereof the word “Testing.” 

2. On page 12, line 22, after the period, insert the following: 


There are also authorized to be appropriated such addi- 
tional funds as may be necessary for the operation of such 
reactor prototypes, as provided in subsection 111(a)(1) of 
Public Law 85-162. 

3. On page 13, line 22, strike out the word “proposed” and insert in 
lieu thereof the word “‘proposal’’. 
4. On page 14, line 4, strike out the word “other”. 


EXPLANATION OF COMMITTEE AMENDMENTS 


The first amendment adopted by the Joint Committee amends the 
name of the site for project 60-e-11 from “National Reactor Test 
Station, Idaho,” to the correct name of “National Reactor Testing 
Station, Idaho,” as set forth in other projects in section 101 (60-e-1, 
60-e-2, 60-e-2, 60-e-3, 60-e—-5, and 60-e-7). 
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The second amendment adopted by the Joint Committee amends 
subsection 110(d) of the bill to authorize funds for the operation of 
reactor prototypes in the second round of the AEC power demonstra- 
tion reactor program. Such reactors will be owned by the Commis- 
sion, but operated by cooperatives or municipal agencies, and the 
Atomic Energy Commission has requested this amendment in order 
that authorization may be provided for funds required for their oper- 
ation. The information obtained through the operation of these 
reactors will be of value in the demonstration program, and the 
Joint Committee therefore approved this amendment to the bill. 

The third amendment above is a technical amendment, and amends 
the word “‘proposed” on page 13, line 22 to “proposal,” in order to 
correct a typographical error. 

The fourth amendment strikes the word “other” in clause (b) of 
subsection 110(f) on page 14, line 4, for the reason that it is unnecessary 
and might cause doubt as to the meaning of clause (a) of that sub- 
section. 

All the above four amendments were either requested by, or 
acceptable to, the Atomic Energy Commission. 


SuMMARY OF BILL 


The bill authorizes appropriations for the Atomic Energy Com- 
mission in accordance with section 261 of the Atomic Energy Act of 
1954, as amended. 

Section 101 of the bill authorizes $165,400,000 for AEC new con- 
struction projects. The format of this section is similar to section 
101 of previous AEC authorization acts and lists a total of 43 projects 
under the following subparagraphs: “Special Nuclear Materials” 
(a and b); “Atomic Weapons” (c and d); “Reactor Development” 
(e and f); “Physical Research” (g); “Biology and Medicine” (h); 
“Tsotopes Development” (i and j); “Community” (k); and “General 
Plant Projects” (1). 

The Joint Committee has included in the bill all projects requested 
by the Commission. In addition it has recommended an increase in 
the amount of one project (biology and medicine, project 60—-h-1), 
and has added three projects under “Reactor Development” and two 
projects under “Physical Research” which the Joint Committee 
considers important for the atomic energy program, as explained in 
more detail further in this report. 

Sections 102 through 106 of the bill contain provisions identical or 
similar to corresponding sections in previous AEC authorization acts. 
They pertain to “Limitations” (sec. 102), “Advance Planning and 
Design” (sec. 103), ‘‘“Restoration or Replacement” (sec. 104), ‘‘Cur- 
rently Available Funds” (sec. 105) and “Substitutions” (sec. 106). 

Section 107 of the bill amends prior projects authorized by Public 
Law 85-590 last year by decreasing project 59-d-10 from $51 million 
to $30 million, by increasing project 59-e-11 from $1 million to $10 
million, and by increasing project 59-d-12 from $2,500,000 to 
$4,500,000. 

Section 108 amends two prior AEC authorization acts by rescinding 
authorization for certain projects no longer considered necessary by 
the AEC and the Joint Committee. 
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Section 109 authorizes to be appropriated the sum of $7 million, in 
addition to $3 million previously authorized, for the Euratom research 
and development program. Section 3 of Public Law 85-846, the 
Euratom Cooperation Act of 1958, provides that amounts made 
available to the program by the United States must be matched by 
equivalent amounts made available by the Euratom countries for 
use in the joint research and development program. 

Section 110 of the bill pertains to the cooperative power reactor 
demonstration program. It reduces by $20 million the amount au- 
thorized by Public Law 85-590, last year’s AEC authorization act. 
It then authorizes new funds of $55,500,000, and an additional $10 
million waiver of use charge authorization, for use in the cooperative 
power reactor demonstration program. The types of reactors to be 
considered by the Commission, the methods of assistance authorized, 
and the other terms and conditions set forth in Section 110 are ex- 
plained more fully further in this report. 

Section 111 of the bill authorizes the Commission to enter into 
cooperative arrangements with respect to the experimental low tem- 
perature process heat reactor authorized under project 60-e—-14 of 
subsection 101(e) of the bill. 

Section 112 provides that in the event the Commission constructs a 
power reactor under the authorization of project 60—e-15, or under 
subsection 110(e) of the bill, at AEC installations, certain provisions 
shall apply, corresponding to similar provisions in prior AEC author- 
ization acts. 

Section 113 provides that the Commission shall proceed with certain 
design and engineering studies considered important by the Joint 
Committee and submit reports to the Joint Committee by April 1, 
1960. 

Section 114 of the bill amends subsection 153(h) of the Atomic 
Energy Act of 1954 by providing that the provisions of section 153 
shall apply to any patent the application for which shall have been 
filed before September 1, 1964, rather than September 1, 1959. Sec- 
tion 153 of the Atomic Energy Act pertains to compulsory licensing 
of atomic energy patents. ‘The Commission recommended extension 
of the provisions of section 153 for an additional 5 years, and the 
Joint Committee concurs. Further amendments to the patent pro- 
visions of the Atomic Energy Act are still under consideration by the 
Joint Committee, as explained in the section-by-section analysis 
portion of this report. 

Further details concerning the various sections in this bill are con- 
tained in the section-by-section analysis and other portions of this 
report. 

BACKGROUND 


By letter dated February 17, 1959, the Chairman of the Atomic 
Energy Commission forwarded to the President of the Senate and 
Speaker of the House of Representatives a proposed bill to authorize 
appropriations for the Atomic Energy Commission for the fiscal year 
1960 program. The letters and proposed bills were forwarded to the 
Joint Committee on Atomic Energy. On February 26, 1959, Senator 
Anderson introduced (by request) the proposed bill as S. 1194. On 
March 2, 1959, Congressman Durham introduced (by request) the 
proposed bill as H.R. 5106. 
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On February 27, 1959, the Subcommittee on Legislation of the Joint 
Committee undertook extensive hearings, on the bills, continued in 
March, April, and May, as summarized in the next section of this 
report. 

"after completion of the hearings the Subcommittee on Legislation 
met to consider the bills, S. 1194 and H.R. 5106, and possible amend- 
ments and revisions on April 20 and 21, May 4, 8, 9, and 12, 1959, 
On May 12, 1959, the subcommittee voted to forward to the full 
committee the bills with certain suggested revisions, and the recom- 
mendations of the subcommittee were incorporated into a committee 
print dated May 15, 1959, copies of which were forwarded to the 
Atomic Energy Commission and comments requested. 

Thereafter the Commission made certain comments during staff 
meetings and by letters to the Joint Committee. The full committee 
met on May 28 and June 2, 1959, to consider the committee print 
recommended by the subcommittee, and further revisions and amend- 
ments suggested by committee members, or requested by the Atomic 
Energy Commission. On June 2, 1959, the committee voted to file 
clean bills representing the conclusions of a majority of the committee 
members in all respects. 

On June 2, 1959, Senator Anderson, the chairman of the Joint 
Committee, filed the clean bill as S. 2094. On June 3, 1959, Congress- 
man Durham, the vice chairman, filed an identical bill as H.R. 7537, 
Both bills were referred to the Joint Committee on Atomic Energy. 

On June 10, 1959, the Joint Committee met and voted to report out 
the bills with certain minor amendments explained heretofore in this 
report. 

HEARINGS 


On February 27, 1959, the day after the AEC draft bill had been 
introduced (by request) by Chairman Anderson, the Subcommittee 
on Legislation, under the chairmanship of Congressman Chet Holifield, 
commenced hearings on the bill. These hearings considered at great 
length every project and provision in the bill requested by AEC, and 
also certain other projects and matters which the subcommittee or its 
members considered important, as summarized in this section of the 
report. 

On February 27, 1959, the subcommittee received testimony in the 
morning in executive session on the military and classified projects in 
the bill. Testimony was received from AEC representatives includ- 
ing the following: John A. McCone, Chairman; A. R. Luedecke, 
General Manager; Brig. Gen. A. D. Starbird, Director, Division of 
Military Applications; E. J. Bloch, Director, Division of Production; 
Don. S. Burrows, Controller. 

The hearings were continued in public in the afternoon on unclassi- 
fied projects in the bill. In addition to Chairman McCone and Com- 
missioners Libby, Vance, Floberg, and Graham, the following AEC 
staff personnel were present: A. R. Luedecke, General Manager; Dr. 
Frank K. Pittman, Director, Division of Reactor Development; Dr. 
John H. Williams, Director, Division of Research; Dr. Paul Aeber- 
sold, Director, Office of Isotopes Development; Dr. Charles L. Dun- 
ham, Director, Division of Biology and Medicine; Algie A. Wells, 
Director, Division of International Affairs; Harold L. Price, Director, 
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Division of Licensing and Regulation; Don S. Burrows, Controller; 
Loren K. Olson, General Counsel. 

On March 23, 1959, the Subcommittee on Legislation heard from 
Vice Adm. Hyman G. Rickover, Assistant Director for Naval Reactors, 
Division of Reactor Development, AEC, concerning the proposed 
natural circulation test plant, the proposed alterations to the Ship- 
pingport reactor, and other matters. In addition testimony was 
continued on the classified projects in the bill by the following AEC 
representatives: John F. Floberg, Commissioner; A. R. Luedecke, 
General Manager; Brig. Gen. A. D. Starbird, Director, Division of 
Military Applications; Dr. Frank K. Pittman, Director, Division of 
Reactor Development; U. M. Staebler, Senior Assistant Director, 
Division of Reactor Development; Maj. Gen. Donald A. Keirn, 
Assistant Director for Aircraft Reactors, Division of Reactor De- 
velopment; Dr. John H. Williams, Director, Division of Research; 
Don S. Burrows, Controller; Col. Donald G. Williams, Assistant 
Director for Army Reactors; John A. Derry, Director, Division of 
Construction and Supply. 

By March 24, 1959, the subcommittee had completed testimony on 
all projects in section 101 of the bill, and continued its hearings, in 
both the morning and afternoon, on sections 107 through 110 of the 
bill relating to amendments of prior year projects, recissions, Eura- 
tom, and the cooperative atomic power program. ‘Testimony was 
received from the following representatives of the AEC: John A. 
McCone, Chairman; John F. Floberg, Commissioner; A. R. Luedecke, 
General Manager; Dr. Frank K. Pittman, Director, Division of 
Reactor Development; U. M. Staebler, Senior Assistant Director, 
Division of Reactor Development; Dr. John H. Williams, Director, 
Division of Research; and Mr, Loren K. Olson, General Counsel. 

On March 25, 1959, the subcommittee conducted hearings in 
executive session to receive testimony from representatives of reactor 
manufacturers concerning proposed reactor projects. The following 
persons testified: D. F. Shaw and P. D. Bush, of Kaiser Engineers; 
William Banks, of ACF; Dr. Chauncey Starr, of North American 
Aviation; John R. Menke and Walter A. Hamilton, of Nuclear 
Development Associates; Ray Maxson, of Sargent & Lundy; and 
Mr. Hood Worthington, E. I. du Pont de Nemours & Co. 

On April 13, 1959, in the morning, the subcommittee held a hearing 
in executive session on an analysis of reports on the U.S.S.R. atomic 
power program. On April 13, 1959, in the afternoon, the subcom- 
mittee held a hearing in executive session to receive a report on the 
work done under project 59-d—14, design and engineering study of a 
ower reactor of advanced design capable of utilizing nuclear super- 
eat. The following persons testified: S. L. Descartes, executive 
director, Puerto Rico Water Resources Authority; Dr. W. H. Zinn 
resident, General Nuclear Engineering Co.; Dr. John West, General 
Nuclear Engineering Co.; and U. M. Staebler, Senior Assistant 
Director, Division of Reactor Development, AEC. 

On April 14, 1959, the subcommittee held hearings in public to 
receive testimony from representatives of the Atomic Energy Com- 
mission and certain contractors concerning design and engineerin 
studies authorized by Public Law 85-590. Testimony was receive 
from representatives of the Atomic Energy Commission, and repre- 
sentatives of contractors as follows: Dr. W. H. Zinn, president, 
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General Nuclear Engineering Co. (Combustion Engineering Co.); 
Mr. F. W. McCloska, Sargent & Lundy; John R. Menke, president, 
Nuclear Development Associates; Sidney Siegel, technical director, 
Atomics International. 

On April 15, 1959, the subcommittee continued hearings on the 
design and engineering studies and additional testimony was received 
from AEC Chairman McCone and the following representatives of 
AEC contractors: W. H. Colquhoun, vice president, Ebasco Services, 
Inc.; Richard L. Schmidt, General Electric Co.; W. Kenneth Davis, 
Bechtel Corp.; and Sidney Siegel, Atomics International. 

After the meetings of the subcommittee on April 20 and 21, and 
May 4, 1959, a draft bill was forwarded to AEC and comments 
requested. 

On May 8, 1959, the subcommittee met to receive the AEC com- 
ments on the revised draft bill. AEC Chairman McCone, the other 
four Commissioners, the General Manager, and responsible AEC divi- 
sion directors were present and commented. 

In addition to the above-summarized meetings of the Subcommittee 
on Legislation, the full committee held hearings in executive session 
on February 7, 1959, on the General Dynamics-Philadelphia Electric 
proposal (later ‘authorized under sec. 110(f) of the bill), and on May 26, 
1959, on Euratom developments (sec. 109). The following persons 
testified in the February 7 bearings: Frank Pace, Jr., Dr. Frederic de 
Hoffman, and Mr. Peter Fortescue, of the General Dynamics Corp.; 
George Rincliffe, of Philadelphia Electric Co. ; James Landis, of Bechtel 
Corp.; Robert Ginna, of High Temperature Reactor Developments 
Associates, Inc. 

The following persons testified during the May 26 hearing on 
Euratom: AEC Chairman McCone, Commissioner Floberg, and Dr. 
Amasa Bishop, AEC technical representative on Euratom. 


CoMMENTS BY THE JOINT COMMITTEE 
1. CIVILIAN ATOMIC POWER PROGRAM 
A. BACKGROUND 


The Joint Committee on Atomic Energy has been concerned for 
a long time with the pace of the development and construction of 
prototype and large-scale reactors to test and demonstrate the 
eet problems of achieving economic nuclear power. (The 

istory of the Joint Committee’s concern, and the progress and 
problems as of July 1, 1958, are summarized in the Joint Committee’s 
report on the AEC authorization bill for fiscal 1959, H. Rept. 2108, 
S. Rept. 1793, 85th Cong., at p. 9). 

Since July 1958 several studies and reports on the atomic power 
program have been issued: The Edison Electric Institute final report 
of July 1958; the Joint Committee staff report of August 1958, and 
industry comments in the staff report dated December 1958; and the 
report of the AEC Ad Hoc Committee, dated January 1959. In 
February-April 1959 the Atomic Energy Commission submitted its 
atomic power program for fiscal 1960 together with its proposed 
policies for longer range application. 

As a result of these studies and statements, it is clear that there is 
general agreement as to the objectives of the program, namely to 
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achieve economic atomic power in some areas of the United States 
within 10 years or less and abroad in 5 years. 

Some progress has been achieved in reaching agreement as to the 
methods of carrying on the program. Thus for example the Com- 
mission has endorsed the policy added by the Joint Committee section 
111(f) of the AEC authorization bill for fiscal 1959, which provides 
that AEC make public announcement, designating reactor types and 
specifying schedule of proposals under the demonstration program. 
Flexibility for assistance on unsolicited proposals under the third 
round has been provided in section 110(c) of the current bill as 
reported. The Commission is also proceeding with the design and 
construction of the so-called Kaiser-ACF gas-cooled flexible experi- 
mental prototype at the AEC Oak Ridge installation, with the electric 
power to be absorbed in connection with operations at the installation. 

Section 110(e) with which AEC concurs, authorizes AEC to proceed 
with design and construction of reactor prototypes at AEC installa- 
tions on which no satisfactory proposals under the second and third 
rounds are received for prototypes of established technology. 

Questions which remain unresolved include that of the pace and 
level of support of the program, and the nature and extent of financial 
support of private reactor prototypes in the demonstration program. 
The Joint Committee staff report and the AEC ad hoc committee 
recommended substantial increases of financial support, in the words 
of the AEC ad hoc committee: 


Since the development of nuclear power is in fact proving 
to be difficult and expensive, the Government has been faced 
with a hard choice. Either this country continues its leader- 
ship at the cost of heavy expenditure or it accepts the 
probability that there will be no significant nuclear-power 
industry in this country until the technology has been de- 
veloped elsewhere and can be reintroduced here. This (ad 
hoc) committee knows of little support for the latter 
alternative. 


Whether the level of support and number of prototypes recommended 
by AEC and added by the Joint Committee is sufficient remains to be 
seen. It is believed that the amounts provided will at least provide 
a satisfactory basis for going ahead in fiscal 1960. 

As discussed below, considerable attention was given to various 
alternatives providing for a capital grant for private and public 
reactor prototypes. It is planned to study these alternatives further 
during the recess between sessions. 

A further question which remains to be considered as the program 
continues is the proper means of financing development and construc- 
tion of large-scale prototype and commercial atomic powerplants. 

During the past year design studies were performed by the Com- 
mission on four reactor concepts in accordance with the requirements 
of projects 59-d-12 and 59-d-13 of Public Law 85-590. The four 
reactor concepts studied and reported upon were pressurized water, 
boiling water, organic and natural uranium heavy water reactors. 
Comparison of the cost data developed in the studies indicates a 
calculated range of energy costs between 8 and 11 mills per kilowatt- 
hour. According to the studies, based upon present technology, 
nuclear energy costs are approximately 1 to 2 mills per kilowatt-hour 
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eater than energy costs from conventional powerplants. The stud- 
ies also indicate that installation of multiple units at a station may 
decrease the costs of nuclear power. 

It is hoped that industry consideration and reaction to the AEC 
design studies authorized by the Joint Committee, and to the program 
implemented by AEC under this authorization legislation, will provide 
more definitive information for consideration of further improvements 
in the program during the next year. 

In its presentation, AEC requested authorization of a boiling water 
prototype of high density in the 50,000 electrical kilowatt range; a 
small prototype in the 10,000 to 20,000 electrical kilowatt range suit- 
able for a cooperative or public power organization; research and de- 
velopment assistance for the high temperature gas-cooled project, 
26,000 electrical kilowatts, proposed by the Philadelphia Electric- 
General Dynamics group, and two smaller reactor experiments, 
namely the low temperature process heat reactor experiment, and the 
experimental organic reactor. AEC also requested not to exceed 
$5 million for unsolicited proposals for research assistance on power 
reactors. 

The Joint Committee has authorized all of the AEC projects. In 
addition, in order to provide a somewhat more extensive and better 
rounded program, the Joint Committee has recommended the follow- 
ing projects discussed below. 


B. LINE ITEM PROJECTS ADDED BY THE JOINT COMMITTEE 


The Joint Committee added projects 60—e-12 and 60—e-15, relating 
to the civilian atomic power program. The committee’s comments 
and reasons for the Joint Committee action, are summarized below. 
Project 60-e-12, alterations to Shippingport reactor facilities, $5 million 

Adm. Hyman G. Rickover, Assistant Director for Naval Reactors, 
Division of Reactor Development, AEC, testified in support of this 
project before the subcommittee on March 23, 1959. Mr. MecCone 
advised the Joint Committee that the Duquesne Power & Light Co. 
was still reviewing its power load requirements and that no report 
had been received in time to request approval of this project from the 
Bureau of the Budget, and therefore, the Commission had not yet 
been able to recommend this increase. The Commission has informed 
the Joint Committee that deferring authorization of these alterations 
until fiscal year 1961 might delay the testing of the advanced design 
core presently under development and the determination of the maxi- 
mum power capability of the Shippingport plant by about 1 year. 
The Commission also stated that other ways of testing the new core 
without increasing the electrical power output of the plant had been 
investigated. The conclusion reached by the Commission’s staff was 
that, although some information concerning the performance of the 
fuel elements in the core itself could be obtained by operating the 
reactor at 100,000 kilowatts output, the most significant information 
on overall core performance could not be obtained unless the plant 
should be operated at full power output of approximately 150,000 elec- 
trical kilowatts for statistically significant periods of time. 

After considering the matter carefully, the Joint Committee con- 
cluded that this item should be included in the bill, but that the com- 
mittee report should clearly indicate that the authorization should be 
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contingent upon corresponding action by the Duquesne Power & 
Light Co. to provide an increase in the necessary turbo-generating 
facilities at an estimated cost of approximately $15 million to it. If 
the Duquesne Power & Light Co. takes such action, the output of the 
Shippingport reactor could be increased from the 100,000 electrical 
kilowatts currently scheduled under the second core to 150,000 elec- 
trical kilowatts. The Joint Committee believes that the information 
thus obtained from operation at full power output could be of great 
value to the overall civilian power development program. It is 
understood that all information developed from the construction and 
operation of the Shippingport reactor will be made freely available 
to all of industry in order to take advantage of the technology and 
information developed through expenditure of Government funds. 

The Joint Committee also directed that the committee report should 
make it clear that the increased energy output sheuld not be subject 
to the provisions of section 44 of the Atomic Energy Act of 1954, as 
amended, the so-called preference clause. The original Shippingport 
reactor was authorized and commenced prior to the 1954 act, and 
therefore section 44 does not apply to the energy now produced at 
Shippingport. ‘The additional energy produced under the proposed 
capacity increase would be delivered to Duquesne under the existing 
contract or amendment thereto and therefore not be subject to the 
provisions of section 44. 


Project 60-e-15, power reactor of advanced design capable of utilizing 
nuclear superheat, to be undertaken either as a cooperative project 
or conducted solely by the Atomic Energy Commission, $11 million 

Last year, fiscal year 1959, the Joint Committee authorized $750,000 
for project 59-d-14. Under this project the AEC was directed to 
make a design and engineering al of a power reactor of advanced 
design capable of using nuclear superheat. This study was to be 
undertaken either as a cooperative project or conducted solely by the 
AEC. 

The AEC made contracts under this authorization and has ex- 
pended $250,000, leaving a balance of $500,000. Notwithstanding 
the fact that there has been a long history of negotiation between the 
AEC and the Puerto Rico Water Resources Authority for the location 
of a reactor in Puerto Rico, the Joint Committee in authorizing proj- 
ect 59-d-14 stated in its report last year: 


It is the committee’s intention that the design study does 
not constitute a commitment for either construction or loca- 
tion of such a proposed reactor. 


In this bill the Joint Committee has included project 60-e-15 which 
provides authorization of $11 million for detailed design and con- 
struction of a power reactor of advanced design capable of using nu- 
clear superheat, to be carried on as a cooperative project or con- 
ducted solely by AEC. 

The committee in authorizing project 60-e-15 does not intend to 
direct the AEC in the selection of a location for this reactor. The 
AEC has indicated that if the reactor should be constructed, it 
desired latitude of judgment in locating the reactor. It is intended 
that there should be no commitment to existing contractors under 
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project 59-d-14 and that the Commission shall exercise its best 
judgment to select the reactor design, contractor and reactor location, 

Testimony also indicated that the final report under the design 
study would not be completed until approximately November 1, 1959, 
It is therefore understood that the Commission will thereafter proceed 
to evaluate expeditiously the design study and report, as well as all 
other nuclear superheat technology available to the Commission, and 
then, in the event the evaluation shows the concept to be technically 
feasible, proceed as expeditiously as possible with the necessary 
arrangements for the construction of a reactor utilizing nuclear super- 
heat. The Joint Committee intends that close exchange of informa- 
tion should be obtained among all nuclear superheat programs, 
including the work at the national laboratories such as Argonne, the 
Northern States Power Co. reactor project and the above referenced 
design study in order that advancement may be made in this important 
field as rapidly as possible. 

During the hearings the Joint Committee investigated the impor- 
tance of the development of reactors which would generate super- 
heated steam. Chairman McCone and others of the Atomic Energy 
Commission testified as to the importance of the development of 
nuclear superheat reacters. The testimony also indicated the par- 
ticular importance of the development of nuclear superheat reactors 
relative to the U.S. program, since it is a natural extension of water 
reactor concepts on which the United States has already committed 
a major portion of its effort. ‘Testimony was received concerning the 
possible major improvements in the economics of nuclear reactors 
through the use of the nuclear superheat concept. Testimony was 
also received relative to the importance of proceeding with the con- 
struction of nuclear superheat reactors, in addition to study and small- 
scale experimental work, in order to attain goals in this field. In view 
of these factors, the Joint Committee included this project in the bill. 

Information released by the Russians during the Geneva Convention 
in the fall of 1958 indicated that the Russians are in the large-scale 
experimental stage and reportedly have initiated construction of at 
least one full-scale reactor utilizing nuclear superheat. 

It is understood that the Commission will keep the Joint Committee 
fully and currently informed as to progress on this project. 


C. COOPERATIVE POWER REACTOR DEMONSTRATION PROGRAM 


Section 110 (pp. 10-14 of the bill) pertains to the cooperative power 
reactor demonstration program. Subsection (a) reduces amounts 
previously authorized by $20 million and subsection (b) authorizes a 
new amount of $55,500,000 for use in the Commission’s power reactor 
demonstration program. Jn addition, $10 million is made available 
for waiver of charges for the use of nuclear fuels and heavy water, 
thereby bringing the total amount available for the program under 
subsection 110(b) to $65,500,000. 

The amount of $55,500,000 compares with a net amount of 
$39,500,000 requested by the Atomic Energy Commission in sections 
110, 111, and 112 of the AEC proposed bill (S. 1194 and H.R. 5106). 
(The sum of $49,500,000 was requested by these sections, but $10 
aaa has been transferred to projects 60—e-13 and 60-e—14 of this 

ul.) 
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The $16 million increase from $39,500,000 to $55,500,000, as recom- 
mended by the Joint Committee is intended to cover the additional 
third round research and development assistance for reactor plants 
under subsection 110(c)(2) and assistance for the additional second 
round reactor plant under subsection 110(d)(2). Omitted from the 
bill are any funds for use by the Commission in the “construction 

ant” program which the Commission proposed. 

Table I of the appendix to this report summarizes in table form the 
manner in which the amended amount of $135,113,000 previously 
authorized has been determined in subsection (a). Table If similarly 
indicates derivation of the $55,500,000 figure authorized by subsection 
(b) but it is intended that the Commission shall have discretion to 
allocate the funds within the $55,500,000 limit. It is recognized that, 
in order to have a dynamic and forward-looking program, a certain 
amount of flexibility is needed by the Commission to take advantage 
of the constantly changing technology and it is intended that the 
greatest possible advance shall be made in developing atomic power 
with the $55,500,000 authorized. 

Although the Commission shall have flexibility in the allocation of 
the $55,500,000, it is intended that in the event the Commission solicits 
proposals and does not receive satisfactory proposals for a program of 
cooperative assistance for reactors included under subsection 110(c) 
for third round assistance, or for the two reactors included under 
subsection 110(d) for second round assistance, the Commission may 
proceed independently with these reactor projects as authorized by 
subsection 110(e). 


Second round 


Section 110 provides that funds appropriated to the Commission 
pursuant to authorizations contained in subsection (b) shall be avail- 
able for the purpose of reinstituting and supplementing the second 
round of the power reactor demonstration program, as modified and 
contemplated by subsection 111(a)(1) of Public Law 85-162. Under 
the second round, in general, the Commission constructs and owns 
the power reactor and a cooperative or municipal organization fur- 
nishes the site and turbogenerating facilities. 

Clause (1) of subsection (d) of the bill provides that one such reactor 
prototype may be a small power reactor which will be designed to 
make a significant contribution to the achievement of economical 

ower in a small size nuclear powerplant. This reactor was requested 
in section 110 of the original AEC bili. The Joint Committee added 
a second reactor prototype in clause (2), subsection (d) providing that 
it may be in the intermediate size range, approximately 25,000 to 
75,000 electrical kilowatts. 


Third round 


Subsection (c) of section 110 provides that funds appropriated to 
the Commission pursuant to the authorization of subsection (b) shall 
be available for the purpose of supplementing its third round power 
reactor demonstration program. Under the third round, in general, 
the Commission has been authorized to provide research and develop- 
ment assistance and to waive use charges, and construction funds for 
the reactor are furnished by the proposer, and the proposer then owns 
and operates the reactor. 
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In clause (1) of subsection (c) it is provided that one such plant may 
be a boiling water prototype reactor in the size range from 50,000 to 
100,000 electrical kilowatts. This reactor was ae originally re- 
quested by the Commission in section 110 of its bill. The Joint Com- 
mittee added clause (2) to the effect that one such plant may be a 
prototype reactor in the intermediate size range, 25,000 to 75,000 
electrical kilowatts. It is intended that the Commission solicit pro- 
posals for any second round and the third round reactors in accord- 
ance with the provisions of subsection 111(f) of Public Law 85-162 
(except as provided in the last sentence of subsection 110(c) explained 
below), but the Joint Committee desires to leave the Commission 
flexibility in selecting the type of reactor, the contractors, and the site. 
The design studies completed under the authorization of last year’s 
act should be useful in selecting reactor concepts and designs. 


Unsolicited proposals 

The last sentence of subsection 110(c), on page 12 of the bill, pro- 
vides that the Commission is authorized to use funds, not to exceed 
$5 million in the aggregate, to provide research and development 
assistance in support of unsolicited proposals from the utility industry 
to construct nuclear powerplants. It 1s intended that this $5 million 
may be used to assist in the development of one or more power reactors. 
In addition to this $5 million research and development assistance 
the Commission is authorized to waive use charges for such proposed 
reactors, within the $10 million limit provided in subsection (b). 
Construction grant 

In section 110(b) of S. 1194 and H.R. 5106, the Commission re- 
quested authority to provide financial assistance toward the construc- 
tion of one nuclear plant without regard to provisions of section 169 
of the Atomic Energy Act of 1954, as amended. Section 169 of the 
act is entitled “No Subsidy” and provides that no funds of the 
Commission shall be employed in the construction or operation of 
licensed reactor facilities except under contract or other arrangement 
under section 31 of the act, which pertains to research and develop- 
ment assistance. The Commission has followed the practice of not 
using funds under the power demonstration program as contributions 
toward the construction cost of a reactor which would be privately 
owned. 

During the course of the hearings and consideration of this bill, the 
Joint Committee considered three alternatives as to language and 
scope of the “construction grant” concept. 

(1) In section 110(b) of the original bills requested by AEC (S. 1194 
and tL R. 5106), the Commission requested authority to provide finan- 
cial assistance toward the construction of one nuclear powerplant 
without regard to the provisions of section 169, with the proviso that 
the financial assistance toward construction should not exceed 50 
percent of the capital cost of the entire nuclear powerplant. This 
proviso was included in each of the two subsequent alternatives. 

(2) Following the hearings on May 8, 1959, the Commission, at the 
request of the committee, submitted alternative language for the “con- 
struction grant.” This language was similar to that above, but with 
an additional proviso to the effect that the financial assistance toward 
construction should not exceed 75 percent of the amount by which the 
estimated cost of construction of the entire nuclear powerplant might 
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exceed the estimated cost of construction of a conventional powerplant 
of equal size. 

(3) Thereafter, as another alternative, the AEC, at the request of 
the committee, submitted a variation of the 75 percent proviso so that 
it would relate to the differential in estimated cost between the nuclear 
reactor and related facilities as compared to the corresponding com- 
ponents of a conventional powerplant. In other words, under alter- 
native No. (3), the 75 percent proviso would limit the grant to 75 

ercent of the excess construction costs between the reactor and the 
source for the conventional plant, rather than between the con- 
struction costs of the entire plants, including the turbogenerating 
facility. By letter dated May 23, 1959, the AEC informed the com- 
mittee of difficulties in applying this alternative. 

After carefully considering the matter, the Joint Committee decided 
not to include the authorization of the construction grant in the bill. 
Because of the different alternatives available to the committee and 
the uncertainty as to the effects of these alternatives, the Joint Com- 
mittee concluded that the matter needed more study and review. 
Some members of the committee indicated opposition to the concept 
of construction grants, and others indicated approval of the concept 
if certain matters could be clarified in the future. With the under- 
standing that the matter should be studied more thoroughly and 
might be reconsidered next year, the language requested by the 
Commission was not included in the bill. 


High-temperature gas-cooled experimental power reactor 

Subsection (f) of the section 110 provides that funds appropriated 
to the Commission under subsection (b) and authorized by the third 
round shall be available for use in a cooperative arrangement to 
provide research and development assistance in connection with the 
design, construction, and operation of an advanced, high temperature 
gas-cooled experimental power reactor in accordance with the basis 
for an arrangement described in the program justification data sub- 
mitted by the Commission, In the basis and the program justification 
data, submitted by the Commission on February 26, 1959, the Com- 
mission indicated that a proposal had been received from General 
Dynamics and the Philadelphia Electric Co., with support from some 
52 other participating private utilities. Under the basis of the pro- 
posed arrangement the Commission would furnish research and de- 
velopment assistance, up to a maximum of $14,500,000, and would 
waive use charges up to a maximum of $2,500,000, and the proposers 
would bear all other costs, including excess research and development 
above the $14,500,000 figure, construction costs estimated at 
$24,500,000, and excess operating costs for a 5-year period. The 
Joint Committee added a proviso to the authorization in subsection (f) 
to the effect that if there should be a unilateral abandonment of the 
project by one of the private parties for reasons other than a contract 
amendment approved by the AEC or certain causes beyond the con- 
trol of the contracting parties and within their fault or negligence, the 
Commission shall be reimbursed for research and development ex- 
penditures except for the acquisition by the Government of property, 
patents or other value. By the addition of this proviso it was intended 
to protect the Government’s investment and obtain such reimburse- 
ment in the event of abandonment by one of the private parties, and 
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at the same time to encourage the private parties to proceed with 
definite commitments for construction of the reactor. 

Further discussion of the language and provisions of section 110 of 
the bill are contained in the section-by-section analysis portion of this 
report. 

D. DESIGN AND ENGINEERING STUDIES 


Section 113, on page 17 of the bill, provides that the Commission 
shall proceed with design and engineering studies to include certain 
reactor types, and to submit reports to the Joint Committee on Atomic 
Energy by April 1, 1960. In the past the Joint Committee has 
included design and engineering studies as line item projects in 
section 101 of the bill. The AEC staff has indicated that this might 
cause certain budgeting and accounting difficulties if plant and facility, 
rather than operating, funds should be intended. Therefore the Joint 
Committee has included such studies in the bill as a separate section, 
and it is contemplated that operating funds will be used by the Com- 
mission for such studies. 

The Joint Committee considers such studies of great importance to 
future development of the program and it is anticipated that the 
Commission will request the necessary operating funds. In the 
committee print reported out by the subcommittee, the subcommittee 
estimated that $1 million might be an appropriate amount for the 
design study on the prototype reactor of a nuclear tanker, $500,000 
for a design study of a reactor for remote military installations, and 
$2 million for design studies on other promising reactor types. In the 
case of the nuclear tanker reactor study, it is intended that the study 
will include preliminary design and cost estimates, in the same manner 
as the design studies carried out under project 59-d-13 of Public Law 
85-590. The Joint Committee recommends that the Appropriations 
Committees provide the necessary funds for these important studies. 


2. COOPERATION WITH EURATOM 


Section 109 on page 10 of the bill authorizes to be appropriated to 
the Atomic Energy Commission the sum of $7 million for research 
and development assistance to carry out the purposes of section 3 of 
Public Law 85-846, the Euratom Cooperation Act of 1958, in addition 
to $3 million previously authorized. 

The Atomic Energy Commission originally requested authorization 
of $14 million in section 109 of the bill. However, for the reasons 
set forth hereafter, the Joint Committee decided, after careful con- 
sideration, that $7 million would be sufficient at this time, and the 
Joint Committee intends to review the status of the program again 
early in calendar year 1960. 

In taking this action, the Joint Committee does not intend to indi- 
cate a lack of interest or support for the Euratom program. The 
committee, on the contrary, believes that close cooperation with 
Euratom in the joint program can help advance nuclear reactor tech- 
nology and atomic power development, for the benefit of both the 
European Community and the U.S. reactor suppliers. 

The testimony before the committee indicated that the program 
has not moved forward as rapidly as its supporters had hoped that 
it would. Commissioner Floberg frankly stated that of the $3 mil- 
lion authorized and appropriated by the Congress last year, $1 mil- 
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lion would probably prove to be sufficient during this fiscal year. 
The testimony indicated that only $500,000 of the $3 million 
appropriated might be obligated by June 30, 1959. 

The testimony indicated that, for various reasons (such as increasing 
stockpiles of coal in Western Europe, discovery and development. of 
oil and gas in the Sahara Desert of North Africa, a minor recession in 
Western Europe and consequent slowdown in industrial expansion), 
there had developed among European utilities during the last year a 
sense of less urgency for the Euratom program. However, most 
witnesses stated that these were apparently short-term considerations, 
that the Euratom governmental representatives still considered the 
program important, and that the long-range necessity of developing 
atomic power for Western Europe still remains. 

In response to an AEC-Euratom invitation of December 23, 1958, 
over 200 proposals and letters of intent have been received for the 
research and development program. These proposals have been made 
by reactor designers, equipment suppliers and laboratories in both the 
United States and Western European countries. It is understandable 
that it has taken some time for the Joint Board to evaluate these 
proposals fully and carefully before committing funds. In particular 
it is necessary for the U.S. representatives, through the Commission, 
to make sure that the research and development sponsored under the 
Euratom program does not unnecessarily overlap and duplicate re- 
search and development work carried out in the United States. 

The Joint Committee intends that the Euratom research and de- 
velopment funds be committed wisely so as to supplement and enhance 
the U.S. program, as well as provide advancing technology for the 
benefit of the European Community. 

It is understood that the Joint Board is now ready to commit the 
first of the available funds for the research and development program 
and to accept approximately 4 or 5 of the 200 proposals which it has 
received. The testimony indicated that the research and development 
program will expand rapidly as the Joint Board evaluates and accepts 
more of the proposals now pending before it. 

All of the funds committed so far have been for the general research 
and development program. As for the timetable leading toward 
construction of the reactors, the Commission indicated that on May 
28, 1959, letters of intent were received from European utility com- 
panies. Returns actually exceeded expectations in that letters of 
intent were received for five reactor projects to be completed in 1963 
and two in 1965. Letters of intent were received from utilities in 
Belgium, France, Germany, Italy, and the Netherlands (one proposal 
being a joint French-Belgian proposal). 

The present schedule provides that definitive proposals for the 1963 
reactors shall be submitted by September 1, 1959, and for the 1965 
reactors by October 1, 1959. Thereafter the Joint Board for Reactor 
Selection (consisting of representatives of both Euratom and the U.S. 
Atomic Energy Commission) will evaluate the proposals and select 
those reactor projects which it believes worthy of support. 

The testimony indicates that the Commission hopes to submit to 
the Joint Committee and the Congress in January or February, 1960, 
requests for authorization of funds for certain specific reactor projects, 
in order that contracts may be let and construction started in April 
1960. 
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Under this timetable, therefore, the Joint Committee and the 
Congress must review the Euratom program again early in calendar 
year 1960. Under these circumstances the Joint Committee felt 
it appropriate that only $7 million research and development assist- 
ance be authorized at this time for the general research and develop- 
ment program, and that more funds could be requested and con- 
sidered at the time the specific reactor projects are submitted to the 
Joint Committee in January or February. 

In the meantime the Joint Committee hopes that the Euratom 
program will go forward rapidly and continue to gain momentum, 
It is believed that closer liaison is needed between the Euratom 
officials and the utility companies of Western Europe who must sub- 
mit the reactor proposals. In addition, some U.S. manufacturers 
have indicated that they are not satisfied with the liability and in- 
demnity arrangements planned by the Euratom Community, par- 
ticularly with respect to the recourse provisions in the proposed 
liability conventions. 

The Joint Committee is also concerned with the foreign liability 
problem and will consider this matter very carefully before authorizing 
funds for reactor projects. 

The Joint Committee intends to follow these problems and develop- 
ments closely in the hope that they may be resolved by the time the 
Congress meets in January 1960. 

For these reasons the Joint Committee recommends that only 
$7 million be authorized by section 109 of the bill at this time, with 
the understanding that further consideration will be given to the 
Euratom program next session. As required by section 3 of the 
European Cooperation Act of 1958, funds made available by the 
United States for the research and development program must be 
matched by equivalent funds from the European Community. 


3. MILITARY REACTOR PROGRAM 


In addition to the projects in the bill requested by the AEC relating 
primarily to development of military reactors (projects 60-e-2, 
60—-e-6, 60-e-7, 60-e-8, and 60-e-9), the Joint Committee decided 
that additional emphasis should also be given to two other phases of 
the program. Accordingly, the Joint Committee added project 60-e- 
11, described below, and also section 113(b), a design study for a re- 
actor for remote military installations, which has been described above, 


Project 60-e-11, natural circulation test plant, National Reactor Testing 
Station, Idaho, $18,500,000 

Adm. Hyman G. Rickover also testified in support of this project 
before the Subcommittee on Legislation on March 23, 1959. He 
testified that studies indicate that it is feasible to develop a pres- 
surized water reactor plant for submarine application in which the 
reactor coolant would be circulated by natural convection, eliminating 
the need for large coolant pumps, coolant check valves, and associated 
electrical power equipment required in current designs of nuclear 
submarines. Successful development of this type of reactor could 
result in substantial improvement in simplicity, reliability, and inherent 
safety of naval plants. These potential improvements are highly 
desirable in the opinion of the Joint Committee, particularly in nuclear 
submarines which may operate in Arctic regions. Admiral Rickover 
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further testified that, if the authorization is not received at this time, 
a year might be lost in this new development. 

‘Dr. Frank K. Pittman, Director of the Division of Reactor Develop- 
ment, AEC, testified that the project has been reviewed and found to 
be technically feasible by his Division and that it offers promise for 

reater simplicity and increased characteristics of inherent safety. 
Dr. Pittman stated that a recommendation was made to the Com- 
mission to proceed with the project. 

Chairman McCone in testimony on February 27, 1959, stated that 
the Commission felt that the project offers great prospects, although 
it was thought that time would not be lost by deferring construction 
authorization for 1 year. Commissioner Eloberg in testimony on 
March 23, 1959, stated that at the time the Commission considered 
the project it was felt that the margin of delay wouJd only be a few 
months if the authorization should be delayed until next year and 
a special request for authorization might be made by the Commission 
“a in the next session. 
~The Department of Defense has specified a requirement for this 
project. 

After considering all the evidence, the Joint Committee decided 
that this project is of great importance, and therefore recommended 
including project 60-e-11 in this bill in order that the Commission 
may proceed with the construction as soon as possible. 


4. PHYSICAL RESEARCH PROGRAM 


At the request of the Joint Committee, the AEC furnished a list of 
construction items recommended by its Division of Research, together 
with action taken on these items at the Commission level and by the 
Bureau of the Budget. After careful review of this list, the Joint 
Committee selected two projects—in addition to those approved by 
the Budget Bureau—which the committee believes are sufficiently 
urgent in terms of program needs to justify commencement of con- 
struction during fiscal year 1960. 


Project 60-g-4, physics building, Lawrence Radiation Laboratory, Cali- 
fornia, $2 million 

The physics building at the Lawrence Radiation Laboratory in 
California is needed for office space, laboratory areas and special re- 
search facilities to accommodate the activities of 200 to 250 scientific 
personnel. The requirement for the physics building results from: 
(1) overcrowded conditions in existing physics areas; (2) additional 
space requirements to accommodate a contemplated staff and program 
growth; (3) the need for a data and film processing center adequate 
to handle both the current and future work volume in connection 
with the high energy accelerator and bubble chamber at Berkeley. 
The present central research laboratory, which houses most of the 
direct physics staff, is taxed beyond capacity. It was equipped to 
accommodate 190 people and the current complement in the building 
is 280. 


Project 60-g-5, 10 Mev. tandem Van de Graaff accelerator, Oak Ridge, 
Tenn., $2,400,000 

This project provides for the procurement of a 10 Mev. tandem Van 

de Graaff accelerator at a cost of approximately $1 million, and the 
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construction of a building at a cost of approximately $1,400,000 to 
house the accelerator and associated experimental equipment. The 
high voltage laboratory at Oak Ridge, to which this project is an 
addition, during the short period of its existence has grown to become 
one of the leading centers for research into the structure and interac. 
tions of atomic particles at high energy levels. As experiments have 
become increasingly complex, the preparation and setup times are be. 
coming a major effort of the experimenter and the availability of the 
existing accelerators has been increasingly in demand. On one of the 
existing machines, for example, an individual experimenter has the 
use of the machine for only 1 week out of about every 3 months. The 
new accelerator would assist measurably in meeting this pressing need 
of scientists at Oak Ridge and in increasing the output of technical and 
scientific information to the advancement of the overall program. 
Unfunded fiscal year 1959 projects 

Last year the Joint Committee recommended and the Congress 
authorized in Public Law 85-590 a number of physical research con- 
struction projects not originally requested by the Commission, but 
which were considered essential by the committee to meet present and 
future requirements in the program. These were included in Public 
Law 85-590, section 101 as projects 59-e-3 through projects 59-e-15, 
Work has proceeded on design and construction of some of these 
projects, but work has not yet commenced on the following three 
projects: 

(1) Chemistry hot laboratory, Argonne National Laboratory 
(project 59-e-7), $4,400,000. 

(2) Van de Graaff accelerator, Argonne National Laboratory 
(project 59-e-13), $2,500,000. 

(3) Research reactor, Ames Laboratory (project 59-e-15), 
$3,800,000. 

These projects have not yet been funded as a result of priorities 
established by the AEC within the $15 million included in last year’s 
appropriation by the Congress for projects 59-e—1 and 59-e-3 through 
59-e-15. The House Appropriations Committee, together with the 
Joint Committee on Atomic Energy, expressed the firm intent that 
these projects go forward and specifically listed them in their reports. 
The Appropriations Committee expressed the opinion that— 


There will be sufficient slippage in the total plant acquisition 
and construction program to permit full financing of all items 
(in the group of 14 projects) that can be put under con- 
struction in fiscal year 1959. 


The AEC has advised the Joint Committee that funds may not be 
available to it for these projects during fiscal year 1960 as now pro- 
gramed. 

In view of the demonstrated need for stepping up our efforts in the 
field of physical research, and the clearly expressed intent of Congress 
last year, the Joint Committee believes these three projects should 
go forward without further delay and recommends that the Com- 
mission request and the Congress make available the necessary funds 
to fulfill this need. 

The Joint Committee also believes that increased operating funds 
should be made available to meet the growing needs of the physical 
research program, and concurs in the views of the AEC General 





be 


O- 
he 
ld 
n- 


ds 
ds 


APPROPRIATIONS FOR THE ATOMIC ENERGY COMMISSION 19 


Advisory Committee that the operating budget (exclusive of Project 
Sherwood) should be increased from the presently contemplated 
$114 million to $125 million. 


Stanford accelerator project 


The Joint Committee received a request from the Atomic Energy 
Commission on May 27, 1959, for authorization of $105 million for 
construction of a 2-mile linear electron accelerator near Stanford 
University, Calif. Authorization of this project has not been in- 
cluded in this bill. The committee ouetaded that more information 
and explanation is needed before it can recommend to the Congress 
that it authorize this project, and Chairman Anderson has instructed 
the staff to try to arrange hearings in late June or early July. 


5. BIOLOGY AND MEDICINE PROGRAM 


The Atomic Energy Commission recommended only one project, 
project 60-h-1, installation for support of biomedical research projects 
in atomic energy (p. 5 of the bill), $2 million. 

After review of the testimony and further information obtained by 
the committee staff, the Joint Committee concluded that this amount 
should be increased from $2 million to $3 million, as recommended by 
the AEC Division of Biology and Medicine and by the Commission 
to the Bureau of the Budget. By use of the extra $1 million, addi- 
tional animal research installations can be constructed and specialized 
equipment procured to carry out important research into the nature 
and biological effects of radioactive fallout on man. The Joint Com- 
mittee held extensive hearings on this subject in 1957, and as a result 
of these hearings recommended a step-up in the Commission’s research 

rogram in this area. Followup hearings held by the committee in 
May 1959 on fallout have tended to confirm this view, particularly 
in light of extensive public concern over this question and the need 
for development of additional data. 


SECTION-BY-SECTION ANALYSIS 


Section 101 of the bill authorizes to be appropriated to the Atomic 
Energy Commission in accordance with the provisions of section 
261a(1) of the Atomic Energy Act of 1954, as amended, the sum of 
$165,400,000 for acquisition or condemnation of any real property or 
any facility, or for plant or facility acquisition, construction or 
expansion. The format of section 101 is similar to section 101 of 
Public Laws 84-141, 84-506, 85-162 and 85-590, the AEC authoriza- 
tion acts for the 4 prior fiscal years. 

The Atomic Energy Commission originally requested authorization 
of $115,500,000 in section 101. The Joint Committee, by this bill, 
recommends increasing this amount to $165,400,000 by additions of 
projects 60-e-11, 60-e-12, 60-e-15, 60-g-4, and 60-g-5, and by 
increasing project 60—h-1. 

As originally submitted the bill did not contain project numbers. 
Before introduction, and with the consent of the Commission, project 
numbers were written in by the Joint Committee staff, at the direction 
of Chairman Anderson and Vice Chairman Durham, who then intro- 
duced the bills. It is intended that the projects be related, as in 
previous years to the analysis of the proposed bill submitted by 
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AEC, and other backup and explanatory materials furnished by the 
Commission during the course of the hearings. 

The Joint Committee on Atomic Energy, and its Subcommittee 
on Legislation, considered each project in section 101 very carefully 
and added only those projects it considered necessary for the atomic 
energy program. Additional information concerning the added 
projects may be found above under the heading of “Comments by the 
Joint Committee.” 

Section 102 of the bill provides limitations similar to those in the 
three prior authorization acts. Subsection (a) provides that the 
Commission is authorized to start projects set forth in certain sub- 
sections of section 101 only if the current estimated cost of the project 
does not exceed by more than 25 percent the estimated cost for that 
project set forth in the bill. Subsection (b) of section 102 provides 
similar limitations for projects in other subsections of section 101, 
except that the increase may not exceed 10 percent of the cost shown 
in the bill. 

Subsection (c) of section 102 provides limitations on general plant 
projects authorized by subsection 101(1), similar to the limitations set 
forth in previous authorization acts for general plant projects. 

Section 103 of the bill authorizes to be appropriated funds for 
advance planning, construction design, and architectural services in 
connection with projects which are not otherwise authorized by law, 
and the Commission is authorized to use funds currently or otherwi ise 
available to it for such purposes. 

Section 104 of the bill authorizes to be appropriated funds necessary 
to restore or to replace plants or facilities destroyed or otherwise seri- 
ously damaged, and the Commission is authorized to use funds cur- 
rently or otherwise available to it for such purposes. Under this 

rovision the Commission may construct replacement facilities without 
aving to come back to the Congress for specific authorization. 

Section 105 provides that in addition to the sums authorized to be 
appropriated by section 101, there are authorized to be appropriated 
to accomplish the purposes of this act such sums as may be currently 
available to the Commission. Under this provision, the Commission 
may continue to use funds for projects which have been authorized 
by the Congress in prior years. It is the intent of the Joint Com- 
mittee that the Commission shall continue to follow the practices of 
prior years and that the authorization of this section shall apply only 
to construction funds currently available and shall not include any 
operating funds which may be available to the Commission. 

Section 106 of the bill provides that funds authorized to be appro- 
priated or otherwise available by this act may be used to start any 
other new project for which an estimate was not included in the act 
if it be a substitute for a project or a portion of a project authorized 
in subsections (a), (b), (c), and (d) (special nuclear material and 
atomic weapons). The Commission is required to make certain 
certifications, as specified in subsections (a), (b), and (c) of section 106 

Section 107 of this bill amends section 101 of Public Law 85-590, 
the AEC Authorization Act for fiscal year 1960, by amending projects 
59-d-10, 59-e-11, and 59-d-12. Subsections (a) and (b) of section 
107 amending projects 59-d-10 and 59-e-11 were requested by the 
Commission. 
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Section 107(a) of the bill, as requested by the Commission, amends 
project 59-d-10 authorized last year as gas-cooled power reactor, 
$51 million, to read “project 59-d-10, flexible experimental prototype 

as-cooled reactor, $30,000,000.”" The Commission request last’ year 
for $51 million was based on the estimated cost of a prototype power 
reactor of about 40,000 net electrical kilowatts designed to serve as a 
prototype for a large-scale reactor, either of enriched or natural 
uranium, and to provide flexibility for testing gas-cooled reactor fuel 
elements under a variety of test conditions. uring the past year, 
design work performed by the Commission indicates that prototype 
data for power reactors and flexible test conditions can be obtained 
from a reactor facility designed to generate approximately 26,000 net 
electrical kilowatts, at an estimated cost of approximately $30 million. 
It is intended that this project will proceed in aceordance with the 
authorization contained in subsections (b), (c), and (d) of section 110 
of Public Law 85-590. 

Subsection (c) of section 107 was added by the Joint Committee, 
and it amends project 59—d-12, design and engineering study of heavy 
water moderated power reactor, to change the scope from “design and 
engineering study,” to “design and development,” and increases the 
amount authorized from $2,500,000 to $4,500,000. By use of the 
words “and development,” it is not intended to indicate a commitment 
at this time for construction of the reactor, nor that plant and facility 
funds must be used for this project. If the Commission so desires, it 
may use operating funds to carry out such development work, and it 
is not intended that this amount be a limit on other development work 
being carried out by the Commission on heavy water moderated re- 
actors. By amending this project, no commitment is intended for 
existing contractors under project 59—d—12 and it is intended that the 
Commission shall have discretion and shall execute its best judgment 
in selecting contractors to carry out the development work authorized 
by this amendment. It is anticipated that the Commission will keep 
the Joint Committee fully and currently informed of further progress 
on this project. 

AEC has indicated that this development work will include experi- 
ments to obtain the required design information for heavy water 
natural uranium power reactors. Examples of the experimental 
work to be performed, it is understood, will include critical experi- 
ments to determine reactivity data for natural uranium assembles 
and the development and test of natural uranium fuel elements. 

It is recognized and intended that this project continue to provide 
&@ means of cooperation with other countries interested in natural 
uranium-heavy water reactors. 

Section 108 of the bill amends the two previous AEC authoriza- 
tion acts by rescinding authorization for certain projects, except for 
funds heretofor obligated. Such rescissions were requested by the 
Atomic Energy Commission. 

Section 109 of the bill authorizes to be appropriated to the Com- 
mission, in accordance with the provisions of section 261(a)(2) of the 
Atomic Energy Act of 1954, as amended, the sum of $7 million, in 
addition to the $3 million previously authorized, for carrying out the 
purposes of section 3 of Public Law 85-846, the Euratom Cooperation 
Act of 1958. Section 3 of that law concerns research and develop- 
ment assistance under the joint program of the United States and 
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Euratom, having as a goal a total installed capacity of approximately 
1 million kilowatts of electricity by December 31, 1963, except that 
two reactors may be selected to be in operation by December 31, 1965, 
Section 3 contains a proviso to the effect that the community must 
authorize an equivalent amount of funds for use in the cooperative 
program of research and development to match funds provided by 
the United States. 

Section 110 of the bill pertains to the cooperative power reactor 
demonstration program. Subsection (a) further amends section 111 
of Public Law 85-162, the AEC Authorization Act for Fiscal Year 
1958 by decreasing the amount previously authorized by $20 million, 
‘Table I of the appendix indicates reactor projects contemplated, al- 
though the Commission may allocate within the total amount author- 
ized, if requirements of law are met. The Joint Committee believed 
that it would be preferable to begin with a new authorization this 
year. Subsection (a) also amends the figure in clause 2 of subsection 
(a) of section 111 of Public Law 85-162 by increasing the amount 
available to advance the technology of the fast breeder concept from 
$2,750,000 to $3,600,000. It is the committee’s intent to continue 
the support of research and development on the fast breeder concept 
for fiscal year 1960 in the same manner as provided in fiscal years 
1958 and 1959, as interpreted in the legislative history. ‘The addi- 
tional $850,000 would cover fiscal year 1960 obligations. Subsection 
(a) also amends clause 3 of that subsection by extending the date for 
approving proposals under the third round from June 30, 1959, to 
June 30, 1960. It is understood that the dates for completion of 
construction of reactors under the third round may be appropriately 
extended by the Commission. 

Subsection (b) of section 110 authorizes to be appropriated to the 
Commission under the terms and conditions of section 111 of Publie 
Law 85-162, as amended, the sum of $55,500,000 for use in a program 
not to exceed $65,500,000, to be available for the Commission’s co- 
operative power reactor demonstration program. The $55,500,000 
authorization is available for all the various types of reactors and 
assistance further listed in subsections (c) and (d), (e) and (f) of the 
section. The incremental $10 million follows the same language as 
in subsection (a) of section 111 of Public Law 85-162, and is intended 
to be used similarly for waiver of charges for the use of nuclear fuels 
and heavy water. 

By use in subsection 110(b) of the words “under the terms and 
conditions of section 111 of Public Law 85-162, as amended,’’ it is 
intended to incorporate, as to the $55.5 million authorized, all of the 
terms and conditions of said section 111, including the 45-day review 
period by the Joint Committee under subsection 111(b) of Public Law 
85-162. As stated below, the Joint Committee has reviewed the 
proposed cooperative arrangement authorized under subsection 110(f) 
of this bill and thus the requirements of said subsection 111(b) of 
Public Law 85-162 have been met as to that proposed arrangement. 
Also, as explained hereafter, the “unsolicited proposals” under sub- 
section 110(c) of this bill are exempted from the advance announce- 
ment requirements of subsection 111(f) of Public Law 85-162. The 
authorization of waiver of use charges in the last sentence of subsec- 
tion 110(b) of this bill supplements the waiver authority under sub- 
sections 111 (a) and (c) of Public Law 85-162. Also, the next to last 
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sentence of subsection (b) provides that its requirements shall be 
without regard to and in lieu of clause 3 of subsection (a) of section 111 
of Public Law 85-162. Otherwise the terms and conditions of section 
111 of Public Law 85-162, as amended by Public Law 85-590, are 
fully applicable. The most important requirement is the 45-day 
review period by the Joint Committee, as required under subsection 
111(b) of that act, which will apply to all future proposed arrange- 
ments for which the basis has not yet been submitted to the Joint 
Committee. 

The second sentence of subsection (b) provides that no funds or 
waiver of use charges authorized by this subsection shall be available 
on projects already approved under the power demonstration reactor 

rogram or other nuclear Peon projects already under construction. 

his limitation is intended to apply to funds authorized by this sub- 
section, without regard to similar requirements of clause (3) of sub- 
section (a) of section 111 of Public Law 85-162. The final sentence 
of subsection (b) provides that in connection with such program the 
Commission is authorized to waive its charges for the use of special 
nuclear materials and heavy water for research and development and 
for a period of not more than 5 years after the initial criticality of the 
reactor. As explained above, a $10 million limitation is applicable 
to such waiver of use charges. 

Subsection (c) of section 110 provides that funds appropriated to 
the Commission pursuant to the authorization contained in subsection 
(b) shall be available for the purpose of supplementing its third round 
power reactor demonstration program. It is anticipated that most 
of the proposals under the third round will come from private organi- 
zations, but at the request of the Commission, the subsection provides 
that financial assistance may be made available “to public and private 
edna in the event a satisfactory proposal is received from a 
public organization. The subsection provides that the Commission 
shall consider but not be limited to reactor types listed in clause (1) 
and clause (2). 

The final sentence of subsection 110(c) provides that the Com- 
mission is authorized to use funds not to exceed $5 million for research 
and development assistance in support of unsolicited proposals from 
the utility industry to construct nuclear powerplants. This author- 
ization is provided without regard to subsection (f) of section 111, 
Public Law 85-162, which would require the Commission to make 
public announcement of each barticalat reactor project that it con- 
siders technically desirable for construction, and to set reasonable 
dates for submission, approval of the proposal and negotiation of the 
basis for the arrangement, and commencement of construction. Ex- 
oni for such $5 million, the Commission shall follow the procedure of 
subsection (f) of section 111 of Public Law 85-162 in obtaining pro- 
posals under subsections (c) and (d) of the bill. 

By use of the words “established reactor technology” in subseec- 
tions 110(c) and (d), it is intended to mean that the basic features of 
the reactor (such as heat transfer, control, fuel cycle, fuel form, and 
materials) have been shown to be technically feasible through the 
operation of at least a reactor experiment. It is not intended to limit 
such designs precisely to the design and experimental values demon- 
strated in operating experiments. It is intended that reactor concepts 
based upon “established reactor technology” will incorporate improve- 
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ments by reasonable extrapolation of the experimental data to advance 
the reactor art, and may take into account development work which 
will proceed with the preparation of the design of the prototype. 

Subsection (d) of the bill provides that funds appropriated to the 
Commission pursuant to the authorization of subsection (b) shall be 
available for the purpose of reinstituting and supplementing the second 
round of the power reactor demonstration program. It is intended 
that the Commission shall follow the provisions of section 111 of 
Public Law 85-162 in connection with the second round, as modified 
by this bill, and all of the legislative history of said section 111 is 
intended to be incorporated into this report and made applicable to the 
two new second round reactors. Certain types of reactors which the 
Commission shall consider are set forth in clause (1) and clause (2) of 
subsection (d) as discussed previously in this report. 

Subsection (e) of section 110 provides that in the event the Com- 
mission solicits proposals under subsections (c) or (d) and no satis- 
factory proposal is received, the Commission may, if the project is 
still deemed desirable, proceed with design, construction, and opera- 
tion of such prototype at a Commission installation, and funds au- 
thorized by subsection (b) shall be available for such purposes. 
Section 112 of the bill (explained hereafter) sets forth certain provi- 
sions as to disposition of the electrical energy, cooperation with organi- 
zations and period of operation of any such reactor constructed by the 
Commission under subsection 110(e) at an AEC installation. 

Subsection (f) of section 110 provides that funds appropriated to 
the Commission pursuant to the authorization of subsection (b) and 
authorized for the third round shall be available to the Commission 
for use in a cooperative arrangement to provide financial assistance 
for research and development in connection with the design, construc- 
tion, and operation of an advanced, high temperature gas-cooled 
experimental power reactor in accordance with the basis for an arrange- 
ment described in the program justification data submitted by the 
Commission as part of its authorization proposal for fiscal year 1960, 
The requirements of subsection (b) of section 111 of Public Law 
85-162, pertaining to the 45-day review period by the Joint Committee 
have been met with respect to this arrangement inasmuch as the basis 
was included in the program justification data previously submitted 
to the Joint Committee in support of the authorization legislation 
recommended by this report. The Joint Committee has reviewed 
such basis and program justification data and has received testimony 
concerning this reactor proposal from General Dynamics Corp. 
and the Philadelphia Electric Co. It is intended that the cooperative 
arrangement shall be in accordance with such basis, as modified by 
the legislative history. In May 1959 the Joint Committee received 
a letter from the Commission stating that General Dynamics 
had agreed to relinquish claims to title of previously filed patent 
applications. 

The Joint Committee added a proviso to subsection 110(f) that in 
the event the parties enter into such cooperative arrangement and 
proceed with research and development and there is a unilateral 
abandonment of the research and development or of the construction 
for reasons other than those listed in clauses (a) and (b) of subsection 
(f), the Commission shall be reimbursed by the party abandoning the 
project for its expenditures for research and development under the 
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arrangement except to the extent that the Commission determines that 
any such expenditures have resulted in the acquisition by the Govern- 
ment of property, patents, or other value. 

It is intended by the exception at the end of the proviso that the 
abandoning party may receive an offset for rights or value which may 
be obtained by the Commission as a result of its research and develop- 
ment expenditures. Under clause (a), included in the subsection, it 
is provided that reimbursement shall not be required if the abandon- 
ment should be under a contract amendment approved by AEC. 
Under the requirements of subsection 111(b) of Public Law 85-162 
any such contract amendment must be submitted to the Joint Com- 
mittee on Atomic Energy for a 45-day review period. Clause (b) of 
the subsection provides that reimbursement shall not be required if 
the abandonment is for causes beyond the control of the contracting 
parties and without their fault or negligence, incfuding inabilit to 
obtain necessary licenses or regulatory approvals or adequate liability 
coverage. It was concluded that the parties should not be penalized 
if the project should be abandoned for such causes. 

It is not intended to establish a right of the contracting parties to 
abandon the project, or to preclude any rights of the contracting par- 
ties, or any alternative rights which the Commission may have, includ- 
ing specific performance of the contracts by the contracting parties. 

Section 111 of the bill authorizes the Commission to enter into 
cooperative arrangements in connection with the experimental low- 
temperature process heat reactor authorized under project 60-e—14 of 
this bill. This section was requested by the Atomic Energy Com- 
mission in order that it might enter into a cooperative arrangement 
with the Department of Interior in connection with its saline water 
program, or with some other party for development, construction, and 
operation of this experimental reactor if it found it advisable to do so. 
Under the language it would also be possible to construct and operate 
the reactor in cooperation with a private or public organization, or at 
an AEC installation. 

Section 112 of the bill provides that in the event the Commission 
constructs a power reactor under project 60—e—15 of section 101 or 
under subsection 110(e) at an AEC installation, certain provisions 
shall apply. These are similar to the provisions of section 110 of 
Public Law 85-162, and it is intended that the legislative history of 
- act shall be incorporated into the language of section 112 of this 

ill. 

Section 113 pertains to design and engineering studies and provides 
that the Commission shall proceed with certain studies and submit 
reports to the Joint Committee on Atomic Energy by April 1, 1960. 
As explained elsewhere in the report, it is intended that operating 
funds may be used for carrying out the purposes of section 113. 

Section 114 of the bill amends subsection 153(h) of the Atomic 
Energy Act of 1954, as amended, by striking out the date September 1, 
1959, and inserting in lieu thereof the date, September 1, 1964. The 
effect of this amendment is to extend for another 5 years the compul- 
sory licensing provisions of section 153 of the Atomic Energy Act and 
to provide that the provisions of that section shall apply to any pat- 
ents, the application for which shall have been filed before September 
1, 1964. On April-22 and 23, 1959, the Joint Committee held hearings 
on atomic energy patent matters and considered a bill proposed by the 








26 APPROPRIATIONS FOR. THE ATOMIC ENERGY COMMISSION 


Atomic Energy Commission. Such bill would amend other sections 
of chapter 13 of the act pertaining to patents and inventions. The 
Joint Committee has not yet had time to consider all of the provisions 
of such proposed bill, but it is not intended by section 114 of this bill 
to indicate that the Joint Committee will not further consider the AEC 
proposed bill concerning patents and inventions. The Joint Com- 
mittee may desire to recommend to the Congress further amendments 
to the patent provisions of the Atomic Energy Act at the time this bill 
is considered on the floor of the House or Senate, or in a separate 
“omnibus”’ bill this session to amend various sections of the Atomic 
Energy Act. 
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Taste I.—Sec. 110(a). Cooperative power reactor demonstration program amend- 
ment to amounts previously authorized 


Proiect 
Ist round invitation: Amount 
Power Reactor Development Co_........-.-...-----.+----- 0 
Consumers Public Power District of Nebraska............-- $50, 178, 000 
2d round invitation: 
Rural Cooperative Power Association, Elk River, Minn... -- 9, 397, 000 
City of Pidua, ORiGe 2 oo ee eee ee gee 10, 832, 000 
N DA—Chugach Electric Association...................---- 17, 384, 000 
Postconstruction operating expenses. ......-..------7_-.-.- 7, 994, 000 
BOG . oc nncccuddddociiag pee es eaobaetaeeeiaee 45, 607, 000 
$d round invitation: 
Northern States Power Co., Minneapolis, Minn...-.-.-.----. 8, 500, 000 


Carolinas-Virginia Nuclear Power Associates, Parr Shoals, 8.C. 13, 905, 000 
East Central Nuclear Group and Florida West Coast Nuclear 


(MOURA cocncctcubancasecdginaecunnunuchwmibnens 11, 646, 000 

SOMES ot cet cane ee i ee ne cee gee ee ee 34, 051, 000 
Research and development on fast breeder technology_.......-.-- 3, 600, 000 
nne® NOt OPONOG.. 6c. ci ccncndsnntneltsinasseeueestsmene 1, 677, 000 
TOenl Os ambnGed. by BC. TIGA) aneuncdd sadn ccceeccusans 135, 113, 000 


Tasie II.—Sec. 110. New authorization for cooperative power reactor demonstration 


program 
3d round: 
Sec. 110(c): 
Boles walee protetges 5. Cee chant ktciawnseewneen $3, 000, 000 
Intermediate size prototype reactor.......-.....-.--..-- 8, 000, 000 
reGereeer renee. De aed abe sae ana oe 5, 000, 000 
Sec. 110(f): Advanced, high temperature gas-cooled experimental 
DOUG TORE os scciccsntcdcbusdeadsaccadeassunedeea 14, 500, 000 
2d round: Sec. 110(d): 
SOE CIO CI a cetis n alam eman ease meme 10, 000, 000 
Intermediate size prototype reactor__........--------------- 10, 000, 000 
Additional amount for 2d or 3d round, or AEC construction under 
906,, 3 1GIO) 2onn ce onensachanmbhedumeeeldved«spehlanedoansapnallene 5, 000, 000 
DUE. Acncuddegaunqenanaddaaunedtpetnannsmamentaiis me 55, 500, 000 


27 








CHANGES IN EXISTING LAW 


In accordance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law recommended by the 
bill accompanying this report are shown as follows (deleted matter is 
shown in black brackets and new matter is printed in italic) : 


Pusuic Law 85-590 


AN ACT To authorize appropriations for the AEC in accordance with section 261 
of the Atomic Energy Act of 1954, as amended, and for other purposes 


* ~ x Oo” *~ * * 
Sec. 101.— * * * 
(d) Reactor DreveLopmMENT.— * * * 
10. [Project 59-d-10, gas-cooled power reactor, $51,000,000] 
Project 59-d-10, flexible experimental prototype gas-cooled reactor, 
$30,000,000. 


* * * * * * x 


12. [Project 59-d-12, design and engineering study for heavy water 
moderated power reactor, $2,500,000] Project 59-d-12, design and 
development, heavy water moderated power reactor, $4,500,000. 

(e) PaHystcaL Researcu.— * * * 

11. [Project 59-e-11, high flux research reactor, Brookhaven 
National Laboratory, design, engineering and advanced procurement, 
$1,000,000] Project 59-e-11, high flux research reactor, Brookhaven 
National Laboratory, $10,000,000. 


Pusuic Law 85-162 


AN ACT To authorize appropriations for the AEC in accordance with section 261 
of the Atomic Energy Act of 1954, as amended, and for other purposes 

Sec. 101.— * * * 

(e) Reacror Devetopment.— * * * [Project 58-e-12, liquid 
metal fuel reactor experiment (LMFRE, $17,500,000)] * * * 

Sec. 111. Cooperative Power Reacror Demonstration Pro- 
GraM.—(a) There is hereby authorized to be appropriated to the 
Atomic Energy Commission, in accordance with the provisions of 
section 261 a. (2) of the Atomic Energy Act of 1954, as amended, the 
sum of [$155,113,000] $/35,113,000 for use in a program not to 
exceed [[$175,113,000] $155,113,000 subject to the following con- 
ditions: 

. * + + x * + 

(2) Funds in the amount of [$2,750,000] $3,600,000 may be 
expended for research and development in Commission laboratories 
to advance the technology of the fast breeder reactor concept. 

(3) The date for approving proposals under the third round of the 
power demonstration reactor program shall be no later than [June 30, 
1959] June 30, 1960 and no funds authorized for the third round shall 
be expended on projects approved under the first or second rounds of 

28 








eee = 











APPROPRIATIONS FOR THE ATOMIC ENERGY COMMISSION 29 


such program or on other nuclear power projects already under 
construction. 





Pustic Law 84-506 


AN ACT To authorize appropriations for the AEC for acquisition or condemnation 


of rail property or any facilities or for plant or facility acquisition, construction, 
or expansion, and for other purposes 


Szc. 101— * * * 


(d) Puysicat Researcna [Project 57-d-3, forty-eight-inch heavy 
particle cyclotron, Oak Ridge National Laboratory, $459,000] 


Pusuic Law 83-703 
Tue Atomic Enerey Act or 1954, as AMENDED 


Sec. 153. NONMILITARY UrmizaTion.— * * * 
(h) The provisions of this section shall apply to any patent the 


application for which shall have been filed before [September 1, 1959] 
September 1, 1964. 6 
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AMENDING SECTION 4083, TITLE 18, UNITED STATES 
CODE, RELATING TO PENITENTIARY [IMPRISONMENT 


- 


June 15, 1959.—Ordered to be printed 


Mr. Easttanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany &§. 1647} 


The Committee on the Judiciary, to which was referred the bill 
(S. 1647) to amend section 4083, title 18, United States Code, relating 
to penitentiary imprisonment, having considered the same, reports 
favorably thereon, without amendment, and recommends that the 
bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to provide that a prisoner 
convicted of an offense punishable by imprisonment for more than 1 
year, but sentenced to 1 year or less, may be confined in a penitentiary 
when such confinement is deemed desirable. 


STATEMENT 


An identical bill in the 85th Congress was favorably reported by 
the committee on July 23, 1958, and was passed by the oe on 
July 28, 1958, but no action was taken in the fous of Representatives. 
am ‘ne legislation has been requested by the Attorney 

eneral. 

Section 4083 of title 18, United States Code, now provides as 
follows: 


Persons convicted of offenses against the United States or 
by courts-martial and sentenced to terms of imprisonment 
of more than 1 year may be confined in any U.S. penitentiary. 

A sentence for an offense punishable by imprisonment for 
1 year or less shall not be served in a penitentiary without 
the consent of the defendant. 
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2 PENITENTIARY IMPRISONMENT 


In a letter dated February 16, 1959, requesting the introduction and 
enactment of proposed legislation to amend this section, the Acting 
Attorney General wrote: 


It may be noted that the statute leaves a gap in the law. 
A prisoner sentenced to a term of more than | year, in either 
a civil or military court, may be confined in a penitentiary. 
A prisoner convicted of an offense punishable by imprison- 
ment for 1 year or less may be confined in a penitentiary with 
his consent. However, the statute is silent as to a prisoner 
convicted of an offense punishable by imprisonment for more 
than 1 year but sentenced to 1 year or less. 

In order that persons convicted of offenses punishable by 
imprisonment for more than 1 year, but sentenced to 1 year 
or less, may be confined in a penitentiary when such confine- 
ment is deemed desirable, it is suggested that the first para- 
graph of section 4083 be cma by substituting “punish- 
able by” for ‘‘and sentenced to terms of.” 


The committee believes that the proposed legislation, as requested 
by the Attorney General, is meritorious and recommends it favorably, 

Attached and made a part of this report is a letter, dated February 
16, 1959, from the Office of the Attorney General to the Vice President 
of the United States, recommending the introduction and enactment 
of the proposed legislation. 





OrFice OF THE ATTORNEY GENERAL, 
Washington, D.C., February 16, 1959. 
Tue Vice PRESIDENT, 


U.S. Senate, Washington, D.C. 


Dear Mr. Vice Presipent: Section 4083 of title 18, United States 
Code, now reads as follows: 

“Persons convicted of offenses against the United States or by courts- 
martial and sentenced to terms of imprisonment of more than 1 year 
may be confined in any U.S. penitentiary. 

“A sentence for an offense punishable by imprisonment for 1 year 
or less shall not be served in a penitentiary without the consent of the 
defendant.” 

It may be noted that the statute leaves a gap in the law. A prisoner 
sentenced to a term of more than 1 year, in either a civil or military 
court, may be confined in a penitentiary. A prisoner convicted of an 
offense punishable by imprisonment for 1 year or less may be confined 
in @ penitentiary with his consent. However, the statute is silent as 
to a prisoner convicted of an offense punishable by imprisonment for 
more than 1 year but sentenced by 1 year or less. 

In order that persons convicted of offenses punishable by imprison- 
ment for more than 1 year, but sentenced to 1 year or less, may be con- 
fined in a penitentiary when such confinement is deemed desirable, it 
is suggested that the first paragraph of section 4083 be amended by 
substituting ‘‘punishable by”’ for ‘and sentenced to terms of”’. 

Your cooperation toward effecting the introduction and enactment 
of this legislation, a draft of which is enclosed, would be appreciated. 
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The Bureau of the Budget has advised that there is no objection to 
the submission of this recommendation. 
Sincerely, 
Lawrence E, Watsa, 
Acting Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing oe proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


§ 4083. Penitentiary imprisonment; consent. _< 

Persons convicted of offenses against the United States or by courts- 
martial [and sentenced to terms of] punishable by imprisonment 
[of] for more than one year may be confined in any United States 
penitentiary. 

A sentence for an offense punishable by imprisonment for one year 
or less shall not be served in a penitentiary without the consent of the 


defendant. 
O 
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Ist Session , No. 397 


DEPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATION BILL, 1960 


- 


JuNE 16, 1959.—Ordered to be printed 


Mr. Houuanp, from the Committee on Appropriations, submitted 
the following 


REPORT 


{To accompany H.R. 7349] 


The Committee on Appropriations, to whom was referred the bill 
(H.R. 7349) making appropriations for the Department of Commerce 
and related agencies for the fiscal year ending June 30, 1960, and for 
other purposes, report the same to the Senate with various amend- 
ments and present herewith information relative to the changes made: 


Amount of bill as passed House__...-....----------- $675, 297, 300 
Amount of increase by the Senate ......-..-.------ 40, 031, 200 
Amount of bill as reported to Senate........-.. 715, 328, 500 


Amount of appropriations, 1959_..............-.--.. 712, 866, 538 
Amount of the regular budget estimates, 1960.......-. 731, 591, 000 
The bill as reported to the Senate: 
Over the appropriations for 1959_.........-...-. 2, 461, 962 
Under the estimates for 1960..........-....-.- 116, 262, 500 


1 Funds for ‘Forest highways”’ and “Public lands highways” were requested in budget estimates to be 
derived from highway trust fund and were therefore excluded from budget totals; committee bill makes di- 
rect appropriations of $34,000,000; on comparable basis, committee bill is $50,262,500 under the budget esti- 
mate. 
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TITLE I—DEPARTMENT OF COMMERCE 


For the Department of Commerce, the committee recommends 
$536,233,500, an increase of $39,531,200 over the amount approved 
by the House; an increase of $34,307,500 over the budget estimates; 
and $69,471,162 over the 1959 appropriations. With respect to the 
increase over the House bill aa the budget estimates, it is to be 
noted that there is not included in the House bill and in the budget 
estimates two items (‘Forest highways” and “Public lands high- 
ways’’—amounting to $34 million) proposed for highway trust fund 
financing in the budget estimate. The committee bill, like the 1959 
appropriations act, provides for these two items in regular general 
fund accounts. 

The detail, with comparisons of the amount recommended with 
the appropriations for fiscal year 1959 and with amounts allowed by 
the House of Representatives, is shown in the accompanying summary 
table, showing the amounts allowed by title of the bill and by agency. 


GENERAL ADMINISTRATION 


Salaries and expenses.—The committee recommends $2,760,000, an 
increase of $260,000 over the House bill and a reduction of $180,000 
in the estimate, and $173,400 under the 1959 appropriation. 

The committee was informed that the reduction required by the 
House bill would involve the elimination of 51 positions. Restoration 
of $160,000 is recommended to permit the retention of approximately 
half that number. 

The amount of $100,000, as requested in the budget, is to provide 
funds for the transportation study recommended by the President. 
The amount provided is to be used solely for the purposes for which 
it was justified and is not to be diverted for use in any other manner, 
specifically not to support other staff, It is not the intention of the 
committee that funds for this purpose are to be provided on a con- 
tinuing or permanent basis. It is expected that this fund requirement 
will be a temporary matter. 


BUREAU OF THE CENSUS 


Salaries and expenses.—An appropriation of $8,683,500 is recom- 
mended for the current statistics program of the Census Bureau. 
This is an increase of $10,000 over the House bill, $36,500 under the 
budget estimate, and an increase of $33,200 over the 1959 appro- 
priation. 

An increase of $10,000 over the House bill is to provide for pre- 
liminary work on air cargo statistics which the committee was in- 
formed is being favorably considered for inclusion in the Census 
Bureau current. statistics _program. 

Amounts provided in the House bill will make possible increases 
in activity in the fields of foreign trade as well as construction and 
housing statistics. 


Coast AND GEopETIC SuRVEY 
Salaries and expenses.—The recommendation of the committee is 
an appropriation of $14,100,000, an increase of $100,000 over the 


House bill, and an increase of $1,406,400 over the 1959 appropriations, 
The amount recommended is the budget estimate. 
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The increase over the House bill will provide $56,000 for airport 
obstruction surveys and charts and $44,000 for renovation and main- 
tenance of Coast and Geodetic Survey vessels. These amounts to- 
gether with funds already contained in the House bill would provide 
$352,700 for airport obstruction surveys and charts and a total of 
$290,000 for this bureau’s survey vessels repairs. 

The committee was informed during the course of the hearings of 
the progress made in the pilot program on development of small boet 
charts. The testimony reveals that one such chart (Potomac River) 
has been published but the future program appears to be on the basis 
of one additional area each year. In the interests of safety and the 
recognition of the growing activity in the, small-boat field the com- 
mittee would urge additional emphasis and a somewhat larger effort. 


BusINEss AND DEFENSE Services ADMINISTRATION 


Salaries and expenses.—The committee recommends an appropria- 
tion of $6,230,000, an increase of $230,000 over the House bill, $200,000 
over the budget estimate, but $1,313,420 under the 1959 appropria- 
tions. The committee was informed in the course of the hearings 
that this latter reduction from 1959 levels results from a budgetary 
transfer and that mobilization activities of this bureau will be funded 
under a supplementary request to be made by the Office of Civil 
Defense and Mobilization. 

The increases over the House bill provide for a Commerce field office 
for Alaska. It is the belief of the committee that Congress felt that 
by giving statehood to Alaska, it would promote more rapid economic 
development. This objective would be better served by a field office 
located within Alaska rather than by one located at Seattle. 

Language has been included in the bill to earmark $200,000, pro- 
vided herein, for costs associated with the Textile Interagency Com- 
mittee under the chairmanship of the Assistant Secretary of Com- 
merce for Domestic Affairs. It is expected that this special committee 
will be prepared to make an interim report, with regard to progress 
made up to that time, by January 1, 1960. 


Bureau or ForEtIGN COMMERCE 


Salaries and expenses.—There is recommended an appropriation of 
$3,110,000, an increase of $710,000 over the House bill, a reduction of 
$90,000 from the budget estimate of $3,200,000, and an increase of 
$516,725 over the 1959 appropriation. 

The additional amount over the House bill provides $246,000 for 
funds required to maintain the 1959 level of operation, and $464,000 
for new and expanded program activities directed at objectives which 
will assist American business to build a stronger and more aggressive 
position in the export field. These activities are designed to assist 
traders and producers of American goods to find and develop markets 
abroad. 

Maritime Activities 


Ship construction—The committee recommends an appropriation 
of $130,250,000, the amount of the House bill, an increase of $1,250,000 
over the budget estimate, but $11,225,000 under the amount appro- 
priated for 1959. In recommending the allowance of the $1,250,000 
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over the budget estimate, for payment of design expenses on two 
superliners, authorized last session in Public Law 85-521, the com- 
mittee wishes to make it perfectly clear that this action is not intended 
to establish a precedent for making appropriations for ship construc- 
tion costs incurred in advance of actual Federal Maritime Administra- 
tion contracts. Cognizance has been taken of the special circumstances 
involved in the instant case where special authorizing legislation had 
been enacted because of an apparent great need for these vessels, 
It is expected that in the course of the regular ship construction re- 
placement program operators will not be able to claim reimbursement 
for ship design costs prior to appropriations being made available. 

The committee concurs with the House bill in making provision for 
funds for construction-differential subsidies for 14 ships under the 
replacement program ($105 million) ; funds for acquisition of 14 ships 
being replaced ($17,500,000) ; research and development ($3,900,000) ; 
and $2,600,000 for administrative and other expenses related to the 
ship construction program. 

Operating-differential subsidies—The committee recommends an 
appropriation of $130 million, the amount of the budget estimate, an 
increase of $2,500,000 over the House bill and the 1959 appropriation. 

The 2,040 voyage limitation carried in the House bill and the 
budget estimate has been raised to 2,600 and there is retained in the 
bill the language relating to new operators and companies operating 
into or out of the Great ates: 

Salaries and expenses.—An appropriation of $14,070,000, an increase 
of $111,200 over the House bill, a reduction of $1,178,450 from the 
1959 appropriation, and the full amount of the budget estimate is 
recommended. Other proposed amendments include authorization in 
the amount of $2,500 for representation allowances (not included in 
House bill but provided for in budget estimate) and an increase in the 
administrative expenses limitation in the amount of the appropriation 
increase recommended. 

The representation allowance is provided on the basis of authorizing 
not to exceed $500 each for five foreign representatives. 

State marine schools —The committee recommends an appropriation 
of $1,110,000, an increase of $110,000 over the House bill; the full 
amount of the budget estimate; and $415,000 over the amount avail- 
able for the current fiscal year. 

The amount provided will make available $150,000 for repair of 
training ships used by the State academies and the remaining $960,000 
will provide grants for the schools and payments of the full $600 
authorized in Public Law 85-672 to all cadets. 

The committee was informed that the reduction proposed in the 
House bill would require limiting the payments to students to a total 
of $500 in lieu of the $600 provided by the act or require limiting the 
number of cadets receiving allowances. 


Bureau or Pusiic Roaps 


Federal-aid highways (trust fund).—The House recommended the 
budget estimate of not more than $2,840 million to be derived from 
the highway trust fund. The committee concurs in the action of the 
House in the figure of $2,840 million but has deleted the words, ‘not 
more than” and has incorporated in the language the additional 
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phrase “‘or so much thereof as may be available in and” derived from 
the highway trust fund. There are varying estimates as to the balance 
which will be in the highway trust fund at the end of different fiscal 
years. In his budget message, the President indicated there would be a 
deficit of $241 mnidlion at the end of fiscal year 1960. It develops now 
that the deficit at the end of fiscal year 1960 will be in excess of $500 
million unless additional receipts are forthcoming over and above what 
js currently estimated to be the receipt figure. The committee 
supports the principle that highway users rather than the general 
taxpayers should pay the cost of the Federal-aid highways and that it 
should be based on a pay-as-you-go basis. The language approved 
by the committee is as follows: 


FEDERAL-AID HIGHWAYS (TRUST FUND) 
- 


For carrying out the provisions of title 23, United States 
Code, which are attributable to Federal-aid highways, to 
remain available until expended, aet mere than $2,840,000,- 
000, +6 be or so much thereof as may be available in and derived 
from the “Highway trust fund”; which sum is composed of 
$535,500,000, the balance of the amount authorized for the 
fiscal year 1958, and $2,295,500,000 (or so much thereof as 
may be available in and derived from the “Highway trust fund’), 
a part of the amount authorized to be appropriated for the 
fiscal year 1959, and $9,000,000 for reimbursement of the 
sums expended for the repair or reconstruction of highways 
and bridges which have been damaged or destroyed by floods, 
hurricanes, or landslides, as provided by title 23, United 
States Code, section 125. 


Forest highways —The committee recommends an appropriation of 
$30 million. The budget request for this program was in the amount 
of $37,100,000, to be derived from the highway trust fund. The 
House committee recommended the approval of the request as sub- 
mitted in the budget but the item was deleted on the floor of the 
House when a point of order was taken and sustained. 

The $30 million recommended herein together with an estimated 
unexpended balance of $7,100,000 will make available $37,100,000 
to liquidate obligations incurred under contract authorization pro- 
vided in the biennial Highway Act. The $30 million of general fund 
appropriation consists of $26,250,000, the remainder of the amount 
authorized to be appropriated for fiscal year 1959, and $3,750,000, a 

art of the amount authorized to be appropriated for fiscal year 1960. 
he total amount recommended is identical with the amount appro- 
priated for fiscal 1959. 

Public lands highways —The committee recommends an appropria- 
tion of $4 million in general fund appropriations, an increase of 
$1,308,000 over 1959. The budget request for this program was in 
the amount of $4 million, to be derived from the highway trust fund. 
The House committee recommended the approval of the request as 
submitted in the budget but the item was deleted on the floor of the 
House when a point of order was taken and sustained. 

The $4 million recommended herein consists of $1 million, the 
balance of the amount authorized to be appropriated for fiscal year 
1959 and $3 million, the amount authorized to be appropriated for 
fiscal year 1960. 
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WeATHER BUREAU 


Salaries and expenses.—The committee recommends an appropria- 
tion of $48,855,000, an increase of $1,500,000 over the House bill; an 
increase of $5,182,400 over the 1959 appropriations; and the full 
amount of the budget estimate. 

The increase over the House bill will provide for operation and 
maintenance of new radar and other facilities; transfer of civil meteor- 
ological functions from the Department of Defense; and warnings of 
hazardous weather to inflight aircraft. The allowance includes as 
well the costs for establishment and operation of airport weather 
stations at Silver City, N. Mex.; Alexandria, La.; Wendover, Utah; 
Mansfield, Ohio; and Huntsville, Ala. 

Language earmarking hurricane research funds has also been in- 
cluded in the bill. The following summary reveals the detail of the 
amounts and activities involved: 


ORT DROS COE PORIMI) on ce ncccwonsrsasepecpeccees $531, 000 
Leasing, maintenance, and operation of 3 research aircraft_...-.---- 1, 286, 000 
Special hurricane data collection___..............-.-------------. 353, 600 
Research contracts with universities and other Government agencies. 229, 000 
RII ADE BRO SN i kt estate duce 76, 400 

ne os E23 SS abe eb ok ee BLEUE LA I Se S 2, 476, 000 


Establishment of meteorological facilities —The committee recom- 
mends an appropriation of $2,500,000, the amount of the House bill 
and an increase of $925,000 over the amount provided in 1959. 

In concurring with the House on the amount of $2,500,000, the com- 
mittee feels that if it found that more funds can be economically com- 
mitted, the committee is perfectly willing to consider additional funds 
in a supplemental bill. 


TITLE II—THE PANAMA CANAL 


CanaL ZONE GOVERNMENT 


Operating expenses and capital outlay.—The committee recommends 
the inclusion of language proposed in the budget and stricken from 
the House bill that would establish accrued expenditure limitations 
for these two accounts. The language proposed follows: 


OPERATING EXPENSES 


Provided, That annual accrued expenditures under this 
appropriation account, covering amounts becoming payable as 
a result of obligations incurred both in the current fiscal year 
and in prior fiscal years, shall not exceed $18,900,000 


CAPITAL OUTLAY 


: Provided, That annual accrued expenditures under th a a ppro- 
priation account, covering amounts becoming payable 
result of obligations incurred both in the current fs cal year eae 
in prior fiscal years, shall not exceed $3,085,700: Provided 
further, That not to exceed $225,000 of either limitation on 
annual accrued expenditures herein made for the Canal Zone 
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Government may be transferred to the other such limitation of 
the Canal Zone Government, but no limitation shall be increased 
or decreased by more than $225, 000 as a result of such transfers. 


The appropriations accounting of the Canal Zone Government have 
been on a cost basis sirce 1954 and it is believed that these proposed 
limitations would provide for the maximum efficiency available under 
a system of accrual accounting and cost based budgeting. 


GENERAL PROVISIONS 


The committee recommends an increase in the limitation on the 
amount which may be used for consultant hire. The recommended 
$30,000 is an increase of $15,000 over the amount in the House bill 
and provided for in the current year’s act. The need for this increase 
is occasioned by the need for a special study related to the rebuilding 
of the existing Gorgas Hospital. 


TITLE II—INDEPENDENT AGENCIES 


Sr. LAWRENCE SEAWAY DEVELOPMENT CORPORATION 


Limitation on administrative expenses.—The committee recommends 
a limitation on administrative expenses in the amount of $414,200, 
the amount of the House bill, the amount established in the current 
year’s act, and a reduction of $800 from the budget request. 

There is also recommended language authorizing $2,000 for official 
entertainment, an increase of $1,000 over the House bill and the 
current year’s authorization, but in the same amount as the budget 
estimate. 

SMALL Business ADMINISTRATION 


Salaries and expenses.—The committee recommends an appropria- 
tion of $5,190,000, an increase of $500,000 over the House bill, an 
increase of $1,465,000 over the 1959 appropriations, and $410,000 
under the budget estimates. The increase over the House bill, in 
the judgment of the committee, should be applied to the procurement 
and technical assistance area ($300,000) and to the investment and 
development company assistance program ($200,000). 

The committee also recommends $15,611,000, to be derived by 
transfer from the revolving fund, for the administrative expenses of 
the business loan program. This is an increase of $1,711,000 over 
the amount approved in the House bill and an increase of $3,596,000 
over the transfer authority in the 1959 appropriation. 
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Calendar No. 391 


861TH CONGRESS \ SENATE Report 
lst Session No. 398 





LEGISLATIVE APPROPRIATION BILL, 1960 
June 16, 1959.—Ordered to be printed 


Mr. Stennis, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H.R. 7453] 


The Committee on Appropriations, to whom was referred the bill 
(H.R. 7453) making appropriations for the legislative branch for the 
fiscal year ending June 30, 1960, and for other purposes, report the 
same to the Senate with various amendments and present herewith 
information relative to the changes made. 


Amount of bill as passed House__........-...-..--- $100, 279, 350 
Amount of increase by Senate committee____......-- 28, 518, 030 

Amount of bill as reported to Senate__.....---_- 128, 797, 380 
Amount of appropriations, 1959_..-......---------- 136, 048, 080 


Amount of regular and supplemental Budget estimates 
Sie TORO OPT Ce er Sow. 2 hae 133, 648, 180 


The bill as reported to the Senate— 
Under the estimates for 1960__...........-.--- 4, 850, 800 


Under the appropriations for 1959-.......------ 7, 250, 700 
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GENERAL STATEMENT 


The bill provides for the legislative branch $128,797,380, which is 
$28,518,030 in excess of the amount proposed by the House, $4,850,800 
under the budget estimates, and $7,250,700 under the appropriations 
for the fiscal year 1959. The large increase over the House bill is 
due to the fact that following the practice adopted by the House no 
action by that body was taken on purely Senate items. 


COMPENSATION OF SENATORS 


The committee recommends an appropriation of $2,425,255 for 
the compensation of Senators which is the budget estimate and 
which is $73,030 in excess of the appropriation for 1959. The increase 
is made necessary by the addition of the Senators from Alaska and 
Hawaii. 

MILEAGE OF SENATORS 


The amount of $51,000 for mileage of Senators is increased to 
$58,370 to provide mileage for the Senators from Alaska and Hawaii. 


ComMMITTEE EMPLOYEES 


The committee recommends an appropriation of $2,372,960, which is 
the amount of the budget estimate, and $10,295 in excess of the 
appropriations for the fiscal year 1959. The increase is necessary 
to provide for the Aeronautical and Space Sciences Committee for 
the full fiscal year. The appropriation for 1959 was on an 11-month 
basis. 

OFFICE OF THE SECRETARY 


For the Office of the Secretary, the committee recommends an 
appropriation of $639,140, which is an increase of $9,000 over the 
appropriation for the current fiscal year. The committee has provided 
the Secretary with two additional messengers, one for the stationery 
room and the other for the Secretary’s offices in the Capitol. 


ADMINISTRATIVE AND CLERICAL ASSISTANTS TO SENATORS 


For “Administrative and clerical assistants to Senators” the com- 
mittee recommends an appropriation of $11,052,450, which is $422,400 
in excess of the appropriations for 1959. Included in the increase are 
amounts required to provide the clerical and administrative staffs of 
the Senators from Alaska and Hawaii. 

The present law regarding basic amounts available for administra- 
tive and clerical assistants to Senators provides for a succession of 
eight steps which determines the basic amounts. The smallest step 
includes States having a population of less than 3 million, the next 
step consists of those States having a population between 3 and 4 
million and the last step is an unlimited class above 13 million. The 
committee recommends that the law in this regard be changed to 
provide a step for those States with a population of 13 million but less 
than 15 million, a class for States with a population of 15 million but 


59003°—59_ S. Rept., 86-1, vol. 3 51 
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less than 17 million, and a step for States with a population of 17 
million and above. 
The language included in the bill is as follows: 


ADMINISTRATIVE PROVISIONS 


Effective July 1, 1959, the table contained in section 4(f) of 
the Federal Employees’ Salary Increase Act of 1955 (Publie 
Law 94, Eighty-fourth Congress, approved June 28, 1955) is 
amended by striking out the last line therein and inserting in 
lieu thereof the following: 


SSOC0GO Vil ese TREN TE; UOC000, <2 oo cnc cnc ree cceccucns 28,740 
15,000,000 but less than 17,000,000__...........--.-..----- 31,740 
S7OCGRIO0 OF MPG. is bsis0dei ss dns dee eeiedeois dic. 34, 740 


SERGEANT AT ARMS AND DOORKEEPER 


The committee recommends an appropriation of $2,304,995 for 
salaries in the office of the Sergeant at Arms and Doorkeeper, which 
is $48,140 in excess of the appropriation for the fiscal year 1959. The 
increase is due to certain salary adjustments and additional new 
positions. The paragraph covering the office of the Sergeant at 
Arms and Doorkeeper reads as follows: 


OFFICE OF SERGEANT AT ARMS AND DOORKEEPER 


For office of Sergeant at Arms and Doorkeeper, $2,804,995: 
Provided, That effective July 1, 1959, three additional laborers 
at $1,740 basic per annum each, two additional inserting 
machine operators at $1,980 basic per annum each, and two 
additional offset press operators at $2,700 basic per annum 
each may be employed; and the basic per annum compensation 
and titles of the following positions shall be: administrative 
officer, $4,140 in lieu of $3,780; automatic typing technician at 
$3,480 in lieu of foreman, repairmen at $2,820; four offset press 
operators at $2,700 each in lieu of two offset press operators 
at $2,580 each and two offset press operators at $2,160 each; 
repairman, $3,120, repairman, $2,880, and two repairmen at 
$2,640 in lieu of two repairmen at $2,520 each, file clerk at 
$1,980, and warehouseman at $1,800. 


AssIsTANT SECRETARY FOR THE Masority AND ASSISTANT 
SECRETARY FOR THE MINORITY 


The committee recommends that the salary for these two positions 
be fixed at not to exceed a basic of $7,560 per annum or a gross figure 
of not to exceed $14,260. The positions at the present time pay 
$6,300 basic or $12,200 gross per annum. The language provides 
that the salaries to be paid within the maximum limitations are to 
be fixed by the respective secretaries. The action of the committee 
was necessary in order to keep the two positions on’a par from the 
standpoint of salary. In recommending flexibility in the fixing of 
the salary, it is the intent of the committee that the secretaries take 
into consideration experience and length of service of the individual 
filling the position. 
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Jotnt CoMMITTEE ON PRINTING 


For the Joint Committee on Printing, the committee recommends 
an appropriation of $106,315. With the additional sum of $24,810 
provided, the Joint Committee on Printing will be in a position to 
transfer to its payrolls three Government Printing Office employees 
on detail to the joint committee. The salaries to be paid to these 
employees will be approximately the same salary they are receiving 
with the Government Printing Office. 


CoMMITTEE ON RULES AND ADMINISTRATION 


The appropriation to the Cormittee on Rules is to finance re- 
imbursement to the General Services Administration for space fur- 
nished the Senate. The budget estimate and the appropriation for 
the current fiscal year is in the amount of $35,010. In view of the 
moves to the New Senate Office Building, the committee has reduced 
this appropriation to $10,000, a decrease of $25,010. 


REPORTING SENATE PROCEEDINGS 


For reporting Senate proceedings, the committee recommends an 
appropriation of $209,195, which is an increase of $1,545 over the 
current year appropriation. An increase has been provided in order 
to increase the salary of the assistant official reporter from $11,000 
to $11,700 and to increase the salary of the clerk from $6,572 to 
$7,315. 

INQUIRIES AND INVESTIGATIONS 


It is recommended by the committee that the amount for ‘Inquiries 
and investigations”’ be fixed at $3,550,000, which sum is an increase of 
$175,100 over the budget estimate and an increase of $170,100 over 
the appropriations so far made for the 1959 fiscal year. There is 
every indication that an additional sum of approximately $300,000 
will be required for the fiscal year 1959. 

The sum total of the resolutions already approved by the Senate and 
which affect fiscal year 1960 indicate the need for the funds recom- 
mended for fiscal year 1960. 


MIscELLANEOUS ITEMS 


For miscellaneous items the sum of $1,856,210 is recommended, 
which represents an increase of $173,675 over the amount provided 
in the fiscal year 1959. In addition to provision for the salaries of 
certain positions created by resolution for Standing Committee of the 
Senate which amounts to $48,530, the additional sum of $4,330 is 
needed to pay the research assistants to the majority and minority 
leaders at the rate set in the Second Supplemental Act of 1959. The 
remainder is required to provide for the allowances authorized for 
the Senators from the State of Alaska and to provide also similar 
allowances for the Senators from Hawaii when it becomes a State. 
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POSTAGE 


The amount of $45,875 is provided for postage. This amount is 
$2,085 less than the amount provided for 1959. The amount for 
stamps authorized for the Secretary of the Senate has been reduced 
from $870 to $160 and for the Sergeant at Arms from $300 to $125, 
These reductions were made possible by the extension of the franking 
privilege to these officers. The sum of $3,000 for the maintenance 
of a stamp supply for the Senate Post Office was eliminated as a non- 
recurring item, making the total decrease of $3,885. The sum of 
$1,800 has been added to this item to provide stamps for the new 
saa from the State of Alaska and Hawaii, making a net decrease 
oi $2, ‘ 


TRANSPORTATION EXPENSES 


Under existing law, each Senator may be reimbursed for trans- 

oration expenses incurred in round trip travel from Washington, 

.C., to his resident city in his home State. The committee recom- 
mends that the language be amended to authorize reimbursements 
for round trip travel from Washington, D.C., to any one point in each 
Senator’s State rather than the resident city as well as round trips 
from any one point in such State to Washington, D.C. No change 
is made in the number of trips authorized, which will remain not to 
exceed two each year. 

The language recommended is as follows: 


The third paragraph under the heading ‘Administrative 
Provisions” in the appropriations for the Senate in the Legis- 
lative Branch Appropriation Act, 1959 (2 U.S.C. 43b), is 
amended by striking out “from Washington, District of 
Columbia, to their resident cities in their home States, and 
return, for not to exceed two such round trips’ and inserting in 
lieu thereof the following: “between Washington, District of 
Columbia, and any point in their home States, for not to exceed 
two round trips’. 


HOUSE OF REPRESENTATIVES 
Housgs Orricse BuiLpIne 


The committee recommends an appropriation of $1,451,300, an 
increase of $51,300 over the House bill. Subsequent to the passage 
of the bill in the House, it developed that an additional sum would be 
necessary in connection with the operation of the garage in the court- 
yard of the Old House Office Building. 


Joint CoMMITTEE ON RepucTION oF NONESSENTIAL FEDERAL 
EXPENDITURES 


The committee recommends an appropriation of $24,795 for this 
committee, which is the amount of the appropriation for the current 
fiscal year. 


2 Sr 2 RP Nr 
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ARCHITECT OF THE CAPITOL 
SALARIES, OFFICE OF THE ARCHITECT 


The committee was advised that a professional registered architect 
with many years of experience and with a knowledge of engineering 
has been appointed recently to the position of Assistant Architect of 
the Capitol. The committee is glad to know that the individual 
appointed is a capable architect and feels that he should give specific 
attention to that type of work. 


NEW SENATE OFFICE BUILDING 


Under the terms of the contract for the construction of the New 
Senate Office Building, the committee was advised that $500,000 in 
construction funds is being held back until completion of the contract. 
It was testified before the committee that 10 percent of the archi- 
tectural fees are being held back. This will afford an opportunity 
before final adjustment to determine whether sums should be perma- 
nently withheld. The committee directs that the Architect of the 
Capitol require strict compliance with the terms of the contract in 
order to assure satisfactory performance. 


EXTENSION OF ADDITIONAL SENATE OFFICE BUILDING SITE 


The Architect of the Capitol was authorized under the provisions 
of Public Law 85-591, approved August 5, 1958, to acquire properties 
in the east half of Square 725 located directly east of the New Senate 
Office Building. An appropriation of $625,000 was provided for this 
purpose. Based on appraisal reports, the acquisition of these pro 
erties is now atimehan at $825,000, an increase of $200,000. The 
properties in question are now under condemnation proceedings 
instituted by the Department of Justice. In view of these develop- 
ments, the committee recommends an additional appropriation of 
$200,000. 

SENATE OFFICE BUILDINGS 


For maintenance, miscellaneous items and supplies and for labor 
in connection with the two Senate Office Buildings, the committee 
recommends an appropriation of $1,819,700 which is the amount of 
the budget estimate and a decrease of $2,300 under the appropriation 
for the current fiscal year. 


SUBWAY TRANSPORTATION 


The committee recommends an appropriation of $6,000 for main- 
tenance, repair and upkeep of the Senate Subway system, including 
annual overhauling of cars, trucks, and electrical equipment. This 
is the same amount as the appropriation for the fiscal year 1959. 


REMODELING, SENATE OFFICE BUILDING 


The Supplemental Appropriation Act, 1958, provided an c 
riation of $250,000 for remodeling in the Senate Office Building. 
There is currently an unobligated balance of approximately $200,000 
in this account. In the Supplemental Appropriation Act, 1958, a 
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restriction was placed in the bill providing that the funds could be 
expended only for such work as could be performed by the force of 
the Architect of the Capitol. This restriction has hampered certain 
remodeling work since the Architect has no facilities nor personnel for 
certain types of necessary work. Accordingly, the committee recom- 
mends a language provision authorizing the use of $100,000 of the 
balance available for performance of work on a contract basis. 


SALARY INCREASES 


The following provision included in the bill by the House has been 
deleted by the committee: 


Hereafter, the Architect of the Capitol is authorized, 
without regard to the Classification Act of 1949, as amended, 
to fix the compensation of three positions under the appro- 
priation “Salaries, Office of the Architect of the Capitol’, 
of one position under the appropriation “Capitol Buildings”, 
and of one position under the appropriation “House Office 
Buildings” at a basic rate of $8,000 per annum each: Pro- 
vided, That this provision shall not be applicable to the 
positions of Architect, Assistant Architect, or Second 
Assistant Architect of the Capitol. 


It will be noted that the committee has deleted language increasing 
the salary of the Superintendent of the House Office Buildings whose 
salary is financed from appropriations to the Architect of the Capitol. 
There is no desire on the part of the committee to infringe on the pre- 
es of the House and if the House considers this employee to be 
a House employee, the matter can be adjusted in conference between 
the two bodies. 

The following new language has been included in the bill by the 
committee: 


Hereafter, the Architect of the Capitol is authorized, without 
regard to the Classification Act of 1949, as amended, to fix the 
compensation of one position under the appropriation “Senate 
Office Buildings’’, at a basic rate of $7,020 per annum. 


The purpose of this language is to give the Superintendent of the 
Senate Office Buildings an increase in salary to a gross rate of $13,377 
per annum. 


LIBRARY OF CONGRESS 


For all of the activities of the Library of Congress, the committee 
recommends an appropriation of $14,302,790, which is an increase of 
$9,890 over the amount recommended in the bill by the House of 
Representatives. Thesume recommended is $24,810 under the budget 
estimate and is $913,599 over the comparable appropriations for the 
current fiscal year. 

The committee has provided $9,890 over the House bill to finance 
the employment of one grade 13 specialist for a Near Eastern or 
Islamic law division. 

The committee action will enable the Library of Congress to meet 
certain statutory and mandatory cost increases such as ingrade 
increases, reallocations, wage board increases, increased costs of 
books and other materials, and certain cost increases in the printing 
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area. With this increased sum, the Library will bein a position to make 
substantial progress in meeting increases in workloads and in improv- 
ing the service to Congress, Federal agencies, and the general public. 

nder the principal appropriation, “Salaries and expenses,” 
approximately 56 additional positions are allowed to extend the hours 
of stack and reference service during evenings and weekends, so that 
researchers otherwise occupied during the day may take advantage of 
the rich research materials in the Library of Congress; to augment the 
staff of the Science and Technology Division so that better service 
may be rendered to the science community, and to strengthen the 
administrative department. 

For the Copyright Office, the committee recommends an appro- 
priation of $1,450,000 which is an increase of $52,744 over the current 
year appropriation. This sum will finance an additional seven posi- 
tions to handle the increase in the number of registrations. Receipts 
from copyright fees when combined with the estimated value of free 
copyright deposits, which are placed in the general collections of the 
Library, have exceeded operating costs for many years. 


GOVERNMENT PRINTING OFFICE 


CONGRESSIONAL PRINTING AND BINDING 


For congressional printing and binding, the committee concurs in the 
action of the House and recommends an appropriation of $11,500,000, 
the amount of the budget estimate and an increase of $800,000 over 
the appropriations for the current fiscal year. These funds are re- 
quired to pay for the cost of printing and binding required for the use 
of Congress; for the printing, binding, and distribution of the Federal 
Register; and for printing and binding supplements to the Code of 
Federal Regulations. 


SUPERINTENDENT OF DocuMENTS 


An appropriation of $3,520,350 is recommended for “Salaries and 
expenses of the Superintendent of Documents,”’ which is the amount of 
the budget estimate and the amount of the House bill. The primary 
function of the Office and the only one which produces revenue is the 
sale of U.S. Government publications. Acquisition costs are paid 
from sales receipts and each fiscal year receipts received in excess of 
the cost of publications purchased for sale are turned into the Treasury 
as miscellaneous receipts. This amount has steadily increased, and 
last year the earnings reached $3,142,099. 
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Calendar No. 392 


86TH CONGRESS I) SENATE [ { | Report 


1st Session No. 399 





PROVIDING GRANDFATHER RIGHTS FOR CERTAIN 
ALASKAN CARRIERS SUBJECT TO REGULATION UNDER 
THE INTERSTATE COMMERCE ACT 


June 16, 1959.—Ordered to be printed 


Mr. Bartvett, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


(To accompany 8S. 1509] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1509) to amend the Interstate Commerce Act, as 
amended, to provide “grandfather” rights for certain motor carriers 
and freight forwarders operating in interstate or foreign commerce 
within Alaska and between Alaska and the other States of the United 
States, and for certain water carriers operating within Alaska, and 
for other purposes, having considered the same, report favorabl 
thereon with amendments and recommend that the bill, as amended, 
do pass. 

I. INTRODUCTION 


The purpose of this bill is to provide for rights to carriers to continue 
the operation of previously unregulated transportation service brought 
under the provisions of the Interstate Commerce Act as a result of the 
admission of Alaska to the Union. The procedure is known as the 
granting of “grandfather rights.” 

The proposal to extend such grandfather rights was incorporated in 
S. 1509, introduced at the request of the Interstate Commerce Com- 
mission. Public hearings were held by the full committee. 


Il. GRANDFATHER RIGHTS CUSTOMARILY GRANTED TO CARRIERS 
BROUGHT UNDER REGULATION 


Application of a so-called grandfather clause has been many times 
recognized by Congress. Grandfather rights have been extended to 


carriers upon passage of the following amendments to the Interstate 
Commerce Act: 
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1. Motor Carrier Act, 1935 (49 U.S.C. 301 et seq., pt. II, Interstate 
Commerce Act): Provided grandfather rights for common and con- 
tract motor carriers by provisions now appearing in sections 206(a) (1) 
and 209(a)(1) of the Interstate Commerce Act. 

2. Water Carrier Act, 1940 (49 U.S.C. 901 et seq., pt. ITT, Interstate 
Commerce Act): Provided grandfather rights for common and con- 
tract water carriers in sections 309(a) and 309(f) of the Interstate 
Commerce Act. 

3. Freight Forwarder Act, 1942 (49 U.S.C. 1001 et seq., pt. IV, 
Interstate Commerce Act): Did not include the usual grandfather 
clause, but section 410 of the Interstate Commerce Act allowed exist- 
ing freight forwarders to continue operation until otherwise ordered 
by the Commission provided application was filed within 120 days. 

4. Act of September 1, 1950, amended definition of foreign com- 
merce in section 203(a)(11) of the Interstate Commerce Act to include 
traffic to and from Territories: Grandfather rights affected common 
and contract carriers provided respectively in section 206(a) (2) and 
(3), and section 209(a) (2) and (3) of the Interstate Commerce Act. 

5. Amendment of August 22, 1957, restricted the motor contract 
carrier definition in section 203(a)(15) of the Interstate Commerce 
Act: Grandfather rights to certificates in lieu of permits provided by 
added section 212(e) of the act. 

6. Transportation Act of 1958 (sec. 7 (b) and (c) of Public Law 
85-625) amended section 203(b)(6) of the Interstate Commerce Act 
and accorded grandfather rights to common or contract motor car- 
riers made subject to regulation by revision of the agricultural com- 
modity exemption contained in section 203(b) (6). 


Ill. PROVISIONS OF THE BILL 


The recommendation of your committee follows the customary pat- 
tern of awarding grandfather rights with respect to extension of regu- 
lation under the Interstate Commerce Act. 

S. 1509 would provide grandfather rights for common and contract 
motor carriers and freight forwarders operating to, from, and within 
Alaska in interstate or foreign commerce, and for water carriers op- 
erating in interstate or foreign commerce within Alaska, except for 
water carriers operating between Alaskan ports over the high seas. 
These are the carriers which became subject to the Interstate Com- 
merce Commission’s jurisdiction upon the advent of Alaska statehood. 
It should be noted that water carriers operating between ports in 
Alaska and ports in the continental United States were retained under 
the jurisdiction of the Federal Maritime Board (sec. 27(b) of the 
Alaska Statehood Act). 

Under the 1950 amendment to part II of the Interstate Commerce 
Act, which amended the definition of foreign commerce, the Commis- 
sion was given jurisdiction over transportation by motor vehicle in 
commerce between places in the United States and places in its Terri- 
tories or possessions, but this jurisdiction was limited to reyulatin 
such transportation to the extent that it takes place within the Unite 
States. 

The 1950 amendments also gave to all holders of existing certificates 
or permits authority to handle traffic destined to or originating in 
territories or possessions. In view of this, two different types of 
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motor-carrier grandfather clauses are provided in the bill. Under one, 
carriers holding certificates or permits for operation within the 48 
States would have their operating rights extended to include service 
to such areas or points in Alaska which they in fact served prior to 
statehood on the grandfather date, 

The other type of grandfather clause would apply to carriers 
operating within Alaska in interstate and foreign commerce and 
follows the general pattern of previous provisions. (ienerally in the 
past the presentation of proof by the carrier was required as to the 
areas served, the routes traveled, and the commodities transported. 
Both types provided in this bill are more liberal as to routes used, 
points served, etc., than such previous provisions. 

At this point the committee calls attention to its comments con- 
tained in the report on the Transportation Act of 1958 (Rept. 1647, 
85th Cong., pp. 12-13) on the handling of grandfather rights by the 
Interstate Commerce Commission under the Motor Carrier Act of 
1935: 


As an outgrowth of grandfather certificates granted 
pursuant to this legislation, there are many kinds, types, 
and descriptions of certificates and operating rights, many 
of them restrictive and uneconomic. Where such operations 
prevent full loading and return loads, regulation promotes 
waste. 

When public convenience and necessity is narrowly con- 
strued, as it was by the ICC in granting these grandfather 
rights, common carriers, both regular and irregular route, 
are permitted to transport only specific commodities. The 
commodity descriptions in carrier certificates have little 
uniformity, are confusing and instigate protracted pro- 
ceedings on interpretation of the language. Sometimes they 
are limited to intended use, such as, “commodities to be 
used in a drugstore,” or “grocery store,” causing innocent 
as well as deliberate violations. Many motor carriers have 
accumulated certificates, as many as 200, piece by piece, 
some of which cover varying commodities and run into 
overlapping territories. In such instances local terminal 
managers themselves find difficulty in interpreting and 
complying with certificated authority. Loose compliance 
results. The Commission and its staff spends a dispro- 
portionate amount of time struggling with the details of this 
situation. 


In accordance with this statement, the Commission is enjoined to 
follow the spirit set forth in the above statement in the Transportation 
Act of 1958. It is known that many of the motor carriers that have 
been ready, willing, and able to serve large areas in Alaska have not 
received business because sufficient economic development has not 
taken place in the Territory to produce the necessary traffic. In 
awarding grandfather rights the Commission should allow rights that 
will foster the establishment of economic motor carrier operations 
that, in turn, will foster the development of the new State. 

Except for seasonal operations or interruptions to service over which 
the carrier had no control, the critical date recommended in the bill 
is August 26, 1958, the date on which the people of Alaska voted in 
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favor of statehood. No interim rights are provided for those who 
may have instituted operations after the critical date since no carrier, 
even those who would qualify under these proposed grandfather 
a could lawfully operate after the date of admission to state- 
ood, January 3, 1959, without temporary or permanent authority 
granted under existing provisions of the Interstate Commerce Act. 

In this connection it should be noted that a rulemaking proceeding 
is now pending before the Commission to determine whether a certifi- 
cate or permit issued prior to the admission of Alaska as a State, 
authorizing, for example, the holder to serve “all points in the United 
States,” would, after admission of Alaska, authorize the holder to 
serve all points in Alaska. A cutoff date of July 1, 1959, for the filing 
of applications is provided in the bill. 

S. 1509 would clarify the status of motor carriers operating between 
points in Alaska and the other States through Canada by providing 
that application of part II of the act shall not include any requirement 
as to conduct in a foreign country which is contrary to a requirement 
of such foreign country, but shall include as a condition to engaging 
in such operations within the United States, the observance, as to the 
entire service, of the rate provisions of part II pertaining to such 
transportation. 

The last section of S. 1509 would authorize freight forwarders to use 
the services of the Alaska Railroad and water common carriers operat- 
ing between ports in Alaska and other U.S. ports, and between ports 
in Alaska over the high seas. Freight forwarders cannot utilize the 
services of such carriers under existing law. 


IV. AMENDMENTS TO THE BILL 


After careful consideration, your committee recommends that a 
number of necessary amendments be made to S. 1509 as developed 
from the testimony at this and previous hearings on the same subject. 

1. Generally the bill would provide that grandfather rights would 
accrue under the following conditions: That the carrier be in opera- 
tion on August 26, 1958, plus the requirement of operating in Alaska 
since that time or, if engaged in furnishing seasonal service only, was 
engaged in such operation in 1958 during the season ordinarily covered 
by its operations, and such operations have not been discontinued 
except by interruption of service over which the carrier had no control. 
The date proposed by the ICC is the date of the vote on ratification 
of statehood. The committee feels that a more realistic date of May 
15, 1958, is indicated and necessary. 

Also, the cutoff date for filing applications under the grandfather 
provisions should be changed from July 1, 1959, to December 31, 
1959. 

2. Attention of the committee has been called to the fact that there 
has existed in Alaska the Alaska Bus Commission from which common 
carriers of passengers were required by law to obtain certificates for 
their operations on the highways of Alaska. An amendment has been 
provided to the bill to require an additional showing by motor vehicle 
common carriers of passengers, of compliance with the provisions of 
the Alaska Territorial law as a condition precedent to the issuance of 
a grandfather certificate. 
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3. Your committee has noted the manner in which motor carriers, 
in conjunction with water and rail lines, have provided the shipping 
public a through bill of lading, a single-factor through rate, and single 
carrier responsibility from store door in Seattle to store door in 
Alaska, by utilizing the three separate modes of transportation— 
truck, steamship, and railroad. 

Your committee is of the opinion that such service should be con- 
tinued and in order to accomplish this recommends adding a new 
section to the bill. This new section would make it clear that motor 
carriers that do not operate vessels but do enter into agreements 
under section 15 of the Shipping Act of 1916 (46 U.S.C. 814) as 
common carriers by water with steamship companies so as to estab- 
lish single factor through rates in their own name for movements 
between U.S. ports and Alaska ports are not freight forwarders 
subject to part [V of the Interstate Commerce Act. 

To place such carriers in the category of a freight forwarder would 

reclude their operations since it would prevent the continuation of the 
joint rates and interchange between land and water carriers. There- 
fore, your committee recommends providing for the continuation of 
the nonvessel common carrier by water operations carried on by 
motor carriers by placing jurisdiction over such carriers in the Federal 
Maritime Board. 

In so doing, we recognize this is not a permanent solution, because 
under present delineation of jurisdiction as between the Interstate 
Commerce Commission and the Federal Maritime Board, there is 
no provision for establishment of through service and joint rates so 
that truck, rail, and steamship lines could publish through single- 
factor rates for movement between points in the contiguous 48 
States and Alaska. The committee realizes that a permanent solu- 
tion is necessary but has not yet reached a determination as to the 
ono method by which such can be attained as will be noted 

ereafter. 

To preserve the status of motor carriers operating as nonvessel 
common carriers by water under the jurisdiction of the Federal Mari- 
time Board, it is proposed to add a new section 8 to S. 1509 that would 
amend section 303(e) of the Interstate Commerce Act by addition of 
a new subsection (3) to read as follows: 


(3) Notwithstanding any other provision of this Act, any 
common carrier by motor vehicle which was engaged also in 
operations between the United States and Alaska as a com- 
mon carrier by water subject to regulation by the Federal 
Maritime Board under the Shipping Act of 1916, as amended, 
and the Intercoastal Shipping Act of 1933, as amended, prior 
to January 3, 1959, and has so operated since that time, shall 
as to such operations, remain subject to the jurisdiction of 
the Federal Maritime Board. 


4. Section 6 of the bill would amend section 410(a) of part IV of the 
Interstate Commerce Act by the addition of a new paragraph (2) 
that would grant grandfather rights for freight forwarders that have 

rovided service within Alaska or between Alaska and points in other 
tates and have continued to do so. 

After hearing testimony from a witness representing the freight for- 
warding industry, the bill was amended so as to confer grandfather 
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rights on freight forwarders whether they were operating on the critical 
date in the conventional manner described as freight forwarding in 
part IV of the act, or were operating in conjunction with other carriers 
to provide service to or from Alaska. As the witness pointed out, 
there was no requirement prior to the admission of Alaska as a State 
that freight forwarders operate in the manner described in part IV 
of the act except insofar as the transportation took place within the 
United States. The new section, as amended, would protect the right 
of freight forwarders to continue to serve Alaska irrespective of the 
method by which such service was provided in the past. 

Another recommended amendment strikes out the parenthetical 
phrase in section 6 of the bill as introduced, which reads: 


(other than a person whose operations to, from, and within 
Alaska are subject to regulation by the Federal Maritime 
Board as a common carrier by water under the Shipping Act 
of 1916, as amended, and the Intercoastal Shipping Act of 
1933, as amended, but whose operations woul be those of 
freight forwarder under the Interstate Commerce Act). 


Under part IV of the act freight forwarders must provide through 
service, under a through bill of lading evidencing sin le responsibility 
from origin to destination. It was feared that the above-quoted 
phrase might have had the effect of denying grandfather rights to 
some freight forwarders because of the manner in which they have 
heretofore conducted the water portion of their transportation to 
Alaska. S. 1507, which is still before the committee, would have 
ere such a situation by providing a similar grandfather clause 
or the benefit of this type of forwarder. In striking out the exclud- 
ing phrase in section 6 of S. 1509 it is the intent of the committee 
to prorice grandfather rights to all freight forwarders that have been 
and are serving Alaska irrespective of the manner in which the water 
movement has been taking place. 

In order to reflect the changes referred to above, paragraph (2) of 
section 6 of the bill, as it purports to amend section 410(a) of the 
Interstate Commerce Act, should be amended in its entirety by delet- 
ing the engines paragraph and substituting in lieu thereof the follow- 
ing “grandfathering” provision: 


(2) Subject to the provisions of the last sentence of sub- 
section (c) of this section, if any person (or his predecessor 
in interest) was engaged in service, on May 15, 1958, between 
places in the Territory of Alaska and places in the United 
States and between places in the Territory of Alaska which 
service either would Cove been service subject to this part or 
which, in conjunction with the services of other carriers, 
resulted in the transportation of property between such places 
whether or not all of such transportation would have been 
service subject to this part, and has so operated since that 
time (or if engaged in furnishing seasonal service only, was 
engaged in such operations in the year 1958 during the 
season ordinarily covered by its operations, and such opera- 
tions have not been discontinued), except in either instance 
as to interruptions of service over which such person or his 
predecessor in interest had no control, a permit shall be issued 
authorizing such operations without further proceedings, if 
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application for such permit is made as provided herein on or 
before December 31, 1959. Pending the determination of any 
such application, the continuance of such operations without 
a permit shall be lawful. Applications for permits under this 
paragraph shall be filed with the Commission in writing, and 
in such form, contains such information, and be accompanied 
by proof of service upon such interested parties as the Com- 
mission may require. 


Vv. PROBLEMS YET TO BE RESOLVED RESPECTING JOINT RATES AND 
THROUGH ROUTES BETWEEN ALASKA AND THE CONTIGUOUS STATES 


Your committee recognizes that one of the problems yet to be 
solved is the provision for the establishment of through routes and 
joint rates covering the movements of commodities by the various 
means of transportation between points in the contiguous 48 States 
and the State of Alaska. It is essential that action be taken soon to 
allow the establishment of through rates and joint service covering 
the entire movement involved of all classes of traffic by all categories 
of carriage. 

The solution to this problem as suggested by the Interstate Com- 
merce Commission was the outright transfer of all jurisdiction over 
the water transportation involved from the Federal Maritime Board 
to the Interstate Commerce Commission. The committee is aware 
that other proposals have been made, or will shortly be submitted, 
to achieve the result desired. The committee feels that it should 
consider additional proposals, such as the creation of a joint board 
between the respective regulatory agencies, before legislation is 
recommended. 

Your committee believes that further hearings should be held before 
taking action on this particular phase of regulation of Alaska trans- 
portation. 

VI. AGENCY COMMENTS 


The Office of Civil Defense Mobilization, General Accounting Office, 
and General Services Administration had no comments to offer on 
S. 1509. 

Comments were requested of, but have not been received as yet 
from, the Department of Agriculture, the Department of Commerce, 
the Department of Defense, and the Department of Justice; however, 
the Interstate Commerce Commission and the Department of Com- 
merce appeared and testified on the bill. 


VII. CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman): 


INTERSTATE CoMMERCE AcT 


(Title 49, U.S.C.) 
Src. 206(a) 


e * * ” * * w 
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(4) Subject to the provisions of section 210, any common carrier by 
motor vehicle which, on the date this amendment takes effect, is the holder 
of a certificate or certificates described in paragraph (2) of this subsection 
or issued under paragraph (8) of this subsection or section 207(a), 
authorizing transportation by motor vehicle between places in the United 
States of passengers or property in commerce between the United States 
and the Territory of Alaska, and on May 15, 1958, 1 or its predecessor in 
interest was engaged in the transportation of passengers or property 
as a common carrier by motor vehicle between places in the United States 
and places in Alaska, and such operations have been continued since that 
time (or if engaged in furnishing seasonal service only, was engaged in 
such operations in the year 1958 during the season ordinarily covered 
by its operations, and such operations have not been discontinued), 
except in either instance as to interruptions of service over which the 
carrier or its predecessor in interest had no control, shall be issued a 
certificate authorizing transportation to or from the points or areas in 
Alaska served by it, from or to all points in the other States of the United 
States designated in the above-mentioned certificate or certificates held by 
the carrier, of passengers or the class or classes of commodities specified 
therein, to the extent that under the said certificate or certificates the carrier, 
prior to the date of admission of Alaska into the Union, was authorized 
to perform within the States all transportation required for through motor 
vehicle transportation by the carrier to or from places in the Territory of 
Alaska, without requiring further proof that public convenience and 
necessity will be served thereby and without further proceedings, if applica- 
tion for such certificate is made to the Commission as provided herein on 
or before December 31, 1959. Pending the determination of such appli- 
cation, the continuance of such operations without a certificate shall be 
lawful. Applications for certificates under this paragraph shall be made 
in writing to the Commission and shall be in such form and contain such 
information and be accompanied by proof of service upon such interested 
parties as shall be renee | by the Commission. 

(5) Subject to the provisions of section 210, if any person (or his 
predecessor in interest) was in operation on May 15, 1958, over any 
route or routes, or in any area or areas, as a common carrier engaged in 
the transportation in interstate or foreign commerce ef passengers or prop- 
erty by motor vehicle between places in the Territory of Alaska, and ede 80 
operated in Alaska since that time (or if engaged in furnishing seasonal 
service only, was engaged in such operation in the year 1958 during the 
season ordinarily covered by its operations, and such operations have not 
been discontinued) except in either instance as to interruptions of service 
over which such person or his predecessor in interest had no control, a 
certificate shall be issued authorizing such operations without requiring 
further proof that public convenience and necessity will be served thereby, 
and without further proceeding, if application for such certificate is 
as provided herein on or before December 31, 1959: Provided, however, that 
common carriers of passengers by motor vehicle shall as a condition 
precedent to the establishment of rights hereunder show compliance with 
the applicable acts of the Territory of Alaska, and the rules and regulations 
of the Alaska Bus Commission. Pending the determination of any such 
application, the continuance of such operation without a certificate shall 
be lawful. Applications for certificates under this paragraph shall be 
made to the Commission in writing, and in such form, contain such 


—————EE—E——— = 
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information, and be accompanied by proof of service upon such interested 
parties as the Commission shall require. 

Src. 209(a) 

* « * * * & * 

(4) Subject to the provisions of section 210, any contract carrier by 
motor vehicle which, on the date this amendment takes effect, is the holder 
of a permit or permits described in paragraph (2) of this subsection or 
issued under paragraph (8) of this subsection or under section 209(b), 
authorizing transportation by motor vehicle between places in the United 
States of anes or property in commerce between the United States 
and the Territory of Alaska, and on May 15, 1958, it or its predecessor 
in interest was engaged in the transportation of passengers or property as 
a contract carrier by motor vehicle between places in the United States 
and places in Alaska, and such operations have been continued since that 
time (or if engaged in the furnishing of seasonal service only, was engaged 
in such operations in the year 1958 during the season ordinarily covered 
by its operations, and such operations have not been discontinued), except 
in either instance as to interruptions of service over which the carrier or its 
predecessor in interest had no control, shall be issued a permit authorizing 
transportation to or from the points or areas in Alaska served by it, from 
or to all points in the other States of the United States designated in the 
above-mentioned permit or permits held by the carrier, of passengers or 
the class or classes of commodities specified therein, to the extent that 
under the said permit or permits the carrier, prior to the date of admission 
of Alaska into the Union, was authorized to perform within the United 
States all transportation required for through motor vehicle transportation 
by the carrier to or from places in the Territory of Alaska, without further 
proceedings, if application for such permit is made to the Commission as 
provided herein on or before December 31,1959. Pending the determina- 
tion of such application, the continuance of such operation without a 
permit shall be lawful. Applications for permits under this paragraph 
shall be made in writing to the Commission and shall be in such form and 
contain such information and be accompanied by proof of service upon such 
interested parties as shall be required . the Commission. 

(5) Subject to the provisions of section 210, if any person (or his pre- 
decessor in interest) was in operation on May 15, 1958, over any route or 
routes, or in any area or areas, as a contract carrier engaged in the trans- 
portation in interstate or foreign commerce of passengers or property by 
motor vehicle between places in the Territory of Alaska, and so oper- 
ated in Alaska since that time (or if engaged in furnishing seasonal 
service only, was engaged in such operations in the year 1958 during the 
season ordinarily covered by its operations, and such operations have 
not been discontinued), except in either instance as to interruptions of 
service over which such person or his predecessor in interest co no con- 
trol, a permit shall be issued authorizing such operations without further 
proceedings, if application for such permit is made as provided herein on 
or before oun 81, 1959. Pending the determination of any such 
application, the continuance of such operation without a permit shall be 
aa Applications for permits under this paragraph shall be made 
to the Commission in writing, and in such form, contain such information, 
and be accompanied by proof of service upon such interested parties as 

Commission shall require. 
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Src. 203(a) 


* * * * * * * 


(10) The term “interstate commerce” means commerce between 
any place in a State and any place in another State or between places 
in the same State through another State, whether such commerce 
moves wholly by motor vehicle or partly by motor vehicle and partly 
by rail, express, or water[[.J: Provided, That to the extent that such 
transportation in “interstate commerce’’ between points in Alaska and 
points in other States is performed within a foreign country, the applica- 
tion of this part shall not include any requirement as to conduct 1n such 
foreign country which is in conflict with a requirement of such foreign 
country, but shall include as a condition to engaging in such operations 
within the jurisdiction of the United States, the observance, as to the 
entire service, of the requirements of this part with respect to rates, fares, 
charges, and practices pertaining to such transportation. 

Src. 309(a) 

* 


* * * * *~ * 


* * * Any person, not included within the provisions of the fore- 
going proviso, who is engaged in transportation as a common carrier 
by water when this section takes effect may continue such operation 
for a period of one hundred and twenty days thereafter without a 
certificate, and, if application for such certificate is made to the Com- 
mission within such period, the continuance of such operation shall 
be lawful pending determination of such application[.]: Provided 
further, That, subject to the provisions of section 310, if any person (or 
his predecessor in interest) was in operation on May 15, 1958, over any 
inland waterway, other than the high seas, as a common carrier by water, 
in interstate or foreign commerce, between points in the Territory of 
Alaska, and has so operated in Alaska since that time (or if engaged in 
furnishing seasonal service only, was engaged in such operations in the 
year 1958 during the season ordinarily covered by its operations, and 
such operations have not been discontinued), except in either instance as 
to interruptions of service over which such person or his predecessor in 
interest had no control, a certificate shall be issued authorizing such oper- 
ations without requiring further proof that public convenience and neces- 
sity will be served thereby, and without further proceedings, if application 
for such certifieate is made as provided herein on or before December 31, 
1959. Pending the determination of any such application, the con- 
tinuance of such operations without a certificate shall be lawful. Appli- 
cations for certificates under this proviso shall be filed with the Commission 
in writing, and in such form, contain such information, and be accom- 
panied by proof of service upon such interested parties as the Commission 
shall require.” 

Sec. 309(f) 


* * * * * * * 


* * * Any person, not included within the provision of the fore- 
going proviso, who is engaged in transportation as a contract carrier 
y water when this section takes effect may continue such operation 
for a period of one hundred and twenty days thereafter without a 
permit, and, if application for such permit is made to the Commission 
within such period, the continuance of such operation shall be lawful 
pending the determination of such application[,,]: Provided further, 
That subject to the provisions of section 310, if any person (or his predeces- 





GRANDFATHER RIGHTS FOR CERTAIN ALASKAN CARRIERS 1l 


sor in interest) was in operation on May 15, 1958, over any inland water- 
way, other than the high seas, as a contract carrier by water, in interstate 
or foreign commerce, between points in the Territory of Alaska, and has 
so operated in Alaska since that time (or if engaged in furnishing seasonal 
service only, was engaged in such operations in the year 1958 during the 
season ordinarily covered by its operations, and such operations have 
not been discontinued), except in either instance as to interruptions of serv- 
ice over which such person or his predecessor in interest had no control, 
a permit shall be issued authorizing such operations, without further 

oceedings, if application for such permit is made as provided herein 
Eres December 31, 1959. Pending the determination of such applica- 
tion, the continuance of such operations without a permit shall be lawful. 
Applications for permits under this proviso shall be filed:with the Com- 
mission in writing, and in such form, contain such formation, and be 
accompanied by proof of service upon such interested parties as the 
Commission shall require. 

Sec. 410(a) 


* * ” * * * a 


(a)(1) No person shall engage in service subject to this part unless 
such person holds a permit, issued by the Commission, * * * 

(2) Subject to the provisions of the last sentence of subsection (c) of 
this section, if any person (or his predecessor in interest) was engaged 
in service on May 15, 1958, between places in the Territory of Alaska 
and places in the United States, and between places in the Territory of 
Fitba which service either would have been subject to this part or which, 
in conjunction with the services of other carriers, resulted in the trans- 
portation of property between such places whether or not all of such 
transportation would have been service subject to this part, and has so 
operated since that time (or if engaged in furnishing seasonal service 
only, was engaged in such operations in the year 1958 during the season 
ordinarily covered by its operations, and such operations have not been 
discontinued), except in either instance as to interruptions of service over 
which such person or his predecessor in interest had no control, a permit 
shall be issued authorizing such operations without further proceedings 
ooo for such permit is made as provided herein on or before 

ecember 31, 1959. Pending the determination of any such applica- 
tion, the continuance of such operations without a permit shall be lawful. 
Applications for permits under this paragraph shall be filed with the 
Commission in writing, and in such form, contain such information, 
and be accompanied by proof of service upon such interested parties as 
the Commission shall require. 

Sec. 418 


* * * * * * x 


It shall be unlawful, except in the performance within terminal 
areas of transfer, collection, or delivery services, for freight forwarders 
to employ or utilize the instrumentalities or services of any carriers 
other than common carriers by railroad, motor vehicle, or water, sub- 
ject to this Act; express companies subject to this Act; air carriers sub- 
ject to the Civil Aeronautics Act of 1938, as amended; common car- 
riers by motor vehicle engaged in transportation exempted under the 
provisions of section 203(b) (7a) of this Act; common carriers by motor 
vehicle exempted under the provisions of section 204(a)(4a) of this 
Act; [or] [common carriers by water engaged in transportation 
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exempted under the provisions of section 303(b) of this Act[[.]: the 
Alaska Railroad; or common carriers by water operating between Alaskan 
ports, and between those ports and other ports mn the United States. 

Src. 303(e) 

* * * * * od * 

(3) Notwithstanding any other provision of this Act, any common 
carrier by motor vehicle which was engaged also in operations between 
the United States and Alaska as a commen carrier by water subject to 
regulation by the Federal Maritime Board under the Shipping Act | 
1916, as amended, and the Intercoastal Shipping Act of 1933, as amended, 
prior to January 3, 1959, and has so operated since that time, shall as to 
such operations, remain subject to the jurisdiction of the Federal Mari- 
time Board. 

O 
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EXTENDING CERTAIN TRAINEESHIP PROVISIONS OF 
THE HEALTH AMENDMENTS ACT OF 1956 





June 17, 1959.—Ordered to be printed 





Mr. Hitt, from the Committee on Laber and Public Welfare, sub- 
mitted the following 


REPORT 


[To accompany 8S. 731] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 731) providing for the extension of certain traineeship 
provisions of the Health Amendments Act of 1956, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


BACKGROUND 


In 1956, the Congress established two new and important programs 
in the field of health services. One of these was a program for the 
graduate training of professional public health personnel; the other 
was a program for the advanced training of professional nurses. At 
that time, the Committee on Labor and Public Welfare pointed out 
that from a high of over 900 persons trained in public health in 1947, 
there had been a drop to only 400 persons trained in 1955. This 
decline was even more disturbing for it occurred in the face of a greatly 
increased demand for personnel trained to cope with the health prob- 
lems of our growing population, to put new research discoveries into 
operation and to resolve new problems in the field of public health 
such as those involving air pollution and the disposal of radioactive 
waste products. 

At the same time, the committee reported that the Nation was faced 
by an acute shortage of nurses qualified by advanced training to fill 
key administrative and supervisory positions in over 6,000 hospitals 
gor. ,$,000 public health nursing agencies located throughout the 

ation. 

The programs recommended in 1956 to help cope with these situ- 
ations were limited to 3 years, and during that time the Surgeon 
General was required to call conferences broadly representative of the 
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groups interested in and informed about the training of public health 
and nursing personnel. The conferees were Saat with the respon- 
sibility of carefully reviewing the effectiveness of the traineeship pro- 
grams, evaluating their worth and recommending to the Congress as 
to the desirability of continuing, modifying or abolishing the trainee- 
ship programs. Those conferences have been held. Each conference 
proup has reported its findings and recommendations to the Congress. 

he conferees unanimously declared that the programs have proved 
most effective, have brought a halt to the decline in the numbers of 
people seeking advanced training in these essential fields and have 
initiated a reversal of that trend. They were unanimous in recom- 
mending that the programs be continued. The conferees expressed 
the hope that in view of the demonstrated values of the programs to 
the country, the Congress would be prompt to extend them. 

Under these programs more than 1,000 individuals were trained in 
public health during the fiscal years of 1957 and 1958. More than 
1,800 graduate nurses have received advanced training. Despite 
these fine results, however, because of our increasing population and 
because of the emergence of new problems, we are not only not keeping 
pace with the constantly expanding need for such highly trained per- 
sonnel, but we are even losing ground. The committee believes, 
therefore, that these programs must be continued. For these reasons 
the committee unanimously recommends the passage of S. 731 which 
would extend the life of each of these programs for 5 years. 


THE BILL 


Titles I and II of Public Law 911 of the 84th Congress, which pro- 
vide for the graduate training of professional public health personnel 
and for the advanced training of professional nurses, expire on June 30, 
1959. S.731 simply extends the life of these two programs to June 30, 
1964. 

The bill follows the pattern of the original legislation in requiring 
the Surgeon General to call conferences broadly representative of the 
professional and training groups interested in and informed about the 
training of professional public health personnel and those interested 
in and informed about the advanced training of professional nurses. 
Again as in the case of the original legislation, the Surgeon General is 
required to submit reports on those conferences to the Congress. 

he committee gave consideration to the recommendation of the 
Department of Health, Education, and Welfare that those provisions 
of the bill calling for a conference in each field and a report thereon to 
the Congress be set forth in the form of an authorization rather than a 
requirement. We are of the opinion that the Congress should have 
the advice and guidance of outside experts with respect to the desira- 
bility of continuing, strengthening, or otherwise modifying the 
programs in the light of such new developments as may occur or of 
such new knowledge as experience may confer. 

The bill calls for the holding of a conference on such program 
between June 30 and December 1, 1963, and it requires the Surgeon 
General of the U.S. Public Health Service to submit to the Congress 
a report on each conference on or before January 1, 1964. The bill 
specifies a 5-month period in which to hold these conferences only 
because currently unforeseeable conditions might make it impossible 
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or impracticable to call conferences in June of 1963. The committee 
expects that, in the absence of such conditions, the conferences will 
be held as soon as possible after June 30, 1963, and the reports thereon 
will be promptly transmitted to the Congress so as to permit ample 
time for consideration of the reports prior to the meeting of the Con- 
gress in January 1964. 


ADMINISTRATION OF THE PROGRAM FOR ADVANCED TRAINING OF 
PROFESSIONAL NURSES 


In the committee’s report on the Health Amendments Act of 1956, 
equal stress was placed on the need for qualified nurse educators on 
the one hand and on the need for nurse administrators and super- 
visors on the other. The committee expressly declared its awareness 
of the acute shortage of hospital personnel properly trained to hold 
administrative and supervisory positions in hospital nursing and 
assumed that in the operation of the program emphasis would be 

laced on types of traineeships calculated to relieve these shortages 
in the most effective manner possible. The committee did not intend 
that traineeships shall be awarded only to students taking courses 
which award academic credits for a degree. We note, however, that 
under the program to date the great majority of traineeships have 
gone to students enrolled in courses leading to a master’s degree and 
a few to students completing work leading to a baccalaureate degree. 
We had expected that a considerable part of the funds appropriated 
would be used to finance traineeships in short, noncredit granting, 
courses of from 1 to 6 months’ duration, which would qualify nurses 
to fill certain supervisory and administrative positions in hospitals. 
The committee believes that if proper emphasis is placed on short- 
term traineeships, the funds appropriated will aid many more indi- 
viduals, thereby doing more to meet immediately pressing problems 
relating to shortages of supervisory and administrative personnel than 
can be done through granting traineeships only to students enrolled 
in courses leading to bachelors’ or to more advanced degrees. 

The committee hopes the Public Health Service will provide the 
leadership needed to stimulate the development of short-term courses 
and to encourage participation in such courses by making trainee- 
ships available to nurses enrolled in such short courses whether 
offered by academic schools of nursing, by hospital schools of nurs- 
ing or by a combination of institutions. Use of funds for such courses 
will serve one of the principal purposes of this legislation, namely, to 
provide as many nurse administrators and supervisors as possible and 
to do so as soon as possible. 

In this connection, we have read with interest recommendation No. 
8 made by the Evaluation Conference on the Professional Nurse 
Traineeship Program to the Surgeon General. The conference rec- 
ommended— 


That, under the existing statute, if funds are available, 
traineeship grants be provided for short-term institutes in 
administration and supervision for personnel now employed 
in these specialties. 


lhe committee believes that traineeship grants for participation in 
short-term institutes should be one of the major aims of the program. 
It believes as well, that such traineeships should be given not only to 
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personnel now employed in these specialities but also to such other 
nurses as may qualify for training in administrative or supervisory 
capacities. 

he American Hospital Association, the Association of State and 
Territorial Directors of Public Health Nursing, and the American 
Public Health Association have endorsed the Bill The committee 
has received many communications favoring its passage. We have 
received no communications expressing opposition. 


DEPARTMENTAL REPORTS 


DeparRTMENT oF Heattu, EpucatTion, AND WELFARE, 
May 27, 1959. 
Hon. Lister Hui, 
Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 


Dear Mr. Cuatrman: This letter is in response to your request of 
January 29, 1959, for a report on S. 731, a bill to extend certain trainee- 
ship provisions of the Health Amendments Act of 1956. 

This bill would provide for a 5-year extension through June 30, 
1964, of the traineeship programs for graduate or specialized public 
health training and for advanced training of professional nurses cur- 
rently authorized by sections 306 and 307 of the Public Health Service 
Act. In addition, the bill would require the Surgeon General to call 
between June 30 and December 1, 1963, a special conference to 
evaluate the public health traineeship program and a similar con- 
ference to evaluate the program for advanced training of professional 
nurses. The Surgeon Goel would be required to submit to the 
Congress by January 1, 1964, reports of these conferences including 
any conference recommendations relating to the limitation, extension, 
or modification of the two programs. 

The President’s budget message, transmitted to the Congress on 
January 19, recommended continuation of the current traineeship 
programs for graduate or specialized public health training and for 
advanced training of professional nurses, which would otherwise ex- 
pire on June 30 of this year. Both of these programs have proved 
successful in increasing the number of individuals being trained in 
these important health fields and in encouraging the recruitment of 
personnel. There still remain, however, serious deficiencies in the 
numbers of adequately trained professional public health personnel 
and of professional nurses with advanced training in administration, 
supervision, and teaching to meet the current and future staffing needs 
of public health services, and hospitals and schools of nursing in the 
United States. Extension of both programs has been strongly recom- 
mended by the respective satienal’ evaluation conferences called by 
the Surgeon General last summer in accordance with the provisions of 
sections 306(e) and 307(e) of the Public Health Service Act. 

The only provisions of the bill about which we have some reserva- 
tion are those that require special program evaluation conferences to 
be convened between June 30 and December 1 of 1963. In view of the 
short time span between the last such conferences and those required 
in the proposed amendments, we question the desirability of including 
such a mandatory requirement in this extension legislation. Unless 
major issues of policy should arise, it would seem likely that the 
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question of subsequent program extension or modification could be 
resolved with less formal or elaborate means of obtaining the views of 
interested groups and agencies. If such provisions are included in 
the extension legislation, we believe they should be in the form of an 
authorization, rather than a mandatory requirement. 

We recommend the early enactment of this bill inasmuch as our 
resent authority will expire on June 30 of this year. Pursuant to 

Public Law 801, 84th Congress, we are enclosing a statement of cost 
estimates and personnel requirements which would be entailed by a 
5-year extension of these programs. 

The Bureau of the Budget advises that enactment of legislation to 
rovide an extension of the programs for graduate training of public 
ealth personnel and for training of professional nurses would be in 

accord with the program of the President. 
Sincerely yours, 


——, Secretary. 
Program title |— Public health traineeships: Title 1I—Professional nurse traineeships 















Item 1960 1961 1962 1963 1964 
Appropriation requirements: 

PPrraineeships, title I. .................--..-|$2, 000, 000 |$3, 000, 000 |$3, 000, 000 | $4, 000,000 | $4, 000, 000 
EOE, WlEO Bh.ccicccncancastinndcee 6, 000, 000 | 6, 000,000 | 6,000,000 | 6,000,000 | 6,000, 000 
Personal services, title I...............-..- 90, 000 100, 000 100, 000 110, 000 110, 000 
Personal services, title IT.................. 59, 000 74, 000 76, 000 76, 000 76, 000 
| eee 50, 000 55, 000 55, 000 60, 000 60, 000 
Other objects, title IT...................... 41, 000 41, 000 44, 000 44, 000 44, 000 

i: TT Dn tenccasnmmencitinmmnsinmans 2, 140, 000 | 3,155,000 | 3,155,000 | 4,170,000 4, 170, 000 
PEE CED Dlindn cn maddaketasaidevininede 6, 100, 000 | 6,115,000 | 6,120,000 | 6,120,000 | 6, 120,000 
MS CUTE. 6 coccanadarenecneennntananies 8, 240, 000 | 9,270,000 | 9,275, 000 | 10,290,000 | 10, 290, 000 
Expenditures: ‘ 
ED, GOD L.. conncdusewbedinnavbdiad 1, 980, 000 | 2,950,000 | 2,980,000 | 3,950,000 | 3,950,000 
peNNe, CHO TE. nnccccccccsccsescesnum 6, 000, 000 | 6,000,000 | 6,000,000 | 6,000,000 | 6,000,000 
Personal services, title I.._................ 90, 000 100, 000 100, 0@0 110, 000 110, 000 
Personal services, title II._ 4 59, 000 74, 000 76, 000 76, 000 76, 000 
Other objects, title I..... 7 48, 000 52, 000 52, 000 57, 000 57, 000 
Other objects, title IT... wihed 41, 000 41, 000 44, 000 44, 000 44, 000 
TIE Tita iattinera nntnccniiaepienieininiel 2, 118, 000 | 3,102,000 | 3,132,000 | 4,117,000 | 4,117,000 
EEE MED El nah addcunstnoccacsbnhentnia 6, 100, 000 | 6,115,000 | 6, 120, 000 120, 000 6, 120, 000 
i 8, 218, 000 | 9,217,000 | 9,252,000 | 10, 237,000 | 10, 237,000 
Man-years of employment: Administrative 
Medical officer. ............-----.-...-.--- 2 3 3 3 3 
CS RTS Eee 3 3 3 3 3 
Public health program specialist. 1 1 1 1 1 
Public health analyst ._......... is 3 3 3 4 4 
Information specialist _...................- 1 1 1 1 1 
DN thik 56 nba ddenbbhinbnatdeeatnbabee 2 2 2 2 2 
Clerical assistants. ........................ 10 12 12 13 13 
ich csensnititenlicecdiiantieninisicicatalalil 22 | 25 25 | 
I i cutscenes 12 13 13 15 15 
I sida bial ita icsac ati tilda 10 12 12 12 12 





EXEcuTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGEsT, 
Washington, D.C., June 12, 1959. 
Hon. Lister Hitt, 


Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarrman: This will acknowledge your letter of 
January 29, 1959, inviting the Bureau of the Budget to comment on 
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S. 731, a bill to extend certain traineeship provisions of the Health 
Amendments Act of 1956. 

This bill would provide a 5-year extension of the traineeship pro- 
grams for graduate or specialized public health training and advanced 
training of professional nurses. It would also require the Surgeon 
General to call special conferences to evaluate these two programs and 
to submit to the Congress reports of these conferences, including 
recommendations. 

There are substantial unfilled requirements for trained personnel 
in both these categories and the President’s budget message for 1960 
recommended extension of these programs. Accordingly, such ex- 
tension would be in accord with the program of the President. How- 
ever, the Bureau of the Budget believes that it would be desirable to 
make the evaluation conferences on these two programs permissive 
rather than mandatory in view of the possibility that satisfactor 
evaluation of the two programs can very likely be achieved through 
other means. 

Sincerely yours, 
Puiturp S. Huaaes, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Pusuic Heauin Service Act 


TITLE IT]—GENERAL POWERS AND DUTIES OF PUBLIC 
HEALTH SERVICE 


~ * * * * * os 
TRAINEESHIPS FOR PROFESSIONAL PUBLIC HEALTH PERSONNEL 


Src. 306(a) There are hereby authorized to be appropriated for the 
fiscal year ending June 30, 1957, and for each of the next [two] 
seven fiscal years, such sums as the Congress may determine, to cover 
the cost of ‘traineeships for graduate or specialized training in public 
health for physicians, engineers, nurses, and other professional health 
personnel. 


* * * * * * * 


(e) The Surgeon General shall, between June 30, 1958, and Decem- 
ber 1, 1958, call a conference broadly representative of the professional 
and training groups interested in and informed about training of pro- 
fessional public health personnel, and including members of the advi- 
sory committee appointed pursuant to subsection (d), to assist him in 
appraising the effectiveness of the traineeships under this section in 
meeting the needs for trained public health personnel; in considering 
modifications in this section, if any, which may be desirable to increase 
its effectiveness; and in considering the most effective distribution of 
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responsibilities between Federal and State governments with respect 
to the administration and support of public health training. The Sur- 
geon General shall submit to the Congress, on or before January 1, 
1959, a report of such conference, including any recommendations 
by it relating to the limitation, extension, or modification of this 
section. The Surgeon General shall, between June 80, 1963, and 
December 1, 1963, call a similar conference, and shall submit to the 
Congress, on or before January 1, 1964, a report of such conference, 
including any recommendations by it relating to the limitation, extension, 
or modification of this section. 
* * * * * * * 


TRAINEESHIPS FOR ADVANCED TRAINING OF PROFESSIONAL NURSES 


Sec. 307. (a) There are hereby authorized to be appropriated for 
the fiscal year ending June 30, 1957, and for each of the next [two] 
seven fiscal years, such sums as the Congress may determine, to cover 
the cost of traineeships for the training of professional nurses to teach 
in the various fields of nurse training (including practical nurse train- 
ing) or to serve in an administrative or supervisory capacity. 

* * es x ~ * * 


(e) The Surgeon General shall, between June 30, 1958, and De- 
cember 1, 1958, call a conference broadly representative of the pro- 
fessional and training groups interested in and informed about the 
advanced training of professional nurses, and including members 
the advisory committee appointed pursuant to subsection (d), 
assist him in appraising the effectiveness of the traineeships under this 
section in meeting the needs for professional nurses in teaching, 
administrative, and supervisory positions and in considering modi- 
fications in this section, if any, which may be desirable to increase 
its effectiveness, including possible means of stimulating State par- 
ticipation in the administration and financing of advanced training 
of professional nurses through Federal matching grants to States for 
the support of traineeships or related training activities, or otherwise. 
The Surgeon General shall submit to the Congress, on or before 
January 1, 1959, a report of such conference, including any recom- 
mendations by it relating to the limitation, extension, or modification 
of this section. The Surgeon General shall, between June 30, 1963, and 
December 1, 1963, call a similar conference and shall submit to the Con- 
gress, on or before January 1, 1964, a report of such conference, includ- 
ing any recommendations by it relating to the limitation, extension, or 
modification of this section. O 
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INTERSTATE COMPACTS FOR AIRPORT DEVELOPMENT 





June 17, 1959.—Ordered to be printed 





Mr. Corron, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


[To accompany 8. 2183} 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 2183) granting the consent of Congress to inter- 
state compacts for the development or operation of airport facilities, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the hil as amended do pass. 


PURPOSE 


The purpose of the bill is to grant the consent of Congress, as re- 
quired S article 1, section 10, clause 3 of the Constitution, to inter- 
state agreements or compacts which may be entered into by two or 
more States for the purpose of developing or operating airport facil- 
ities. 

An identical provision was approved by the Senate on February 6, 
1959, as section 9 of S. 1, the bill to amend the Federal Airport Act, 
but failed of final passage when the conferees on S. 1 were unable to 
agree on other provisions of the bill. There are no known objections 
to the bill. 


NEED FOR COOPERATIVE STATE ACTION 


By virtue of their geographic location, some airports serve a region 
comprised of communities in two or more contiguous States. 

Experience has shown the desirability of planned cooperation by the 
States and by communities in those States in the development and 
operation of airport facilities which serve such an interstate region. 
Congress has previously given its consent to a specific interstate 
compact which covers interstate airport facilities in the case of the 
New York Port Authority. 
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It is important to note that the public airports of the United 
States, which collectively constitute our national system of airport 
facilities, are primarily owned and operated by State, county, or 
local governments. The Federal Government is vitally interested in 
encouraging and assisting these local authorities in order to establish 
a nationwide system of public airports adequate to meet the present 
and future needs of our rapidly expanding civil aviation commerce, 
This is the declared policy of the Federal Airport Act (49 U.S.C, 
1103). 

This policy can be promoted, among other ways, through cooper- 
tive action between the States for the development or operation of 
airports on a regional basis where to do so would effect worthwhile 
savings for both local and Federal Governments and promote the 
safety and welfare of interstate air passengers as well as facilitate 
the flow of goods and mail in interstate and foreign commerce. Air- 
port development on a regional basis whereby one field can serve 
the needs of several communities in two or more States ought to be 
encouraged. 

Because the need for interstate cooperation through compacts or 
agreements is likely to grow as our Nation’s air commerce expands, 
the committee believes it desirable to clear the way for such compacts 
by granting the consent: of Congress in advance. Moreover, such 
prior consent not only would provide a measure of encouragement but 
also would serve as an incentive to the States to take action in this 


field. 
BILL RESERVATIONS 


The committee invites attention to the fact that the bill carefully 
provides that-consent is given only to agreements or compacts “not 
in conflict with any law of the United States’ and moreover that the 
Congress expressly reserves “the right to alter, amend, or repeal this 
Act * * *.” Thus the constitutional rights and duties of the Federal 
Government would be appropriately preserved. 


SOME PRECEDENTS 


Article I, section 10, clause 3 of the Constitution of the United States 
provides as follows: 


No State shall, without the Consent of Congress, lay any 
Duty of Tonnage, keep Troops, or Ships of War in time of 
Peace, enter into any Agreement or Compact with another 
State, or with a foreign Power, or engage in War, unless 
actually invaded, or in such imminent Danger as will not 
admit of delay. 


There are a number of precedents for consent of the Congress in 
advance of the actual negotiation of interstate compacts, as proposed 
by this bill for airport development and operation. 

For example, Public Law 85-684, enacted last year, granted the 
advance consent of Congress to future State compacts for the promo- 
tion of highway traffic safety. And as long ago as 1911, under the 
so-called Weeks Act, Congress gave advance permission to the several 
States to enter into compacts or agreements for the purpose of con- 
serving forests and water supplies (36 Stat. 961, 16 U.S.C. 552). 
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Some other examples are found in the case of interstate agreements 
for the prevention of crime (4 U.S.C. 111), for tobacco production 
control (7 U.S.C. 515), park and recreational area planning (16 U.S.C. 
17m), and flood control (33 U.S.C. 701d). 


COMMITTEE AMENDMENTS 


The bill, as introduced, proposed to amend the Federal Airport Act 
(49 U.S.C. 1101 et seq.) by adding a new section at the end thereof. 

The committee amendments are merely technical changes so as to 
reframe the bill as a separate act rather than an addition to the 
Federal Airport Act. 

Thus, the committee amendments are as follows: 

Strike all of line 3, all of line 4, all of line 5, and on line 6, the 
words “Sec. 21. The”, and on line 6 in lieu thereof insert the 
words ‘‘That the’’.; 

On line 11, strike the word “‘section” and substitute the word “Act’’. 

On line 11, strike ‘‘reserved’” and substitute in lieu thereof 
“reserved.” 

AGENCY COMMENTS 


The bill involves a matter of essential congressional policy and, 
of course, has no budgetary impact. 

While time did not permit receipt of formal comments from execu- 
tive agencies of the Government, the following letter from the Federal 
Aviation Agency was received: 


FEepERAL AVIATION AGENCY, 
Washington, D.C., April 10, 1959. 
Hon. Norris Corton, 
U.S. Senate, Washington, D.C. 

Dear SenaToR Corron: You have asked for this Agency’s reaction 
to the inclusion in the conference report of a provision dealing with 
interstate compacts, similar to section 9 of S. 1-86. We are aware 
that a similar provision is not included in H.R. 1011. 

The Federal Aviation Agency would have no objection to the inclu- 
sion of a similar provision dealing with interstate compacts. 

I hope that this information will be helpful, and that you will call 
upon this Agency for any additional information you may need. 

Sincerely yours, 
James T. Pye, Acting. 
For E. R. Quesapa, Administrator, 


CHANGES IN EXISTING LAW 


There are no changes in existing law. 


O 
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PRESERVATION AND DEVELOPMENT OF THE DOMESTIC 
FLUORSPAR INDUSTRY 


June 18, 1959.—Ordered to be printed 


Mr. Attort, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 1285] 


The Senate Committee on Interior and Insular Affairs, to whom was 
referred the bill, S. 1285, to provide for the preservation and develop- 
ment of the domestic fluorspar industry, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill as amended do pass. 


BACKGROUND 


Fluorspar, described by Webster as “a transparent or translucent 
mineral of different colors, used as a flux,” is unique among the 
mineral family. Used alone it is practically without value except for 
ornamental purposes; but combined with certain other materials it 
becomes a workhorse for man “without compare.” 

Fluorspar is at present the only commercial source of fluorine. It 
is absolutely essential to the production of aluminum, steel, hydro- 
fluoric acid, and atomic energy, as well as in the production of less 
glamorous products such as freon gas, high-octane gasoline, glass, and 
enamelware. 

In the field of missiles and satellites, fluorspar and the fluorine 
derived from it are expected to play a vital role. Dr. Wernher von 
Braun, oftentimes described as ‘“‘the father of missiles,” has stated 
that “fluorine undoubtedly will be one of the ingredients of the ulti- 
mate fuel’’ used by man to conquer outer space. 

On June 2, 1959, the Senate Committee on Aeronautical and Space 
Sciences, in reporting on the current appropriations bill for the 
National Aeronautics and Space Administration, stated: 


A newer class of fuels, of significantly higher energy, has 
tested for several aes in small, experimental rockets. The 
most promising of these new fuel components are hydrogen, 
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fluorine, and hydrazine. Through the use of these newer 
fuels it will be possible to increase substantially the payload- 
carrying capacity of the present generation of large rockets, 


Dr. von Braun has publicly revealed that he and his scientists- 
associates are working on a “rocket booster more powerful than 
anything the Russians are known to have,” a unit expected to develop 
1% million pounds of thrust—“‘large enough,” he stated, ‘‘to do some 
really important work in space; and it can reasonably be expected 
that when that giant of the skies roars away into outer space the 
fuel it burns will be partly composed of fluorine. 


THE DOMESTIC FLUORSPAR INDUSTRY 


It is apparent, from testimony presented to the committee during 
hearings on S. 1285 and on other fluorspar bills and proposals the 
committee has considered during the past 3 years, that the domestic 
industry has the capacity, at the present, to produce approximately 
50 percent of the Nation’s industrial consumptive requirements of 
both acid and metallurgical grades. 

A confidential questionnaire circulated among all the principal 
users of fluorspar (with a 90-percent return of replies), in which 
the committee pledged not to reveal individual company reports 
on present consumption or estimated future consumption, reveals 
that, in the absence of a business depression and if the GNP continues 
to grow at its present rate, it can reasonably be expected that con- 
sumption will materially increase. This anticipated increase in con- 
sumption is expected to come largely from new uses and applications. 

In the meantime, however, domestic producers, almost without 
exception laying aside for a moment consideration of the captive 
mines, appear from the record to face extinction. 

The committee reiterates what it has said before in reporting 
numerous minerals bills to the Senate, that in most instances when 
mines are forced, for any reason, to close down for any long period of 
time, most of them fill with water, and in many instances their 
valuable resources are lost to the Nation forever thereafter. Dewater- 
ing a mine is a costly proposition at best. And the hazards to life and 
limb faced by the miners who reenter a pumped-out mine in which the 
timbers have rotted and the pillars collapsed are fearsome to con- 
template. 

But the cost of pumping and the hazards to life and limb faced by 
human beings are not all the story. Oftentimes the corroding ravages 
of nature on the ore body itself are so severe as to make reoperation 
economic folly. 

If the Nation is to have a continuing domestic fluorspar producing 
industry, by the very natural laws that operate in mining, the industry 
must be kept alive at some level of production until 1961 or whenever 
increases in consumption come to bring into balance world consump- 
tion with cheaply produced foreign fluorspar. The domestic indus- 
try, again by the natural laws that operate in mining, cannot close 
down and reopen mines as a bathroom faucet is turned on and off. 

It is interesting to note that Assistant Secretary Royce Hardy, of 
the Department of the Interior, in testifying before the committee 
estimated that in 1959 domestic production of fluorspar will approx- 
imate 100,000 tons of acid grade, 10,000 tons of ceramic grade, and 
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39,000 tons of metallurgical grade fluorspar. Of this total estimated 
production he stated that the captive mines would provide roughly 
75 percent with no metallurgical coming from captive mines, or a 
total of 149,000 tons of all three grades. In 1958 domestic production 
approximated 320,000 tons. 

Note is made of the fact that in recent years captive mines, chiefly 
operated by aluminum producers, have accounted for approximately 
40 to 50 percent of domestic production of acid-grade fluorspar with 
the bulk of production from independent operators going into the 
Government stockpile through various purchase programs. 

There is no captive production of metallurgical grade fluorspar in 
this country. About 50 percent of the domestic production of metal- 
lurgical grade fluorspar in recent years has been sold to the Govern- 
ment stockpile. 

All Government fluorspar purchase programs, of course, have termi- 
nated, although fluorspar remains on the barter list and foreign pro- 
ducers still have the Government stockpile availabe as a market for 
their production. 

The hearings disclosed that there is some operation by American 
industry of captive mines both domestically and out of the country. 
The out-of-country operations would appear to stem from two facts, 
(1) reputedly “richer ore bodies” and (2) foreign wage rates approxi- 
mating less than one-twelfth the wages paid the American worker. 

In this connection, during the hearings the following colloquy took 
place between Senator Allott, of the committee, and witness Walter 
Siebert, who produces fluorspar in Mexico and Canada: 


Senator Attorr. The overproduction is primarily the 
result of being able to produce fluorspar under cheap wage 
scales and cheap costs abroad and entering them into the 
American market in what amounts to an unfair competition 
with American labor. 

Mr. Serpert. I go further than that. I say that the 
foreign mines generally are higher grade mines. 


And in answer to a further question by Senator Allott as to wages 
this witness was paying mine rs in his Mexican operation, the witness 
replied, “$1 to $1.20 per day.” 


FLUORSPAR PRICES 


The task of determining the market price for fluorspar at any given 
time is most difficult and borders on the impossible. This is due to 
the f2ct that there are no reliable day-by-day market quotations such 
as is the case for most commodities, the general practice in the in- 
dustry being to sell on fairly long-term contracts ranging from 1 
to 5 years. 

Government purchase prices have ranged from $55 per ton for 
acid grade and $39.50 per ton for top quality metallurgical grade 
paid to domestic producers up to $69.26 for acid grade paid a New- 
foundland producer who also was granted a million-and-a-half-dollar 
loan to build a processing plant for his ore. 

It was interesting to the committee that this same producer, who 
testified on two different occasions before this committee in opposi- 
tion to relief for the domestic fluorspar industry, last year appeared 
before the Canadian Tariff Board and urged that Canada impose a 
$10-per-ton tariff on imports of acid-grade fluorspar. 
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COMMITTEE JURISDICTION 


Public Law 601, 79th Congress, generally referred to as the Leg 
lative Reorganization Act of 1946, provides in section 102 that mote 
relating to ‘the mineral resources of the public lands” and “minin 
interests generally” shall be referred to the Interior and Insular 
Affairs Committee. 

Section 137 of that act dealing with decisions on questions of 
committee jurisdiction declares: 


In any case in which a controversy arises as to the jurisdic- 
tion of any standing committee of the Senate with respect to 
any proposed legislation, the question of jurisdiction shall be 
decided by the presiding officer of the Senate without debate 
in favor of that committee which has jurisdiction over the subject 
matter which predominates in such proposed legislation * * * 
[Emphasis supplied.] 


The title of S. 1285 reads: 


To provide for the preservation and development of the 
domestic fluorspar industry. 


That title clearly and accurately reflects the language of intent, stated 
and implied, of the bill and likewise clearly and accurately expresses 
“the subject matter which predominates.” 

While ordinarily the Committee on Interior and Insular Affairs 
would not expect to have referred to it a bill calling for the imposition 
of import quotas as S. 1285 does, it recognizes that the subject matter 
which predominates in S. 1285 is ‘‘to provide for the preservation and 
development of the domestic fluorspar industry” and that the method 
involved is incidental to the subject matter which predominates in 
such proposed legislation. 


PURPOSE OF THE BILL 


The purpose of the bill, as pointed out above, is to provide for the 
preservation and development of the domestic fluorspar industry, and 
that purpose would be accomplished by (1) limitations on the imports 
of fluorspar and (2) price and supply protection for fluorspar con- 
sumers. 

Initially domestic producers under the committee amendment, 
would be allocated annual production of approximately 200,000 tons 
of acid grade and approximately 150,000 tons of metallurgical grade. 
Foreign production, under the committee amendment, could come in 
at the rate of about 135,000 of acid grade and 200,000 tons of metal- 
lurgical grade annually, with the two added together, that is domestic 
production plus imports, anticipated to meet normal consumption 
requirements for the first year. 

In addition, foreign surpluses of fluorspar would be absorbed through 
barter up to the average rate of imports for the years 1956-58; and im- 
porters would have their share of the domestic market increased each 
succeeding year by an amount equal to 75 percent of each year’s in- 
crease in domestic consumption until barter became unnecessary. 
Thereafter importers would receive 60 percent of the additional annual 
market provided by increased consumption. 
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Domestic independent producers and domestic captive producers 
would share the domestic allocation, both initially and in succeeding 
increases due to increased consumption. 

To assure consumers an adequate supply of fluorspar and to prevent 
runaway prices, the Secretary of the Interior, administrating officer 
called for by the bill, is authorized and directed to increase foreign 
quotas when necessary. 

The maximum price structures provided in the bill are those used for 
domestically produced fluorspar by the General Services Adminis- 
tration in its last year purchases of metallurgical grade in respect to 
that grade, and the price provided by Public Law 733 (the Govern- 
ment’s last purchase program, which terminated December 31, 1958, 
for acid grade), with $2 per ton added-as a premium for drying. 
These prices are tied into the nonferrous metals index of the Depart- 
ment of Labor, and have been in effect for the last 3 years. 

Earlier mention was made of the difficulty of accurately determining 
current market quotations. The evidence points, however, to the 
conclusion that the maximum price levels fixed in the bill, at which 
the Secretary of the Interior must permit increased imports to prevent 
runaway prices, are some 10 to 20 percent higher than prices currently 
being negotiated by foreign suppliers in their contracts with domestic 
users. 

Independent domestic producers almost unanimously agree that 
these maximum price levels, which if exceeded call for increased 
imports eas a supply and price governor, are such as to permit a 
degree of domestic production sufficient to protect the national 
security and allow a nucleus of production which could be fairly 
rapidly expanded in case of emergency. 


RESERVES 


There was considerable discussion before the committee in respect 
to domestic fluorspar reserves, particularly on the part of the import- 
export group of witnesses who testified in opposition to the bill, with 
constant citing of the figure that known reserves with an average 
grade of at least 35 percent CaF, are listed in Government publica- 
tions at 22,500,000 tons. This group of witnesses, whose livelihood 
largely depends upon commissions made on sales of foreign produced 
ore, entirely ignored the fact that there are in excess of 13% billion 
tons of known reserves of phosphate rock in this country and that 
from phosphate rock come substantial quantities of fluorine com- 
pounds and that, in addition, the Bureau of Mines is well on the road 
toward development of methods of recovery of fluorspar from com- 
plex barite-fluorite ores which also are in substantial quantity. 

In this connection, attention is called to the following colloquy 
between Senator Moss, of the committee, and Assistant Secretary 
Royce A. Hardy, of the Department of the Interior: 


Senator Moss. You do not subscribe to the testimony of 
our previous witness about our very limited resources and 
a fact that we ought to keep them in the ground and hold 
them? 

Mr. Harpy. No, sir. We in Interior do not subscribe 
to that philosophy. We have excellent examples of what 
production has done for us in the way of expanding our 
reserves, 
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EXECUTIVE DEPARTMENT REPORTS 


The executive departments, without exception, voiced opposition 
to passage of the bill. Written reports were filed and in addition 
thereto Assistant Secretaries Thomas C. Mann, of the Department 
of State, Carl F. Oechsle, of the Department of Commerce, and Royce 
A. Hardy, of the Department of the Interior personally testified. 

The opposition of the executive departments largely took the form 
of contentions that the fluorspar industry had not exhausted all of 
its administrative remedies, namely, that it should go before the 
Tariff Commission and/or the Office of Civil and Defense Mobiliza- 
tion. In this connection, the committee calls attention to the following 
facts: 

(a) No escape-clause relief can be sought from the Tariff Com- 

uission for metallurgical grade fluorspar. It is not eligible for an 

escape-clause investigation inasmuch as there has been no reduction 
or concession granted in the rate of duty for this grade of the 
commodity. 

(6) A section 332 investigation in 1954 before the Tariff Com- 
mission was followed in 1955 by an escape-clause investigation which 
terminated in a split, i.e., three to three, decision. Both of these 
investigations were directed by resolution of the Senate Finance 
Committee. Congress then enacted, with administration support, 
Publie Law 733 which called for a Government purchase program of 
fluorspar. 

(ec) In September of 1958 the industry petitioned the Tariff Com- 
mission for a second escape-clause investigation on acid grade 
fluorspar, but the Commission refused to entertain the petition on 
the grounds that the Government was still operating purchase pro- 
grams and that there would need to be considerable operating 
experience after termination of the Government purchase program 
before an investigation would be made. 

(d) In 1955 the industry petitioned the Office of Defense Mobiliza- 
tion (later became Office of Civil and Defense Mobilization) for an 
investigation under the national security amendment by that agency. 


= 


That petition is still pending, no action having been taken on it as 
of this date. 

The committee calls attention to the fact that the Government of 
the United States in recent years has been supporting in a large 
measure the economy of the world through expenditures for military 
and foreign economic aid. Such aid programs have been and con- 
tinue to be at a rate which has largely contributed to the Nation’s 
budget deficit and to the rapid growth in the national debt. These 
programs and the huge sums called for by them are a basic reason 
for it having become necessary for the executive department to ask 
congressional action to increase the ceiling on the national debt and 
to increase the interest rate on the Government’s bonds. 

The committee further points out that the high cost of producing 
minerals in the United States is due to the fact that we have a higher 
standard of living in the United States than exists in the countries 
which we are aiding, and in fact going in debt to aid. 

The Department of the Interior in its report also devoted many 
words to discussion of what it described as “the national security 
requirements for this commodity,” pointing out that the Office of 
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Civil and Defense Mobilization has existing authority to “meet this 
situation’’; i.e., ‘‘to insure an adequate supply of any commodity to 
meet mobilization requirements.”’ 

The committee feels that quite apart from considerations of national 
security, the best interest of the Nation, from the economic stand- 
point, is served by keeping alive, through all reasonable means, vital 
American industries faced with extinction because of inability to com- 
pete with foreign labor that is paid only a pittance when that wage is 
compared with wages paid American workingmen. 

Additionally, the committee feels that much more than meeting 
mobilization requirements is involved in national security. In this 
connection, the committee points out that several years ago it was 
Government policy to acquire stockpiles of critical and strategic ma- 
terials in quantities sufficient to carry on a war of 5 years’ duration. 
Subsequently, the Military Establishment and the Office of Civil and 
Defense Mobilization have decided that stockpiles of these materials 
for a war of only 3 vears’ duration are adequate. 

The committee feels that regardless of changing guesses as to how 
long any future war may last, certain levels of domestic production 
of strategic and critical materials, keeping mines open and a trained 
labor force are also necessary in the interest of national security. 

In short, it is the belief of the committee that a realistic analysis 
of the requirements of national security dictates the need for this 
legislation. But even if we lived in the safest and most peaceful of 
worlds, the economic facts of today would compel favorable consider- 
ation of this legislation. 

AMENDMENTS 


The committee adopted numerous amendments, all of them with 
the exception of two being perfecting in nature and for the purpose of 
clarification. 

The two not falling in the category of perfecting or clarifying are: 

1. On page 9, line 4, the comma after the word “shall” and the 
words “‘to the extent possible,” were stricken, making it mandatory 
rather than permissive for the Commodity Credit Corporation to 
enter into barter contracts under the Agricultural Trade Development 
and Assistance Act of 1954, as amended, for certain quantities of 
fluorspar. The intent of the legislation is that so long as the domestic 
consumption rate does not decrease, the foreign producers may ship 
into the United States annually the same quantity of fluorspar as was 
the average rate of imports of fluorspar for the years 1956-58. This 
would be accomplished by permitting the importation for consumption 
of 135,000 tons containing more than 97 percent of calcuim fluoride 
and 200,000 tons containing not more than 97 percent of calcium 
fluoride, with the difference between those stated tonnages and the 
average imports for the vears 1956-58 being made up through barter 
contracts as a means of providing stability in worldwide production. 
There would be no assurance of attaining this objective unless the 
industry could rely upon implementation of the barter feature of the 
measure. Hence the committee amended the language of the barter 
contract section to make it mandatory that the Commodity Credit 
Corporation enter into barter contracts for fluorspar. 

2. A new section (section 13) was added on page 13, setting the 
date at which the act would enter into force which provides a period 
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of 60 days after date of enactment of the legislation in which the 
President may enter into such negotiations as may be necessary to 
effect a modification or termination of any international obligations 
of the United States with which the act might conflict. 

At first glance it might appear that the action of the committee in 
striking all of the language under ‘‘Proration of quotas” on page 4 
and through line 3 on page 5 and substituting “Kstablishment and 
proration of quotas” running from line 4 on page 5 through line 6 on 
page 6, constitute a substantial change. This, however, is not the 
case in that the ratio of the domestic market allocated to domestic 
producers and to foreign producers is not affected by this language 
change. Under the provisions of the language stricken, the tonnage 
of acid-grade fluorspar allocated to the domestic producers was 200,000 
tons and of metallurgical-grade fluorspar, 125,000 tons, with the 
difference between that domestic allocation and the estimated con- 
sumptive requirements being allocated to foreign producers which 
would have resulted in an allocation for the aa vear 1959 of 
135,000 tons of acid grade and 200,000 tons of metallurgical grade to 
foreign producers. In the new language, lines 6 to 11 on page 5, the 
tonnages which the foreign producers would be allocated, namely, 
135,000 tons and 200,000 tons, are exactly the same as would have 
been their allocation under the language stricken. 

In testimony presented by the Department of the Interior during 
the hearings on the legislation, it was pointed out that under the 
language stricken the act would be extremely difficult to administer 
and that it might become necessary to make quota allocations between 
individual domestic companies. The committee feels that this objec- 
tion is met through adoption of the amendments, but in any event, 
it in no wise changes the total tonnage which may be imported. 


CONCLUSIONS 


The committee, which has long wrestled with the problem of the 
Nation’s mineral resources and how they can best be utilized, in the 
national interest, is convinced that: 

(1) We, as far as is reasonably possible, should be self-sufficient 
in respect to critical and strategic minerals; 

(2) It is good economics not to let the Nation’s mining camps 
become ghost towns; 

(3) There is just as much justification for providing an eco- 
nomic umbrella for mining and minerals, whether that economic 
umbrella be fashioned out of direct-subsidy cloth or is in the 
form of import quotas or tariffs, as there is for the subsidies paid 
the airlines, the railroads, the ocean shipping lines, the farmers, 
and the publishers of newspapers and periodicals, the latter 
through the low-postal-rate route; 

(4) The criteria which should be used in determining if govern- 
mental action is to be taken in respect to any given industry or 
commodity includes: (a) Is it in the best national interest? 
(6) Will it contribute to the overall national security? (c) What 

attern or method will accomplish the desired objective with the 
Geet cost to the taxpayers and/or consumers? 

(5) Applying the aforementioned criteria, the committee firmly 
believes that it is in the best national interest to enact S. 1285 
for the following reasons: 
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(a) While it is true that the fluorspar industry is a small one, 
on the other hand, it is a vital one, and good economics demand 
the maintenance domestically of essential extractive industries. 

(6) Maintenance of the domestic fluorspar industry will con- 
tribute to the overall national security in that it will provide the 
necessary nucleus for expanded production should the need arise 
in time of emergency, and, in addition, will also make a contribu- 
tion to the economic welfare of the Nation, such welfare being a 
necessary ingredient of a sound national security posture. 

(c) The committee from time to time has considered many 
bills and proposals designed to stimulate and develop various 
mineral resources of the Nation. Thev have varied as to method- 
ology and application, and the committee’s approach and sug- 
gested solution to the problem have likewise varied in the past. 
Such variance is reasonable in that each extractive commodity 
presents economic facets peculiar unto itself. 

After weighing all the evidence, the committee is convinced that 
the approach as provided in S. 1285, as amended, designed to save 
harmless both domestic and foreign producers, will best attain the 
objective of maintaining a domestic fluorspar industry. The cost to 
the taxpayer will be only the incidental cost of administering the pro- 
gram which will be returned many times over in taxes paid by the 
domestic producing companies and their employees, revenues which, 
incidentally, are not paid by foreign producers and their employees 
into the Treasury of the United States or any of the States. 

The maximum price feature of the bill, which calls for relaxation 
of import quotas when prices of the several grades of fluorspar exceed 
certain definite levels, fully protects the interests of the ultimate 
consumer. In this connection attention is again called to the fact 
that the quantity of fluorspar used in a ton of aluminum or a ton of 
steel is so small that the cost approaches the infinitesimal when com- 
pared with the total cost of the finished product, approximating a 
ee cost in a ton of steel of 6% cents and in a ton of aluminum 
of $2.50. 


RECOMMENDATION 


The committee urgently recommends the enactment of S. 1285, as 
amended, and reiterates that it does not call for the payment of 
subsidy payments to anyone and the only cost to the public treasury 
will be the small sum necessary to administer the program. 


REPORTS 


The executive agencies’ reports follow: 


DeEPARTMENT OF STATE, 
Washington, D.C., April 7, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 

US. Senate. 

Dear Senator Murray: Further reference is made to your letter 
of March 10, 1959, requesting a report on S. 1285, a bill to provide for 
the preservation and development of the domestic fluorspar industry. 
This bill would institute quotas for domestic production and imports. 
The basic formula would provide an annual quota for the domestic 
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industry of 200,000 tons for fluorspar containing more than 97 percent 
calcium fluoride and 125,000 tons for lower grade fluorspar ; the import 
quotas would be equivalent to the difference between the domestic 
quotas and estimates of annual domestic consumption. The effect 
of the bill would be to restrict imports, in the interest of national 
security. 

The Department is strongly opposed to the enactment of the pro- 
posed legislation. 

The Congress established a standard procedure, under section 8 of 
the Trade Agreements Extension Act of 1958, for the investigation of 
the effects on the national security of imports and for the imposition 
of import restrictions if it is determined that they are necessary to 
prevent a threat of impairment to the national security. At the pres- 
ent time the Office of Civil and Defense Mobilization is conducting 
such an investigation regarding imports of fluorspar under this pro- 
cedure. We consider that this is the best method presently available 
for a thorough, objective evaluation of the complicated issues involved 
in this type of problem. 

In addition to the above-mentioned method of dealing with the 
national security aspects of imports, there is also a procedure estab- 
lished by law which provides safeguards to domestic industries against 
injury from increased imports resulting in whole or in part from trade 
agreement concessions. Under the escape-clause provisions of the 
trade agreements legislation, the domestic industry producing fluor- 
spar containing more then 97 percent calcium fluoride may apply 
to the Tariff Commission to institute an investigation. If the Com- 
mission determines, on the basis of such an investigation, that in- 
creased imports are causing or threatening serious injury to a domestic 
industry it recommends to the President increased duties or other 
import restrictions. He has the authority to decide what action 
should be taken in the national interest. 

The restriction of imports that would result from the enactment 
of the proposed bill, in the absence of clear evidence that it is necessary 
in the interest of national security or to prevent serious injury to the 
domestic industry, would be directly contrary to the administration’s 
policy of expanding the international trade of the United States so 
as to increase our economic strength and that of our allies. The 
extent of the potential trade restriction is illustrated by the fact that 
if the legislation had been in effect during 1956-57 our average annual 
imports of fluorspar for commercial uses would have been approxi- 
mately 308,000 tons as against the actual figure of 441,000 tons. This 
would have adversely affected exports from Mexico, Italy, West 
Germany, and other countries and substantially reduced their ability 
to buy from the United States. 

There are a number of other points about the proposed legislation 
which concern us. It appears that it would be necessary to allocate 
the domestic production quotas to the various producers so as to pro- 
vide equitable treatment of the companies concerned. Thus the 
production of individual companies would be controlled by Govern- 
ment fiat rather than the free play of market influence. This arti- 
ficial restriction of competition between domestic companies, as well 
as the curtailment of imports resulting from the legislation, would 
tend to increase prices. Consequently, the competitive position of 
American industries which use fluorspar products as important raw 
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materials would be impaired. The price increases would also have a 

eneral inflationary influence. In summary, the basic features of the 
Pill appear to be directly contrary to the principles of our free enter- 
prise system, upon the strength and vitality of which we are relying to 
meet the Soviet economic challenge. 

It might be mentioned also that the provisions of the bill relating 
to the barter of surplus agricultural products under Public Law 480 in 
exchange for fluorspar from abroad would serve no useful purpose. 
Statutory authority already exists for the acquisition of fluorspar under 
the barter program, and significant quantities of fluorspar have actu- 
ally been so acquired. Furthermore, although such acquisitions 
could be increased under existing legislation, it is the judgment of the 
Department of State that an enlargement of the barter program would 
have the effect of displacing ordinary commercial exports of farm 
products by the United States and by certain foreign countries whose 
economic strength is important to the United States. Finally any 
acquisition of additional supplies of fluorspar by the Government 
under the barter program would tend to aggravate the future problem 
of disposing of the Government’s surplus holdings without causing 
injury to domestic and foreign producers. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wituiam B. Macomper, Jr., 
Assistant Secretary 
(For the Acting Secretary of State). 


EXECUTIVE OFFICE OF THE PRESIDENT, 

BurEAU OF THE BupGeET, 
Washington, D.C., April 6, 1959. 
Hon. James E. Murray, 
Chairman, Interior and Insular Affairs Committee, 

Senate Office Building, Washington, D.C. 

My Dear Mr. Cuatrman: This is in reply to your letter of March 
10, 1959, inviting the Bureau of the Budget to comment on S. 1285, 
a bill to provide for the preservation and development of the domestic 
fluorspar industry. 

The bill provides that the Secretary of the Interior would determine 
the amount of fluorspar needed to meet the requirements of consumers 
in the United States at least annually. Based on such requirements, 
the Secretary would establish quotas for the United States and for 
foreign countries in accordance with certain criteria, with provision 
for adjustment for unwarranted domestic price increases and relief 
for foreign producers through barter contracts for surplus agricultural 
products. The quotas could be suspended by the President in the 
event of a national or other emergency with respect to fluorspar. 

The Office of Civil and Defense Mobilization determines the inven- 
tory needed to provide for our defense needs of fluorspar pursuant to 
the Strategic and Critical Materials Stockpiling Act. These stocks, 
together with anticipated supplies from domestic and nearby foreign 
sources, provide for our national defense requirements for fluorspar 
in the same manner as for other stockpiled materials. Should future 
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changes require a different level of inventory, or other action for 
defense reasons, adequate authority is provided, not only under the 
Stockpile Act, but also under the Defense Production Act and the 
Trade Agreements Extension Act of 1958, to initiate such other pro- 
grams as may be necessary. The Office of Civil and Defense Mobiliza- 
tion has recently undertaken a study of the defense needs for fluorspar 
pursuant to section 8 of the Trade Agreements Extension Act of 1951, 
as amended, to take action if imports of commodities which have been 
the subject of a trade agreement cause or threaten injury to domestic 
industry. 

In view of the adequacy of present authorities under existing law 
to meet defense needs and the fact that present law provides a “basis 
for relief where tariff concessions injure or threaten to injure domestic 
industry, the Bureau of the Budget recommends that S. 1285 not be 
enacted. 

Sincerely yours, 
Parure S. HuGHes, 
Assistant Director for Legislative Reference, 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 6, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Senator Murray: This responds to your request for the 
views of this Department on S. 1285, a bill to provide for the preserva- 
tion and development of the domestic fluorspar industry. 

We recommend that S. 1285 not be enacted. 

This bill would declare it to be necessary in the interests of national 
security that limitations be placed which will maintain a reasonable 
balance between domestic production and importation of the various 
grades of fluorspar. These limitations would be in the form of both 
import and domestic production quotas to be established by the 
Secretary of the Interior and based upon his estimates of the total 
amount of fluorspar needed to meet the requirements of consumers 
of the United States for each calendar year. 

In our opinion, the national security requirements for this com- 
modity can be met adequately under existing legislative authority. 

U woes present authority, the Office of Civil and Defense Mobiliza- 
tion, with the advice of other interested Federal agencies, estimates 
the national requirements for strategic and critical materials under 
various defense emergency conditions. Fluorspar, both acid and 
metallurgical grades, is classified by the OCDM as a strategic and 
critical material. The OCDM, with the advice of the Department of 
the Interior and other interested agencies, also estimates the avail- 
ability of supply to meet these defense requirements. Sources of 
supply taken into consideration are domestic production, assured 
imports and Government inventories. These estimates of require- 
ments and supply are revised periodically to take into account, among 
other things, the changes in the productive capability of the fluorspar 
industry at home and abroad. Where Government action is deter- 
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mined to be necessary to insure an adequate supply of any commodity 
to meet mobilization requirements, existing legislation provides ample 
authority to institute such Government programs as may be required 
to assure supply. 

Should the national security require an action program of the Goy- 
ernment dealing with any commodity, the Office of Civil and Defense 
Mobilization, under existing authority, can and does institute and 
carry out a program designed to meet this situation. 

As a safeguard to insure that trade activities would not destroy our 
security position in the various commodities, the Congress, by section 8 
of the Trade Agreements Extension Act of 1958, provided a special 
means for determining whether imports of any item threaten national 
security. This act provides the authority to take whatever action is 
indicated to limit imports, when it is determined necessary in interests 
of national security. 

The American Fluorspar Producers Association has filed a petition 
with the OC DM, under section 8 of the Trade Agreements Extension 
Act of 1958. Should a determination be made that imports of fluor- 
spar threaten to impair the national security, there is ample authority 
to adjust the imports to remedy the situation. Hence, no further 
legislative authority is required to limit imports. 

“The provisions of section 7 of the Trade Agreements Extension Act 
of 1951, as amended, the so-called escape clause, is available for those 
commodities which have been the subject of a trade agreement. Pur- 
suant to this type of proceeding, the Tariff Commission may entertain 
a petition to investigate and report a finding as to whether or not an 
injury, or threat of injury, has been caused to domestic producers of 
the commodity because of a concession under a trade agreement. 
Acid grade fluorspar is subject to a concession. 

At the present time there is a duty of $7.50 per short ton on metal- 
lurgical grade fluorspar which is the equivalent of a 35- to 40-percent 
ad valorem based on current prices. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Frep A. Seaton, 
Secretary of the Interior. 





U.S. Department or CoMMERCE, 
Washington, D.C., April 8, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, U.S. Senate, 
Washington, D.C. 

Dear Mr. CuatrMan: This letter is in reply to your request of 
March 10, 1959, for the views of this Department with respect to 
S. 1285, a bill to provide tor the preservation and development of the 
domestic fluorspar industry. 

The Department of Commerce opposes the enactment of this 
measure. In the escape-clause procedures of section 7 of the trade 
agreements extension legislation and in the provisions of section 8 
of the Trade Agreements Extension Act of 1958, there exist sufficient 
authority to regulate and curtail imports of fluorspar, if such imports 
threaten serious injury to the domestic industry or threaten to im- 
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pair the national security. The Office of Civil and Defense Mobilizg. 
tion presently has under consideration the appeal filed with it by the 
American Fuorspar Producers’ Association under section 8, in which 
it claims that excessive imports of fluorspar are endangering the 
national security. This petition is pending. In the event the 
fluorspar industry is threatened economically, it may file an action 
with the Tariff Commission under section 7. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to submission of this report to your committee, 

Sincerely yours, 
Freperick H. Mvewuer, 
Acting Secretary of Commerce. 


AppENDIx A 


The following tabulations are reproductions from the ‘Minerals 
and Metals Commodity Data Summaries,” issued by the Bureau of 
Mines of the Department of the Interior in February 1959: 


Fluorspar—Commodity data summary ! 
BASIC DATA 


1. Domestic industry: Eight firms engage in acid-grade production; leading 
three firms supply 77 percent from Illinois and Colorado. Twelve firms engage 
in metallurgical-grade production; leading three firms supply 78 percent from 
Illinois, Kentucky, and Montana.? Consumption of acid grade is primarily in 
the aluminum and chemical industries. Consumption of metallurgical grade is 
primarily in the steel industry and iron foundries. 

2. Salient statistics, United States: 












































| 1952 | 1953 1954 | 1955 | 1956 | 1957 | 19581 
Production (shipments): | 
Finished fluorspar, total ?_...........-.._|331, 273 |318, 036 |245, 628 |279, 540 |329, 719 |328, 872 | 320, 000 
NG 2 nda eatinnadmuegtigde ea 136, 514 }159, 196 |161, 145 |157,327 |156, 158 |/225, 261 | 191, 000 
Metallurgical grade. ...........-.-.--...- 160, 607 |125, 577 | 56, 276. | 95,775 |133, 495 |103,611 | 129, 000 
RiperGs SON. 051m ee thhabinndd /352, 503 |359, 569 |293, 320, |363, 420 [531,950 |631, 367 | 350,000 
ST ani. |... a acwanacosrdemebanene }127, 982 |207,893 |205, 775. |205, 085 |297,437 |412, 246 | 250, 000 
Metallurgical grade................-..-.. \224, 521 151, 676 | 87, 545. |158, 336 [234,513 |219,121 | 100,000 
I BE ic annem tive neerencinnen ati | 665] 695 479 52 50} (3) (3) 
BS de beh bbtbcdaontcotbatosbas | 625 640 440 oS.  awpuaeainigaliaciaum 
Metallurgical grade-.-._............-.-..-| 40 55 39 30 | 50 | wih Sil cance 
Industrial consumption, total. ...........-..-. 520, 197 |586, 798 |480, 374 |570, 261 |621,354 [644,688 | 485, 000 
Acid grade Red aks his ba Nthid bk dikd outdo divin nd ee |225, 096 248, 218 |289, 523 (334,313 | 267,000 
Metallurgical grade a 2-eee----------| 282, 433 1305, 263 |208, 085 |267, 144 |278, 172 |268, 907 | 181,000 
Price, average mine value per ton...-.-.-.-..-.- $46.35 | $49.48 | $50.21 | $45.04 | $43.24 | $47.97 | $49.00 
Acid grade _. Si lana ii lai ieaaiiamal $58. 07 | $59.54 | $58.30 | $56. 54 | $56.06 | $53. 96 $57. 00 
Metallurgical grade....................-.. $36. 69 | $37.12 | $30.32. | $31. 57 | $38.09 | $34. 96 $37. 00 
Stocks: 
DEES f+ >. .donnedheweshedimenentinal 27, 464 31, 896 | 26,370 | 32, 588 21,794 | 17,329 | 37,000 
CMe GOMES. Uc ntciccscaccndennss |252, 193 |227, 511 (143, 813 |142, 417 |189, 679 |227, 990 | 190, 000 
Employment: | 
BE, < Roe dcvoapcoccewupndocsdudescuet 1,254 | 1,156 634 1700 1 800 800 800 
PU BAss Sein dnndds sos digdaeddinenaete 764 | 734 576 1 600 1700 700 700 











1 Estimated. 


2 Totals include ceramic grade to 1956; from 1957 ceramic grade included with acid grade. 
3 Not available. 





1 Quantities in short tons. 


2? Based on quarterly canvass report of the major producers. Many smaller producers of metallurgical 
grade are canvassed annually. 
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Import sources (1953-57): Mexico, 58 percent; Italy, 16 percent; Spain, 12 
srcent Canada, 7 percent; Germany, 6 percent. 
4. Tariff: 





Duty as 


1930 rate percent of 
(effective 1922 July 1, 1934, rate Jan, 1, 1959, rate | U.S. Jan. 1, 
1959, price, 
less duty 
I Res cdits ndtetaeccie nesiatiaccanpiiomaaiers magaptsererennantaeetepetiniteniie tania ctnianamtlinteetatin Rica cca al 
: Percent 
Acid grade (+97 percent CaF»). $5.00 ($5.60 It.)....| $5.00 ($5.60 It.)..._} $1.875 ($2.10 It.) _. 3.9 
Metallurgical grade (—97 per- 
i CHES. it cantinniinnaiee $7.50 ($8.40 it.) .._| $7.50 ($8.40 It.)....| $7.50 ($8.40 It.)_... 24 
' 





Depletion allowance: Domestic, 23 percent; foreign, 15 percent. 

6. Government incentive and procurement: C urrent ratio of Government par- 
ticipation in exploration is 50 percent. Public Law 733 provided for the purchase 
of 250,000 short dry tons at $53 per ton by December 31, 1958. Preference was 
given to domestic metallurgic al-grade fli 1orspar producers for supplying to the 
stockpile and assistance by 2 bsorbing the freight charges. Inventories acquired 
under the Stockpiling Act substantially equal or exceed procurement priority level 
and minimum objective for acid-grade fluorspar. Inventories for metallurgical- 
grade fluorspar do not meet the procurement priority level. 

7. World mine production and reserves: 


——$$__—_ 








Reserves 
1957 mine 
production | 
Tons of ore | Average grade (percent) 
United States (shipment) .................-..-...--- 328, 872 | 22, 500, 000 At least 35 percent 
| Ja Fs. 
i nchcsignisiteeticbirapibenbgeeceaeehbeetael 68,463 | 10,000, 000 | Do. 
I I a aaa Sta 389, 807 (‘) } (1), 
Went QGOTRRRAY : « ossn sss ense sing, - 3 SIG 1M, 323 2, 000, 000 At least 35 percent 
CaFs. 
Bids otnsanksieoddaek mbsdducduind kbbh sebadabenedade 158, 915 2, 000, 000 | Do. 
ee B00 WEE a dak d cnceccicetie tencosbeoendedasi 370, GOO () (). 
SE PROTA RES Sa Bh Bs bia | 304, 000 4,000,000 | At least 35 percent 
| CaF3. 
MPU 2 voce tckecblodbudddébanbiendh}sdeunsides 1, 778,000 7. ...2.22. 22. | 





| 


1 Not available. 


ECONOMIC FACTORS 

1. Domestic: 

(a) Price changes have little effect upon substitution of fluorspar for other 
commodities or vice versa. 

b) In t e absence of Government stockpiling and domestic purchase 
programs a substantial reduction in domestie production could be anticipated. 

(c) Between 1950 and 1958 trade journal prices of acid-grade fluorspar 
have ranged from $40 to $60 per ton and metallurgical grade from $35 to $43. 

(d) Domestic producers experience difficulty in meeting the competition 
of foreign proc wai in the U.S. market. 
International: 

(a) Exports of fluorspar to the United States is of local importance in 
Mexico but is not a major factor in the Mexican economy. 

(b) Tariff is a factor but this has not greatly restricted imports of acid- 
grade fluorspar into the United States. A peculiarity of the current U.S. 
tariff is the difference in rates applied to acid and metallurgical grades. 


to 
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BUREAU OF MINES PROGRAM 


Expenditures: 
Fiscal year: Fiscal year—Continued 
Bh «thier oanamamunidns $49, 000 i niiniaeait eAneiccntiia ciated $143, 000 
MGT caceaccnccscssecese 140, 000 Mebaaitererancnead ee 145, 000 


Objectives: Production of fluorine compounds from low-grade fluorspar and 
phosphate rock; exploration for additional reserves; and metallurgical research, 
such as recovery of fluorspar from complex barite-fluorite ores. 

Results: Progress has been made in fluorine recovery and a number of reports 
have been issued on fluorspar deposits, metallurgical investigations, and other 
commodity studies. 


Source: Division of Minerals, Bureau of Mines, February 1959, 
AppEeNpIx B 


The following is an excerpt from “Fluorine Program Statement” 
by Robert B. McDougal, Commodity Specialist, Branch of Con- 
struction and Chemical Materials, Bureau of Mines, Department of 
the Interior, February 1958: 


“BACKGROUND—SIZE, AND ORGANIZATION OF THE INDUSTRY 


“There are approximately 100 fluorspar mines in the United States 
and about 15 mills. Most of the mines produce only a few hundred 
tons per year, selling their output directly to consumers or to the 
firms that operate mills. The bulk of the domestic production is 
contributed by about 10 companies. These mines could produce 
more abundantly if their economic situations were to improve. Ship- 
ments of domestic fluorspar in 1956 totaled 330,000 tons valued at 
$14 million. 

“Imports in recent years have become an increasingly important 
factor in the industry. In 1956, imports totaled 491,000 short tons 
valued at $11 million, whereas 181,300 tons entered in 1951 and 2,100 
tons in 1942. Mexico has recently been the principal source with 
Canada and several European countries shipping substantial tonnages. 

“Most of the domestic fluorspar producers are independent oper- 
ators, but in the acid segment of the industry there are four major 
firms which produce for their own consumption. In 1956 these four 
firms accounted for about 25 percent of the total output.” 


O 
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Calendar No.395. 


86TH CONGRESS t SENATE | Revorr 
1st Session No. 403 





ANNUITIES FOR WIDOWS AND DEPENDENT CHILDREN 
OF COMPTROLLERS GENERAL AND RETIRED COMP- 
TROLLERS GENERAL 


June 18, 1959.—Ordered to be printed 


Mr. McCuetian, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany H.R. 7062] 


The Committee on Government Operations, to whom was referred 
the bill (H.R. 7062) to provide annuities to the widows and children 
of Comptrollers General of the United States and of retired Comp- 
trollers General, having considered the same, report favorably thereon, 
without amendment, and recommend that the bill do pass. 

In approving H.R. 7062, as passed by the House of Representatives 
on June 15, 1959, the committee also adopted the report of the House 
— on Government Operations (H. Rept. No. 540), as 
ollows: 


PurRPOsE OF THE BILL 


The proposed legislation provides survivorship protection to widows 
and children of Comptrollers General and retired Comptrollers General 
of the United States. On July 28, 1953, the Budget and Accounting 
Act, 1921, was amended (Public Law 161, 83d Cong.) to authorize 
retirement of any Comptroller General on full salary after 10 years of 
service or upon completion of term or reaching the age of 70 years. 
Such retirement was predicated upon the retirement system applicable 
to Federal judges. However, at that time neither retirement system 
made any provision for annuities to the widows and dependent 
children. On August 3, 1956, the retirement system of the Federal 
judges was amended (Public Law 973, 84th Cong.) to authorize 
annuities for widows and dependent children of Federal judges, and 
the legislation contained in H.R. 7062 is merely an extension of similar 

84006 








2 ANNUITIES FOR WIDOWS OF COMPTROLLERS GENERAL 


protection to widows and children of Comptrollers General and 
retired Comptrollers General. 


GENERAL STATEMENT 


Practically all Federal retirement plans contain some provision for 
survivorship benefits. The civil service retirement system which 
covers the majority of the civilian officers and employees of the 
Government, including Members of Congress, has provided survivor. 
ship benefits since 1948 for officers and employees in general and for 
Members of Congress since 1954. Federal judges obtained survivor. 
ship benefits as a part of their retirement plan in 1956, and it would 
seem only equitable to now authorize similar benefits for Comptrollers 
General and retired Comptrollers General. As pointed out in the 
letter from the present Comptroller General it is conceivable that a 
prospective appointee to the office of Comptroller General from the 
Congress or from career Federal service might be reluctant to give 
up his survivorship benefits under the Civil Service Retirement Act 
to accept an office ak has no protection for survivors. 

Similar to the statute applicable to the Federal judges this proposed 
legislation would require a Comptroller General or retired Comptroller 
General, within 6 months of the date he becomes eligible, to elect to 
receive retirement — and to have a deduction of 3 pe reent De 
annum in his salary or retirement pay. Whenever applicable, 
Comptroller Gener: a or a retired Comptroller General must re ‘fund to 
the General Accounting Office 3 percent of his eneys with interest, 
for the last 5 vears of his service as Comptroller General or other 
creditable service. He may deposit 3 percent of his salary with 
interest for all other creditable service. If he fails to make the latter 
deposit the annuity of his widow will be reduced by 10 percent of the 
amount of such deposit. 

The proposed legislation does not create any special fund similar to 
that of the Federal judges out of which the survivor annuities will be 
paid because of its limited application. It would not be feasible to 
attempt to create any such fund on an actuarial basis such as was 
done in the case of the judges. Rather, the eeyerene annuities 
would be paid from the appropriations of the General Accounting 
Office such as is now authorized with respect to payment of retirement 
pay to any retired Comptroller General. 

The committee has carefully considered the present Comptroller 
General’s request to be excluded from the bill. While the request of 
the present Comptroller General is commendable, the committee feels 
that this legislation is concerned with the position of Comptroller 
General. rather than with individuals and that he should have the 
right to receive the benefit thereof to the same extent as any future 
Comptroller General. 


CoMPUTATION OF ANNUITIES 


The annuity of the widow is computed on the average salary of a 
Comptroller General for the last 5 years of creditable service, that is, 
1% percent of such salary multiplied by certain years of service up to 
15 years and % percent of such salary multiplied by the balance of his 
creditable service. However, a maximum limitation of 37} 2 percent 
of such salary is prescribed. This follows the formula for computing 
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the annuities of widows of Federal judges which in turn was predicated 
on the formula applicable to the widows of Members of Congress. 
The annuities for dependent children likewise are similar to those 
provided in other acts. 


SUBSECTION ANALYSIS 
Subsection (a) 
This provides for the election of a Comptroller General or retired 
Comptroller General to bring himself within the purview of the 
legislation. 


Subsection (6) 


Once having elected the survivorship benefits a deduction of 3 per- 
cent from any Comptroller General’s salary or retirement pay of a 
retired Comptroller General is required. The amounts so deducted 
will not be deposited to any special fund. 


Subsection (c) 
In order for the widow of any Comptroller General or retired 
Comptroller General to receive a full annuity there is required a 


deposit equal to 3 percent per annum of salary (plus interest) for past 
creditable civilian service. 


Subsection (d) 


If the deposit is not made under subsection (c) credit is allowed for 
the service rendered but a reduction in the widow’s annuity of 10 per- 
cent of the amount of such deposit is required. However, the widow 
may elect to eliminate the service covered by the deposit, ia which 
event such service would not be used in the computation of her 
annuity. 


Subsection (e) 


Annuities are to be paid to widows and dependent children only 
if a deceased Comptroller General or a deceased retired Comptroller 
General has had at least 5 years of creditable civilian service com- 

uted as prescribed in subsections (n) and (0) of this section, for the 
ast 5 years of which there have been either the salary reductions 
required by subsection (b) or the deposits required by subsection (c). 
The deductions or deposits for such last 5 years of service is manda- 
tory there being no right of election to accept a smaller annuity in 
lieu of the deposit such as prevails under subsection (d) for the bal- 
ance of creditable civilian service. If a Comptroller General resigns, 
even after completing 5 years of service, his survivors will not receive 
any annuities upon his death. 

The annuity to be paid to the widow begins with the day of death 
of a Comptroller General or retired Comptroller General or follow- 
ing her attainment of the age of 50 years, whichever is later. If 
there are dependent children as well as a widow, the annuity of the 
widow begins immediately and there is also paid on behalf of each 
child an immediate annuity equal to one-half of the widow’s annuity, 
but not to exceed $900 per year divided by the number of children 
or $360 per year, whichever is lesser. If there be no widow but a 
surviving dependent child or children, each child is entitled to an 
annuity up to one-half of what the widow would have been entitled 
to, but not in excess of $480 per annum. 
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Subsection (f) 


The widow’s annuity terminates upon her death or remarriage, 
The annuity payable to a child ceases when he attains the age of 18 
years, or when he gets married, or in the event of his death. How- 
ever, regardless of age, if a child is mentally or physically disabled 
his annuity shall continue until he recovers from such disability, dies, 
or is married. : 


Subsection (g) 
The terms “widow” and “dependent child” are defined for purposes 
of entitlement to annuities. 


Subsection (h) 

Questions of dependency and disability for purposes of entitlement 
to annuities are to be determined by the General Counsel of the 
General Accounting Office. 


Subsection (i) 

A Comptroller General separated from the service before becoming 
entitled to retirement pay is to receive a refund with interest, of the 
deductions from his salary or any deposits made to cover prior service. 


Subsection (j) 

If a Comptroller General dies in office before completion of 5 years of 
creditable civilian service or dies in office without any survivors or if 
a retired Comptroller General dies without survivors, the total amount 
of deductions from salary and retirement pay (including deposits for 
prior service) is to be refunded, with interest, in the following order 
of precedence: (1) designated beneficiary, (2) widow, (3) child or 
children by representation; (4) parents, (5) duly appointed executor 
or administrator of estate, and (6) next of kin as determined by the 
General counsel of the General Accounting Office. Determinations 
as to the widow or child under this subsection are not subject to 
definitions of these terms under subsection (g). 


Subsection (k) 

If survivor annuities terminate before the aggregate amount of 
annuities paid equals the total amount deducted from salary or retire- 
ment pay, the difference is to be paid, with interest, in the order of 
precedence prescribed in subsection (j). 


Subsection (I) 

When the annuity of any survivor terminates other than by death, 
such as by marriage, any accrued annuity remaining unpaid is paid to 
the survivor who had been receiving such annuity. Any accrued 
annuity unpaid upon the death of any such survivor is to be paid first 
to the duly appointed executor or administrator of the estate of such 
person; if there be none then after 30 days to such individual who in the 
judgment of the General Counsel of the General Accounting Office is 
found to be legally entitled thereto. 


Subsection (m) 

The annuities are to accrue monthly and be due and payable on 
the first business day of the month following the month or other 
period for which the annuity shall have accrued, The annuities are 
not to be assignable or subject to legal process, 
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Subsection (n) 

The annuity of a widow is to be computed on the basis of 1% percent 
of the average annual salary received by a Comptroller General or 
retired Comptroller General for service as Comptroller General or 
any other prior allowable service during the last 5 years of such service 
multiplied by his years of service as Comptroller General, service in the 
Congress, his years of prior allowable military service (5-year maxi- 
mum) and his years of service, not in excess of 15, as a congressional 
employee. To that amount there is added the sum of three-quarters 
of 1 percent of such average annual salary multiplied by the balance 
of his years of creditable civilian service. However, the widow’s 
annuity is limited to 37% percent of such average annual salary. 


Subsection (0) 


The term “service as a congressional employee” is defined by refer- 
ring to the definition of such service in section 1(c) of the Civil Service 
Retirement Act. The usual definition is made of “allowable military 
service” such as appears in other retirement acts. The term “other 
prior allowable” service is defined as civilian service as an officer or 
employee of the United States or the District of Columbia which is 
not in the category of service to which the rate of 1% percent is applica- 
ble (category (1) of subsec. (n)). This latter term primarily would be 
applicable to service in the executive departments and agencies plus 
service as a congressional employee in excess of 15 years. 


Subsection (p) 
In determining the years of service in computing a widow’s annuity 


full years and 12th parts of years are included, but not the fractional 
part of a month. 


Subsection (q) 


A widow may receive an annuity under this section and simultan- 
eously receive another to which she would otherwise be entitled under 
any other law but the same service may not be used in computing such 
other annuity. 


Subsection (r) 


The appropriations of the General Accounting Office are made avail- 
able to pay annuities under this section and to make refunds of de- 
posits where authorized. 

Reports 


COMPTROLLER GENERAL OF THE UNITED STATES 


B-139618 May 26, 1959. 
Hon. Witu1am L. Dawson, 

Chairman, Committee on Government Operations, 

House of Representatives. 


Dear Mr. Cuarrman: Your letter of May 13, 1959, requests our 
comments on H.R. 7062, which would provide for payment of annui- 
ties to widows and dependent children of Comptrollers General and 
retired Comptrollers General. 

The Budget and Accounting Act, 1921, was amended by Public 
Law 161, 83d Congress, approved July 28, 1953, to provide for the 
retirement of any Comptroller General of the United States on full 








6 ANNUITIES FOR WIDOWS OF COMPTROLLERS GENERAL 


salary after serving at least 10 years in office, and who reaches the 
mandatory retirement age of 70 years, or completes his term, except 
that the annuity of any Comptroller General who completes his term 
is reduced by one-fourth of 1 percent for each full month he is under 
age 65. Public Law 161 also provides that a Comptroller Genera] 
who becomes permanently disabled shall be retired at full salary if 
he has served at least 10 years, or one-half of his salary if he has 
served less than 10 years. 

The retirement system for Comptrollers General was patterned after 
the retirement system for Federal judges. At the time of enactment of 
Public Law 161, the retirement system for Federal judges did not 
include any provision for survivor annuities to widows oan dependent 
children. Consequently, no such provision was included in Public 
Law 161. 

On August 3, 1956, Public Law 973, 84th Congress, was enacted to 
authorize annuities to the widows and dependent children of Federal 
judges. The purpose of H.R. 7062 is to extend similar protection to 
widows and dependent children of Comptrollers General and retired 
Comptrollers General. 

The language of H. R. 7062 follows that contained in the act of 
August 3, 1956, applicable to Federal judges, and would provide 
similar benefits. The same percentage of deductions from salary 
and retirement pay of Comptrollers General or retired Comptrollers 
General would be made as the deductions now made from the salary 
and retirement pay of Federal judges. 

Practically all Federal retirement systems contain some form of 
survivorship benefits. It is believed that the absence of protection 
for survivors in the retirement system applicable to Comptrollers 
General could be an important factor in the filling of a vacancy in the 
office of Comptroller General. A prospective appointee to the office 
from the Congress or from the Federal career service might well be 
reluctant to give up a survivor protection, which he has under the 
Civil Service Retirement Act, to accept a position which provides no 
protection for his widow and dependent children. 

It is believed that an annuity should be provided for widows and 
dependent children as a part of the retirement system of Comptrollers 
General. However, I request that H.R. 7062 be amended to specifi- 
cally exclude me from any benefits under the bill. This can be ac- 
complished by omitting on page 1, liens 9 and 10, the words “‘or in 
the case of the Comptroller General currently in office’’ and by the 
addition of a subsection at the end of the bill reading as follows: 

‘“‘(s) This section shall not apply to the present incumbent of the 
office of Comptroller General of the United States.” 

Also, the citation appearing on page 10, line 14, should read “5 
U.S.C. 2251,” in lieu of “54 U.S.C. 2251.” 

With the amendments suggested, favorable consideration of H.R. 
7062 is recommended. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 





“ 
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BUREAU OF THE BUDGET 


Executive OFFICE OF THE PRESIDENT, 
BurEAU OF THE BunGET, 
Washington, D.C., June 3, 1959. 
Hon. Witi1am L. Dawson, 
Chairman, Committee on Government Operations, House of Representa- 
tives, Washington, D.C. 

My Dear Mr. Cuarrman: Reference is made to your recent 
request for the views of the Bureau of the Budget with respect to 
H.R. 7062, to provide for payment of annuities to widows and de- 
pendent children of Comptrollers General. 

This bill would permit a Comptroller General currently in office, 
and any retired Comptroller General, to elect a reduction in salary 
and retirement pay in order to provide survivorship benefits to a 
surviving widow and/or dependent children or other specified bene- 
ficiaries under determinations to be made by the General Counsel 
of the General Accounting Office. Any Comptroller General or 
retired Comptroller General making such election is required to 
contribute 3 percent of his salary and retirement pay to the general 
fund of the Treasury. The widow’s annuity, computed under a 
formula specified in the bill, is not to exceed 37.5 percent of the 
average annual salary received both for service as Comptroller General 
atid for any other allowable service as specified in the bill, during the 
last 5 years of such service. 

The bill would thus add a system of survivor benefits to the retire- 
ment benefits already payable to retired Comptrollers General 
éstablished in 1953. Prior to that date retirement benefits and 
survivorship benefits were payable under the provisions of the Civil 
Service Retirement Act. The 1953 act established a retirement sys- 
tem considered suitable to the particular nature of the Office of 
Comptroller General, and it sscowidibid that no person receiving benefits 
under that act could receive retirement benefits under any other law 
of the United States. H.R. 7062 would add a survivor benefit system 
resembling the one set up in 1956 for survivors of judges of the United 
States. In the absence of the 1953 law and the proposed legislation, 
— benefits would be payable under the Civil Service Retirement 
Act. 

Whether this new provision for survivors of Comptrollers General 
and retired Comptrollers General should be enacted appears to be a 
matter primarily for the consideration of the Congress. If the 
Congress determines that favorable consideration should be given to 
this legislation, the Bureau of the Budget will offer no objection. 

Sincerely yours, 
Puiturp S. Huaenes, 
Assistant Director for Legislative Reference. 











8 ANNUITIES. FOR: WIDOWS, OF COMPTROLLERS GENERAL 


CIVIL SERVICE COMMISSION 


JUNE 3, 1959, 
Hon. Wituram L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, House Office Building. 

Dear: Mr. Dawson: This refers further to your letter of May 13, 
1959, relative to H.R. 7062, a bill to provide for payment of annuities: 
to widows and dependent children of Comptrollers General. 

The act of July 28, 1953 (Public Law 83-161) established a separate 
program of retirement benefits for Comptrollers General. That pro- 
gram includes no provision for death benefits to survivers ef such 
officials. 

H.R. 7062 proposes establishment, under the General Accounti 
Office, of a system whereby annuities may be paid to the widows can 
surviving dependent children of Comptrollers General. Each such 
official, including the current Comptroller General and any retired 
under the act of July 28, 1953, would have the option of participati 
in the system and, upon filing an affirmative election im this rave 
will contribute 3 percent of salary or retirement pay as his share of 
the program’s cost. 

Since this Commission will not (and it should not) administer this 
proposal, an analysis of the benefits payable is not deemed necessary 
for purposes of this report. The Commission favors the objective of 
making survivor benefits available in the case of a Comptroller 
General. The plan embodied in this bill appears reasonable, being 
modeled after and closely comparable to the system of survivor 
benefits established for Federal judges by the act of August 3, 1956 
(Public Law 84-973). 

The Commission accordingly would concur in the enactment of this 
proposal. 

The Bureau of the Budget advises there would be no objection to 
the submission of this report to your committee. 

By direction of the Commission: 

Sincerely yours, 
Rocer W. Jonzs, Chairman, 





Se eee 


oeonve Tr rr TY Ue 


CHANGES IN Existine Law 


In compliance with subsection 4 of rule XXIX of the Standing, 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italic, existing, 
law in which no change is proposed is shown in roman): 


BuDGET AND AccouNTING AcT oF 1921, as AMENDED 


AN ACT To provide a national budget system and an independent audit of, 
Government accounts, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United, 
States of America in Congress assembled, oa 


TITLE I.—DEFINITIONS. 


Section 1. This Act may be cited as the “Budget and Accounting 
Act, 1921.” 

Sec. 2. When used in this Act— 

The terms “department and establishment” and “department or 
establishment’? mean any executive department, independent com- 
mission, board, bureau, office, agency, or other establishment of the 
Government, including any independent regulatory commission or 
board and the municipal government of the District of Columbia, 
but do not include the Legislative Branch of the Government or the 
Supreme Court of the United States; 

he term “the Budget” means the Budget required by section 201 
to be transmitted to Congress; 

The term “Bureau” means the Bureau of the Budget; 

The term “Director” means the Director of the Bureau of the 
Budget; and 

The term “Deputy Director” means the Deputy Director of the 
Bureau of the Budget.' 

The term “appropriations” includcs, in appropriate context, funds 
and authorizations to create obligations by contract in advance of 
ao or any other authority making funds available for 
obligation or expenditure. 


TITLE II.—THE BUDGET. 


Sec. 201. (a) The President shall transmit to Congress during the 
first fifteen days of each regular session, the Budget, which shall set 
forth his Budget message, summary data and text, and supporting 
detail. The Budget shall set forth in such form and detail as the 
President may determine— 

(1) functions and activities of the Government; 
(2) at such times as may be practicable, information on program 
costs and accomplishments; 


' Title of position of Assistant Director changed to Deputy Director and two tions of Assistant Director 
authorized by Act of July 31, 1953 (67 Stat. 299). 64 : 
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(3) any other desirable classifications of data; 

(4) a reconciliation of the summary data on expenditures with 
proposed appropriations; 

(5) estimated expenditures and proposed appropriations neces- 
sary in his judgment for the support of the Government for the 
ensuing fiscal year, except that estimated expenditures and pro- 
posed appropriations for such year for the legislative branch of 
the Government and the Supreme Court of the United States 
shall be transmitted to the President on or before October 15 of 
each year, and shall be included by him in the Budget without 
revision; 

(6) estimated receipts of the Government during the ensuing 
fiscal year, under (1) laws existing at the time the Budget is 
transmitted and also (2) under the revenue proposals, if any, 
contained in the Budget; 

(7) actual appropriations, expenditures, and receipts of the 
Government during the last completed fiscal year; 

(8) estimated expenditures and receipts, and actual or proposed 
appropriations of the Government during the fiscal year in 
progress; 

(9) balanced statements of (1) the condition of the Treasury at 
the end of the last completed fiscal year, (2) the estimated condi- 
tion of the Treasury at the end of the fiscal year in progress, and 
(3) the estimated condition of the Treasury at the end of the 
ensuing fiscal year if the financial proposals contained in the 
Budget are adopted; 

(10) all essential facts regarding the bonded and other indebted- 
ness of the Government; and 

(11) such other financial statements and data as in his opinion 
are necessary or desirable in order to make known in all prac- 
ticable detail the financial condition of the Government. 

(b) Whenever the President determines there has been estab- 
lished a satisfactory system of accrual accounting for an appropria- 
tion or fund account, each proposed appropriation thereafter trans- 
mitted to the Congress for such account pursuant to the provisions of 
this Act shall be accompanied by a proposed limitation on annual 
accrued expenditures. The President may include in the Budget 
with any such proposed limitation on annual accrued expenditures, 
proposals for provisions authorizing the head of a department or 
establishment to make transfers, within his department or establish- 
ment, between such limitations on annual accrued expenditures; and 
such provisions may limit by amount or by per centum the size of any 
transfer so proposed. 

(c) Whenever an appropriation is subject to a limitation on annual 
accrued expenditures, there shall be charged against the limitation the 
cost of goods and services and other assets received, advance payments 
made and progress payments becoming due, and the amount of any 
other liabilities becoming payable, during the fiscal year concerned, 

(d) At the end of the fiscal year concerned, any unused balance of 
the limitation on annual accrued expenditures shall lapse, except that 
whenever any liabilities are incurred within the limitation provided 
for in any fiscal year (whether or not recorded or reported in such 
fiseal year), nothing in this section shall be construed to prevent the 
making of payment therefor in any subsequent fiscal year. 
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(e) Any obligations incurred during the fiscal year concerned or in 
prior fiscal years which do not result in liabilities pRCoTEIAS payable 
during the fiscal year concerned shall be charged against the limitation 
on annual accrued expenditures for any succeeding fiscal year in which 
such obligations may result in liabilities becoming payable. 

(f) Nothing in subsections (b) through (e) of this section shall be 
construed to change existing law with respect to the method or manner 
of making appropriations or the incurring of obligations under appro- 

riations. 

: Sec. 202. (a) If the estimated receipts for the ensuing fiscal year 
contained in the Budget, on the basis of laws existing at the tme the 
Budget is transmitted, plus the estimated amounts in the Treasury 
at the close of the fiscal year in progress, available for expenditure in 
the ensuing fiscal year, are less than the estimated expenditures for 
the ensuing fiscal year contained in the Budget, the President in the 
Budget shall make recommendations to Congress for new taxes, loans, 
or other appropriate action to meet the estimated deficiency. 

(b) If the aggregate of such estimated receipts and such estimated 
amounts in the Treasury is greater than such estimated expenditures 
for the ensuing fiscal year, he shall make such recommendations as 
in his opinion the bite interests require. 

Sxc. 203. (a) The President from time to time may transmit to 
Congress such proposed supplemental or deficiency appropriations as 
in his judgment (1) are necessary on account of laws enacted after 
the transmission of the Budget, or (2) are otherwise in the public 
interest. He shall accompany such proposals with a statement of 
the reasons therefor, including the reasons for their omission from 
the Budget. 

(b) enever such proposed supplemental or deficiency appropria- 
tions reach an aggregate which, if they had been contained in the 
Budget, would have required the President to make a recommendation 
under subsection (a) of section 202, he shall thereupon make such 
recommendation. 

Sec. 204. (a) Except as otherwise provided in this Act, the con- 
tents, order, and arrangement of the proposed appropriations and the 
statements of expenditures and estimated expenditures contained in 
the Budget or transmitted under section 203, and the notes and other 
data submitted therewith, shall conform to requirements prescribed 
by the President. 

(b) The Budget, and statements furnished with any proposed 
supplemental or deficiency appropriations, shall be accompanied by 
information as to personal services and other objects of expenditure 
in the same manner and form as in the Budget for the fiscal year 1950: 
Provided, That this requirement may be waived or modified, either 
Gawely or in specific cases, by joint action of the committees of 

ngress having jurisdiction over appropriation: And provided further, 
That nothing in this Act shall be construed to limit the authority of 
committees of Congress to request and receive such information in 
such form as they may desire in consideration of and action upon 
budget estimates. 

Sec. 205. Whenever any basic change is made in the form of the 
Budget, the President, in addition to the Budget, shall transmit to 
Congress such explanatory notes and tables as may be necessary to 
show where the various items embraced in the Budget of the prior 
year are contained in the new Budget. 


59003°—59 SS. Rept., 86—1, vol. 3———_55 
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Sec. 206. No estimate or request for an appropriation and no 
request for an increase in an item of any such estimate or request 
and no recommendation as to how the revenue needs of the Govern. 
ment should be met, shall be submitted to Congress or any committee 
thereof by any officer or employee of any department or establishment, 
unless at the request of either House of Congress. 

Sec. 207. There is hereby created in the Executive Office of the 
President a bureau to be known as the Bureau of the Budget. There 
shall be in the Bureau a Director and a Deputy Director,' who shall 
be appointed by the President and receive salaries of $10,000 ? and 
$7,500 * a year, respectively. The Deputy Director ' shall perform 
such duties as the Director may designate, and during the absence 
or incapacity of the Director or during a vacancy in the office of 
Director he shall act as Director. The Bureau, under such rules and 
regulations as the President may prescribe, shall prepare the Budget, 
and any proposed iapighatiiental ot deficiency appropriations, and to 
this end abiall have authority to assemble, correlate, revise, reduce, or 
increase the requests for appropriations of the several departments 
or establishments. 

Src. 208. (a) The Director, under such rules and regulations as the 
President may prescribe, shall appoint and fix the compensation of 
attorneys and other employees and make expenditures for rent in the 
District of Columbia, printing, binding, telegrams, telephone service, 
law books, books of reference, periodicals, stationery, furniture, office 
equipment, other supplies, and necessary expenses of the office, within 
the appropriations made therefor. 

(b) No person appointed by the Director shall be paid a salary 
at a rate in excess of $6,000 a year, and not more than four persons 
so appointed shall be paid a salary at a rate in excess of $5,000 a year.‘ 

(c) All employees in the Bureau whose compensation is at a rate 
of $5,000 a year or less shall be appointed in accordance with the 
civil-service laws and regulations.* 

(d) The provisions of law prohibiting the transfer of employees of 
executive departments and independent establishments until after 
service of three years shall not apply during the fiscal years ending 
June 30, 1921, and June 30, 1922, to the transfer of employees to 
the Bureau. 

(e) The Bureau shall not be construed to be a bureau or office 
created since January 1, 1916, so as to deprive employees therein of 
the additional compensation allowed civilian employees under ‘the 
provisions of section 6 of the Legislative, Executive, and Judicial 
Appropriation Act for the fiscal years ending June 30, 1921, and 
June 30, 1922, if otherwise entitled thereto. 

Sec. 209. The Bureau, when directed by the President, shall make a 
detailed study of the departments and establishments for the purpose 
of enabling the President to determine what changes (with a view of 
securing greater economy and efficiency in the conduct of the public 
service) should be made in (1) the existing organization, activities, 
and methods of business of such departments or establishments, (2) the 
appropriations therefor, (3) the assignment of particular activities to 
particular services, or (4) the regrouping of services. The results of 

1 Title of position of Assistant Director changed to Deputy Director and two positions of Assistant 
Director authorized by Act of July 31, 1953 (67 Stat. 299). 

2 Increased to $22,500 by Public Law 854, 84th Cong. (70 Stat. 736). 

3 Increased to $20,500 by Public Taw 854, 84th Cong. (70 Stat. 737). 


‘ - ine of such subsections as to salaries superseded by Classification Act of 1949, as amended 
Stat. 954). 
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such study shall be embodied in a report or reports to the President, 
who may transmit to Congress such report or reports or any part 
thereof with his recommendations on the matters covered thereby. 

Sxc. 210. The Bureau shall prepare for the President a codification 
of all laws or parts of laws relating to the preparation and transmission 
to Congress of statements of receipts and expenditures of the Govern- 
ment and of estimates of appropriations. The President shall trans- 
mit the same to Congress on or before the first Monday in December 
1921, with a recommendation as to the changes which, in his opinion, 
should be made in such laws or parts of laws. 

Sc. 211. The powers and duties relating to the compiling of esti- 
mates now conferred and imposed upon the Division of Bookkeeping 
and Warrants of the office of the Secretary of the Treasury are trans- 
ferred to the Bureau.® 

Sec. 212. The Bureau shall, at the request of any committee of 
either House of Congress having jurisdiction over revenue or appro- 
priations, furnish the committee such aid and information as it may 
request. 

‘Src. 213. Under such regulations as the President may prescribe, 
(1) every department and establishment shall furnish to the Bureau 
such information as the Bureau may from time to time require, and 
(2) the Director and the Deputy Director,' or any employee of the 
Bureau when duly authorized, shall, for the purpose of securing such 
information, have access to, and the right to examine, any books, 
documents, papers, or records of any such department or establish- 
ment. 

Src. 214. The head of each department and establishment shall 
prepare or cause to be prepared in each year his requests for regular, 
supplemental, or deficiency appropriations. 

Src. 215. The head of each department and establishment shall 
submit his requests for appropriations to the Bureau on or before a 
date which the President shall determine. In case of his failure to 
do so, the President shall cause such requests to be prepared as are 
necessary to enable him to include such requests with the Budget in 
respect to the work of such department or establishment. 

Sec. 216. (a) Requests for regular, supplemental, or deficiency ap- 
propriations which are submitted to the Bureau by the head of any 
department or establishment shall be prepared and submitted as the 
President may determine in accordance with the provisions of sec- 
tion 201. 

(b) The peaieere of the departments and establishments for appro- 
priations shall, in such manner and at such times as may be deter- 
mined by the President, be developed from cost-based Wisin. 

(c) For purposes of administration and operation, such cost-based 
budgets shall be used by all departments and establishments and their 
subordinate units. Administrative subdivisions of appropriations or 
funds shall be made on the basis of such cost-based budgets. 

Sec. 217. For expenses of the establishment and maintenance of 
the Bureau there is appropriated, out of any money in the Treasur 
not otherwise appropriated, the sum of $225,000, to continue avail- 
able during the fiscal year ending June 30, 1922. 


1 Title of position of Assistant Director jot to Deputy Director and two positions of Assistant 
Director authorized by Act of July 31, 1953 (67 Stat. 209). r 

* Division of Buokkeeping and Warrants and its functions were transferred to Bureau of Accounts, and, 
together with certain other offices and agencies and their functions, were consolidated into Fiscal Service 
of Treasury Department by Reorganization Plan No. III, sec. 1(a), effective June 30, 1940 (54 Stat. 1231). 
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TITLE III].—GENERAL ACCOUNTING OFFICE, 


Src. 301. There is created an establishment of the Government to 
be known as the General Accounting Office, which shall be independent 
of the executive departments and under the control and direction of 
the Comptroller General of the United States. The offices of Comp- 
troller of the Treasury and Assistant Comptroller of the Treasury are 
abolished, to take effect July 1, 1921. All other officers and em- 
ployees of the office of the Comptroller of the Treasury shall become 
officers and employees in the General Accounting Office at their grades 
and salaries on July 1, 1921, and all books, vert. documents, papers, 
furniture, office equipment and other property of the office of the 
Comptroller of the Treasury shall become the property of the General 
Accounting Office. The Comptroller General is authorized to adopt 
a seal for the General Accounting Office. 

Sec. 302. There shall be in the General Accounting Office a Comp- 
troller General of the United States and an Assistant Comptroller 
General of the United States, who shall be appointed by the President 
with the advice and consent of the Senate, and shall receive salaries of 
$10,000 ® and $7,500’ a year, respectively. The Assistant Comptroller 
General shall perform such duties as may be assigned to him by the 
Comptroller General, and during the ahiiinés or incapacity of the 
Comptroller General, or during a vacancy in that Office, shall act as 
Comptroller General. 

Sec. 303. Except as hereinafter provided in this section, the Comp- 
troller General and the Assistant Comptroller General shall hold office 
for fifteen years. The Comptroller General shall not be eligible for 
reappointment. ‘The Comptroller General or the Assistant Comptrol- 
ler General may be removed at any time by joint resolution of Congress 
after notice and hearing, when, in the judgment of Congress, the 
Comptroller General or Assistant Comptroller General has become 
permanently incapacitated or has been inefficient, or guilty of neglect 
of duty, or of malfeasance in office, or of any felony or conduct involv- 
ing moral turpitude, and for no other cause and in no other manner 
except by impeachment. Any Comptroller General or Assistant Comp- 
troller General removed in the manner herein provided shall be in- 
eligible for reappointment to that office. When a Comptroller Gen- 
eral or Assistant Comptroller General attains the age of seventy years, 
he shall be retired from his office. 

Any Comptroller General who shall be so retired for age after 
serving at least ten years in his office, or who completes his term, 
shall receive an annuity during the remainder of his life equal to the 
salary payable for his office at the time of retirement or completion 
of term, except that the annuity of any Comptroller General who 
completes his term shall be reduced by one-fourth of 1 per centum for 
each full month he is under the age of sixty-five at such completion. 
Any Comptroller General who becomes permanently disabled from 
performing his duties shall be retired and shall receive an annuity 
during the remainder of his life equal to the salary payable for his 
office at the time of retirement if he has served at least ten years 
therein or equal to one-half of such salary if he has served less than 
ten years. The annuities provided for herein shall be paid by the 
General Accounting Office. No person receiving benefits under this 


* Increased to $22,500 by Public Law 854, 84th Cong. (70 Stat 736). 
? Increased to $20,500 by Public Law 854, 84th Cong. (70 Stat 737), 
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Act shall receive any other retirement benefits under any other law of 
the United States. 

Src. 304. All powers and duties now conferred or imposed by law 
upon the Comptroller of the Treasury or the six auditors of the 

easury Department, and the duties of the Division of Bookkeeping 
and Warrants ° of the office of the Secretary of the Treasury relating 
to keeping the personal ledger accounts of disbursing and collecti 
officers, shall, so far as not inconsistent with this Act, be vested in an 
imposed upon the General Accounting Office and be exercised without 
direction from any other officer. The balances certified by the 
Comptroller General shall be final and conclusive upon the executive 
branch of the Government. The revision by the Comptroller General 
of settlements made by the six auditors shall be discontinued, except 
as to settlements made before July 1, 1921. 

The administrative examination of the accounts and vouchers of 
the Postal Service now imposed by law upon the Auditor for the Post 
Office Department shall be performed on and after July 1, 1921, by 
a bureau in the Post Office Department to be known as the Bureau 
of Accounts, which is hereby established for that purpose. The 
Bureau of Accounts shall be under the direction of a comptroller, 
who shall be appointed by the President with the advice and consent 
of the Senate, and shall receive a salary of $5,000 a year. The Com 
troller shall perform the administrative duties now performed by the 
Auditor for the Post Office Department and such other duties in 
relation thereto as the Postmaster General may direct. The ap- 

ropriation of $5,000 for the salary of the Auditor for the Post Office 
Department for the fiscal year 1922 is transferred and made available 
for the salary of the Comptroller, Bureau of Accounts, Post Office 
Department. The officers and employees of the Office of the Auditor 
for the Post Office Department engaged in the administrative exami- 
nation of accounts shall become officers and employees of the Bureau 
of Accounts at their grades and salaries on July 1, 1921. The appro- 
priations for salaries and for contingent and miscellaneous expenses 
and tabulating equipment for such office for the fiscal year 1922, and 
all books, records, documents, papers, furniture, office equipment, 
and other property shall be apportioned between, transferred to 
and made available for the Bureau of Accounts and the General 
Accounting Office, respectively, on the basis of duties transferred.*® 

Sec. 305. Section 236 of the Revised Statutes is amended to read 
as follows: 

“Sec, 236. All claims and demands whatever by the Government 
of the United States or against it, and all accounts whatever in which 
the Government of the United States is concerned, either as debtor or 
oe shall be settled and adjusted in the General Accounting 

ce.” 

Sec. 306. All laws relating generally to the administration of the 
departments and establishments shall, so far as applicable, govern 
the General Accounting Office. Copies of any books, records, papers, 
or documents, and transcripts from the books and proceedings of the 
General Accounting Office, when certified by the Comptroller General 

‘ Division of Bookkeeping and Warrants and its functions were transferred to Bureau of Accounts, and, 
er with certain other offices and agencies and their functions, were consolidated into Fiscal Service 
Department by Reorganization Plan No. III, sec. 1(a), effective June 30, 1940 pee 1231). 


‘Such Bureau of Accounts in the Post Office Department was abolished and all functions 
ferred to the Postmaster General by Reorganization Plan No. 3 of 1949 (63 Stat. 1066). 
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or the Assistant Comptroller General under its seal, shall be admitted 
as evidence with the same effect as the copies and transcripts referred 
to in sections 882 and 886 of the Revised Statutes. 

Src. 307. The Comptroller General may provide for the payment 
of accounts or claims adjusted and settled in the General Accountin 
Office, through disbursing officers of the several departments an 
establishments, instead of by warrant. 

Sec. 308. The duties now appertaining to the Division of Public 
Moneys of the Office of the Secretary of the Treasury, so far as they 
relate to the covering of revenues and repayments into the Treasury 
the issue of duplicate checks and warrants, and the certification of 
outstanding liabilities for payment, shall be performed by the Division 
of Bookkeeping and Warrants * of the Office of the Secretary of the 
Treasury. 

Src. 309. The Comptroller General shall prescribe the forms, sys- 
tems, and procedure for administrative appropriation and fund 
accounting in the several departments and establishments, and for the 
administrative examination of fiscal officers’ accounts and claims 
against the United States. 

Sec. 310. The offices of the six auditors shall be abolished, to take 
effect July 1, 1921. All other officers and employees of these offices 
except as otherwise provided herein shall become officers and em- 
ployees of the General Accounting Office at their grades and salaries 
on July 1, 1921. All books, records, documents, papers, furniture, 
office equipment, and other property of these offices, and of the 
Division of Bookkeeping and Warrants,’ so far as they relate to the 
work of such division transferred by section 304, shall become the 
property of the General Accounting Office. The General Accounting 
Office shall occupy temporarily the rooms now occupied by the office 
of the Comptroller of the Treasury and the six auditors. 

Src. 311. (a) The Comptroller General shall appoint, remove, and 
fix the compensation of such attorneys and other employees in the 
ona Accounting Office as may from time to time be provided for 

y law. 

(b) All such appointments, except to positions carrying a salary 
at a rate of more than $5,000 a year, shall be made in accordance 
with the civil-service Jaws and regulations.‘ 

(c) No person appointed by the Comptroller General shall be paid 
a salary at a rate of more than $6,000 a year, and not more than four 

ersons shall be paid a salary at a rate of more than $5,000 a year 

(d) All officers and employees of the General Accounting Office, 
whether transferred thereto or appointed by the Comptroller General, 
shall perform such duties as may be assigned to them by him. 

(e) All official acts performed by such officers or employees spe- 
cially designated therefor by the Comptroller General shall have the 
same force and effect as though performed by the Comptroller General 
in person. 

(f) The Comptroller General shall make such rules and regulations 
as may be necessary for carrying on the work of the General Account- 
ing Office, including rules and regulations concerning the admission 
of attorneys to practice before such office. 

«Provisions of such subsections as to salaries superseded by Classification Act of 1949, as amended 
“| Division of Bookkeeping and Warrants and its functions were transferred to Bureau of Accounts, and, 


ether with certain other offices and agencies and their functions, were consolidated into Fiscal 
of ury Department by Reorganization Plan No. ILI, sec. 1(a), effective June 30, 1940 (54 Stat. 1231). 
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Src. 312. (a) The Comptroller General shall investigate, at the 
seat of government or elsewhere, all matters relating to the receipt, 
disbursement, and application of public funds, and shall make to 
the President when requested by him, and to Congress at the begin- 
ning of each regular session, a report in writing of the work of the 
General Accounting Office, containing recommendations concernin 
the legislation he may deem necessary to facilitate the prompt an 
accurate rendition and settlement of accounts and concerning such 
other matters relating to the receipt, disbursement, and application 
of publie funds as he may think advisable. In such regular report, 
or in special reports at any time when Congress is in session, he shall 
make recommendations looking to greater economy or efficiency in 
public expenditures. ad 

(b) He shall make such investigations and reports as shall be 
ordered by either House of Congress or by any committee of either 
House having jurisdiction over revenue, appropriations, or expendi- 
tures. The Comptroller General shall also, at the request of any 
such committee, direct assistants from his office to furnish the com- 
mittee such aid and information as it may request. 

(c) The Comptroller General shall specially report to Congress 
every expenditure or contract made by any department or establish- 
ment in any year in violation of law. 

(d) He shall submit to Congress reports upon the adequacy and 
effectiveness of the administrative examination of accounts and claims 
in the respective departments and establishments and upon the ade- 
quacy and effectiveness of departmental inspection of the offices and 
accounts of fiscal officers. 

(e) He shall furnish such information relating to expenditures and 
accounting to the Bureau of the Budget as it may request from time 
to time. 

Sec. 313. All departments and establishments shall furnish to the 
Comptroller General such information regarding the powers, duties, 
activities, organization, financial transactions, and methods of busi- 
ness of their respective offices as he may from time to time require of 
them; and the Comptroller General, or any of his assistants or em- 
ployees, when duly authorized by him, shall, for the purpose of securing 
such information, have access to and the right to examine any books, 
documents, papers, or records of any such department or establish- 
ment. The authority contained in this section shall not be applicable 
to expenditures made under the provisions of section 291 of the 
Revised Statutes. 

Sec. 314. The Civil Service Commission shall establish an eligible 
register for accountants for the General Accounting Office, and the 
examinations of applicants for entrance upon such register shall be 
based upon questions approved by the Comptroller General. 

Sec. 315, (a) All appropriations for the fiscal year ending June 30, 

1922, for the offices of the Comptroller of the Treasury and the six 
auditors, are transferred to and made available for the General Ac- 
counting Office, except as otherwise provided herein. 
_(b) During such fiscal year the Comptroller General, within the 
limit of the total appropriations available for the General Accounting 
Office, may make such changes in the number and compensation of 
officers and employees appointed by him or transferred to the General 
Accounting Office under this Act as may be necessary, 
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(c) There shall also be transferred to the General Accounting Office 
such portions of the appropriations for rent and contingent and mis. 
cellaneous expenses, including allotments for printing and binding 
made for the Treasury Department for the fiscal year ending June 30, 
1922, as are equal to the amounts expended from similar a ropria- 
tions during the fiscal year ending June 30, 1921, by the Treasury 
Department for the offices of the Comptroller of the Treasury and 
the six auditors. 

(d) During the fiscal year ending June 30, 1922, the appropriations 
and portions of appropriations referred to in this section shall be 
available for salaries and expenses of the General Accounting Office, 
including payment for rent in the District of Columbia, traveling 
expenses, the purchase and exchange of law books, books of reference, 
and for all necessary miscellaneous and contingent expenses. 

Src. 316. The ‘Geitiral Accounting Office and the Bureau of 
Accounts * shall not be construed to be a bureau or office created since 
January 1, 1916, so as to deprive employees therein of the additional 
compensation allowed civilian employees under the provisions of 
section 6 of the Legislative, Executive, and Judicial Appropriation 
aa for the fiscal year-ending June 30, 1922, if otherwise entitled 
thereto. 

Sec. 317. The provisions of law prohibiting the transfer of em- 
ployees of executive departments and independent establishments 
until after service of three years shall not apply during the fiscal 
year ending June 30, 1922, to the transfer of employees to the General 
Accounting Office. 

Sec. 318. This Act shall take effect upon its approval by the 
President: Provided, That sections 301 to 317, inclusive, relating to 
the General Accounting Office and the Bureau of Accounts,’ shall 
take effect July 1, 1921. 

Szc. 319. (a) Any Comptroller General of the United States, within 
siz months of the date on which he takes office, or in the case of the Comp- 
troller General currently in office and any retired Comptroller General, 
within siz months after enactment of this section, may in writing elect 
a reduction in his salary and retirement pay for purposes of survivorship 
benefits as hereinafter provided. 

(b) There shall be deducted from the salary and retirement pay of any 
Comptroller General or retired Comptroller General making an election 
to receive survivorship benefits a sum equal to 3 per centum of his salary 
and retirement pay. 

(c) Each Comptroller General, or retired Comptroller General, making 
an election to receive survivorship benefits, shall deposit with the General 
Accounting Office for covering into the general fund of the Treasury as 
miscellaneous receipts a sum equal to 3 per centum of his salary and 
retirement pay received by him as Comptroller General prior to the date 
current deductions begin from his salary and retirement pay, and of his 
basic salary, pay, or compensation for service as a Senator, Representa- 
tive, Delegate, or Resident Commissioner in the Congress of the United 
States and for any other civilian service which may form the basis of a 
widow’s annuity as provided in subsection (n) of this section, with interest 
thereon at the rate of 4 per centum per annum to December 31, 1947, and 
8 per centum per annum, thereafter, compounded on December 31 of each 
year. The current deductions from salary or retirement pay shall be 


* Such Bureau of Accounts in the Post Office Department was abolished and all functions thereof tram» 
ferred to the Postmaster General by Reorganization Plan No. 3 of 1949 (63 Stat. 1066). 
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regarded as effective as of the date the election of reduced salary and re- 
tirement pay for purposes. of survivorship benefits is made. 

(d) Notwithstanding the failure of a Comptroller General or a retired 
Comptroller General to make the deposit under subsection (c), credit shall 
be allowed for the service rendered, but the annuity of the widow shall be 
reduced by 10 per centum of the amount of such deposit, computed as o 
the date of death of a Comptroller General or retired Comptroller General, 
unless such widow shall elect to eliminate such service entirely from. credit 
under subsections (n) and (0) of this section. 

(e) In case any Comptroller General or retired Comptroller General 
who has elected to bring himself within the purview of this section shall 
die while in office, or die while tn recetpt of retirement pay in accordance 
with section 303, after having rendered at least five years of civilian service 
computed as prescribed in subsections (n) and (0) of this section, for the 
last five years of which the salary deductions provided for by subsection 
(b) of this section or the deposits required by subsection (c) of this section 
have actually been made— 

(1) uf such Comptroller General. or retired Comptroller General 
is survwed by a widow but not by a dependent child, there shall be 
paid to such urdow an annuity beginning with the day of his death 
or following the widow’s attainment of the age of fifty years, whichever 
is the later, in an amount computed as provided in subsection (n) 
of this section; or 

(2) if such Comptroller General or retired Comptroller General 
is survwed by a widow and a dependent child or children, there shall 
be paid to such widow an immediate annuity in an amount computed 
as provided in subsection (n) of this section, and there shall also be 
paul to or on behalf of each such child an immediate annuity equal 
to one-half the amount of the annuity of such widow, but not to exceed 
$900 per year divided by the number of children or $360 per year, 
whichever is lesser; or 

(3) if such Comptroller General or retired. Comptroller General 
leaves no surviving widow but leaves a surviving dependent child or 
children, there shall be paid to or on behalf of each such child an 
immediate annuity rE the amount of the annuity to which such 
widow would have been entitled under paragraph (2) of this subsection 
had she survived, but not to exceed $480 per year. 

(f) The annuity payable to the widow hereunder shall be terminable 
upon her death or remarriage. The annuity payable to a child here- 
under shall be terminable upon (1) his attaining the age of eighteen years, 
(2) his marriage, or (3) his death, whichever first occurs, except that if 
such child is incapable of self-support by reason of mental or physical 
disability his annuity shall be terminable only wpon death, marriage, or 
recovery from such disability. In the event of the death of a widow leaving 
a dependent child or children of a Comptroller General or retired Comp- 
troller General surviving her the annuity of such child or children shall 
be recomputed and paid as provided in paragraph (3) of subsection (e) 
of this section. In any case in which the annuity of a dependent child, 
under this subsection, is terminated, the annuities of any remaining 
dependent child or children shall be recomputed and paid as though the 
child whose canal was terminated had not curnieid ok Comptroller 
General or retired Comptroller General. 
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(g) As used herein— 

(1) The term “widow” means a surviving wife of a Comptroller 
General or retired Comptroller General who either (A) shall have been 
married to such individual for at least two years immediately preceding 
his death or (B) is the mother of issue by such marriage, and who has not 
remarried. 

(2) The term “dependent child” means an unmarried child, including 
a dependent stepchild or an adopted child, who is under the age of eighteen 
years or who, because of physical or mental disability, is incapable of 
self-support. 

(h) Questions of dependency and disability arising under this section 
shall be determined by the General Counsel of the General Accounting 
Office, whose decision shall be final and conclusive. 

(1) In any case in which a Comptroller General who has elected to 
bring himself within the purview of this section is separated from the 
service prior to becoming entitled to retirement pay as provided wn section 
808, he shall be paid the total amount deducted from his salary, with 
interest thereon at the rate of 4 per centum per annum to December 31, 
1947, and 3 per centum per annum thereafter, compounded on December 
31 of each year to date of separation. 

(7) In any case in which (1) any Comptroller General (A) dies in 
office before completion of five years of civilian service as prescribed in 
subsections (n) and (0) of this section, or (B) after completing five years 
of such service dies in office without any survivors entitled to an annuity 
as provided in subsection (e) of this section, or (2) in any case in which 
any retired Comptroller General dies without any survivors entitled to an 
annuity as provided in subsection (e) of this section, the total amount 
deducted from his salary and retirement pay with interest thereon at the 
rate of 4 per centum per annum to Devesiber 31, 1947, and 3 per centum 
per annum thereafter, compounded on December 31st of each year to date 
of death, shall be paid to the person or persons surviving at the date title 
to payment arises, in the following order of precedence, and such payment 
shall be a bar to recovery by any other person: 

First, to the beneficiary or beneficiaries designated by a writing of a 
Comptroller. General or retired Comptroller General received by the 
General Accounting Office prior to his death; 

Second, if there be no such beneficiary, to the widow of such Comptroller 
General or retired Comptroller General; 

Third, if none of the above, to the child or children of such Comptroller 
General or retired Comptroller General and the descendants of any de- 
ceased children by representation; 

Fourth, if none of the above, to the parents of such Comptroller General 
or retired Comptroller General; = 

Fifth, 4 none of the above, to the duly appointed executor or adminis- 
trator of the estate of a Comptroller General or retired Comptroller General; 

Sizth, if none of the above, to such other next of kin of such Comptroller 
General or retired Comptroller General as may be determined by the Gen- 
eral Counsel of the General Accounting Office to be entitled wnder the laws 
of the domicile of such Comptroller General or retired Comptroller General 
at time of his death. 

Determinations as to the widow or child of a Comptroller General or 
retired Comptroller General for the purposes of this subsection shall be 
made by the General Counsel of the General Accounting Office without 
regard to the definition of these terms in subsection (g) of this section. 
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(k) In any case in which the annuities of all persons entitled to 
gurvwor annuities terminate et the aggregate amount of annuity or 
annuities paid equals the total amount deducted from the salary and 
retirement pay of a Comptroller General or retired Comptroller General, 
with interest thereon at 4 per centum eo annum to December 31, 1947, 
and $ per centum thereafter, compounded on December 31st of each year, 


to the date of his death, the difference shall be paid in the order of prece= 


dence prescribed in subsection (7) of this section. 


(i) Any accrued annuity remaining unpaid upon the termination 


(other than by death) of the annuity o any survwor of a Comptroller 
General or retired Comptroller G 8 be paid to such survivor. 
Any accrued annuity remaining unpaid wpon the death of any such 
survivor shall be paid in the following order of precedence: 

First, to the duly appointed executor or administrator of the estate of 
such person; 

Second, if there 1s no executor or administrator payment may be made 
after the expiration of thirty days from the date of death of such survivor, to 
such individual or individuals as may appear in the judgment of the 
General Counsel of the General Accounting Office to be legally entitled 
thereto, and such payment shall be a bar to recovery by any other individual. 

(m) Annuities granted under the terms of this section shall accrue 
monthly and shall be due and payable in monthly installments on the first 
business day of the month following the month or other period for which 
the annuity shall have accrued. None of the moneys mentioned in this 
section shall be assignable, either in law or equity, or subject to execution, 
levy, attachment, garnishment, or other legal process. 

(n) The annuity of a widow of a Comptroller General or retired 
Comptroller General who has elected to bring himself within the purview 
of this section shall be an amount equal to the sum of (1) 1% per centum 
of the average annual salary received by him for service as Comptroller 

eneral and any other prior allowable service during the last five years 
meer service multiplied by the sum of his years of service as Comptroller 

eneral, his years of service as a Senator, Representative, Delegate, or 
Resident Commissioner in the Congress of the United States, his years 
of prior allowable military service and his years, not exceeding fifteen, 
of prior allowable service as a congressional employee and (2) three- 
quarters of 1 per centum of such average annual salary multiplied by his 
years of any other allowable service, Su such annuity shall not exceed 
87% per centum of such average annual salary and shall be further reduced 
in accordance with subsection (d) of this section if applicable. 

(0) As used in subsection (n) the term “service as a congressional 
employee” means service as defined in section 1 (c) of the Civil Service 
Retirement Act, approved July 31, 1956, 70 Stat. 743 (64 U.S.C. 2261). 
The term ‘allowable military service’ means honorable active service 
not exceeding five years in the aggregate in the Army, Navy, Air Force, 
Marine Corps, or Coast Guard, including service in the National Guard 
only when ordered to active duty in the service of the United States, when 
such military service is not creditable for purposes of retirement or retired 
pay under any other provision of law. The term “other prior allowable 
service” means civilian service as an officer or employee of the United 
States or the District of Columbia, not otherwise covered by category (1) 
of subsection (n). 
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) The total service of a Comptroller General or retired Comptroller 
General shall be the full years and twelfth parts thereof, excluding from 
the aggregate the fractional part of a month, if any. 

(q) Nothing contained in this section shall be construed to prevent @ 
widow or dependent child eligible therefor from simultaneously receiving 
an annuity under this section and any annuity (including old age and 
survivor benefits) to which she would otherwise be entitled under any other 
law without regard to this section, but, in computing such other annuity 
service used in the computation of an annuity under this section shall not 
be credited. 

(r) The annuities and refund of deposits authorized in this section 
shall be paid from appropriations of the General Accounting Office. 


O 
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§. 1473, TO REPEAL THE ACT OF MAY 27, 1912, WHICH AUTHORIZED 
AND DIRECTED THE SECRETARY OF THE TREASURY TO SELL 


CERTAIN LAND TO THE FIRST BAPTIST CHURCH OF PLYMOUTH, 
MASS. 


June 18, 1959.—Ordered to be printed 


Mr. McCuetian, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To aceompany 8. 1473] 


The Committee on Government Operations, to whom was referred 
the bill (S. 1473) to repeal the act of May 27, 1912, which authorized 
and directed the Secretary of the Treasury to sell certain land to the 
First Baptist Church of Plymouth, Mass., having considered the 
same, report favorably thereon, without amendment, and recommend 
that the bill do pass. 


PURPOSE 


' The purpose of this bill is to repeal the act of May 27, 1912 (37 Stat. 
117, ch. 134), which authorized and directed the Secretary of the 
Treasury to convey a parcel of Serre land, containing 6,321 
square feet, to the First Baptist Church of Plymouth, Mass., in con- 
sideration of the church paying $100 therefor. 


BACKGROUND 


The General Services Administration has forwarded the proposed 
legislation to the Congress, and requested that it be enacted into law 
in order to effect the disposal of this property if and when it is declared 
surplus to the needs of the Federal Government. 

According to the information submitted to the Senate by the 
Administrator of General Services, this property together with other 
adjacent land was acquired in 1911 by the United States as a site for 
a new post office building. The former owner, one Dr. Burns, refused 
to sell the property to the Federal Government and as a result it had 
to be acquired through condemnation proceedings. About a year 
after the property was acquired by the Government, legislation was 
approved on May 27, 1912 (37 Stat. 117), authorizing the Secretary 
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of the Treasury to convey the rear portion of the land which is g 
rectangular shaped parcel (43 feet by 147 feet) in size, to the First 
Baptist Church of Plymouth, Mass. A deed of conveyance wag 
executed and forwarded to the postmaster at Plymouth, for delivery 
to the First Baptist Church, on payment of $100, which was the agreed 
selling price. About the time the sale was consummated Dr. Burns 
the former owner, vigorously protested against the sale of the property 
to the church, and threatened to file suit contending that the Federal 
Government acquired the property, by condemnation, as a site for 
a new post office building and therefore was not legally entitled 
to dispose of any part of the property so acquired. 

The First Baptist Church finally decided that in view of the former 
owner’s protest, it would not insist on acquisition of the property, and 
requested that the deed of conveyance be returned to the Government 
and the $100 paid for such land be refunded to the church. Although 
the new post office was constructed on a portion of the Federal build- 
ing site, no portion of the area referred to in the act of May 27, 1912 
has ever been used, and is not now being used, for post office purposes, 
On October 19, 1921, a revocable license was issued by the Federal 
Government to the town of Plymouth, Mass., for use of the land 
referred to in the act of May 27, as a public park. 





NEED FOR LEGISLATION 


Pursuant to the authority contained in the act of May 27, 1912, the 
Secretary of the Treasury was authorized and directed to sell this land 
to the First Baptist Church. It now appears that the property is not 
needed by the Post Office Department and the Department proposes 
to report it excess to its needs. When this action is taken the General 
Services Administration will be required under the provisions of the 
Federal Property and Administrative Services Act of 1949, to screen 
the property to determine whether any other department or agency 
has any use or need for the property. 

When this screening is completed by the General Services Adminis- 
tration, and it is established that no Federal use or need exists, the 
property will be declared surplus to the needs of the Federal Govern- 
ment and the GSA would proceed toward disposal of the property. 
However, in view of the restrictive covenant contained in the original 
conveyance, no action can be taken by the GSA until the act of May 
27, 1912, is repealed. It is therefore recommended that the impedi- 
ment to the disposal of this property be removed by the repeal of this 
statute which would permit the GSA to negotiate with the city of 
Plymouth, Mass., for disposal of the property pursuant to section 13(h) 
of the Surplus Property Act of 1944, or to sell or otherwise dispose of 
the property by negotiation as authorized by the Federal Property 
and Administrative Services Act of 1949, as amended. 

For the information of the committee there is set forth below the 
act of May 27, 1912 which is proposed to be repealed by S. 1473: 


CHAP. 134. An Act To authorize the Secretary of the 
Treasury to sell certain land to the First Baptist Church 
of Plymouth, Massachusetts. 

Be it enacted by the Senate and House of Representatives 
of the United States of America in Congress assembled, That 
the Secretary of the Treasury be, and he is hereby, author- 
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jzed and directed to grant, relinquish, and convey, by 

uitclaim deed, for aoe in consideration of one hundred 
dollars cash, to the First Baptist Church of Plymouth, 
Massachusetts, that portion of the Burns’ lot included in 
the Federal building site in said city, to the south of the 
continuation of the southerly boundary line of the next adja- 
cent property conveyed to the United States by said First 
Baptist Church, and to deposit the proceeds of such sale in 
the Treasury as a miscellaneous receipt. 


Approved, May 27, 1912 (37 Stat. 117). 


AGENCY COMMENTS 


There is inserted herein and made a part of this report the corre- 
spondence received by the committee from the General Services 
Administration, and the Bureau of the Budget, approving the bill 
under consideration. 


GENERAL SERVICES ADMINISTRATION, 


Washington, D.C., March 10, 1959. 
Hon. Ricnarp M. Nrxon, 


President of the Senate, Washington, D.C. 


My Dear Mr. Presipent: There is transmitted herewith for 
referral to the appropriate committee, a draft bill prepared by this 
agency, to repeal the act of May 27, 1912, which authorized and 
directed the Secretary of the Treasury to sell certain land to the First 
re Church of Plymouth, Mass. 


he proposal is a part of the legislative program of the General 
Services ‘Administration for 1959. 

In 1911 the U.S. Treasury Department acquired, through condem- 
nation proceedings, title to certain land in Plymouth, Mass., at a 
cost of approximately $29,600, for the construction of a post office 
building. The act of May 27, 1912 (37 Stat. 117, ch. 134), authorized 
and directed the Secretary of the Treasury to grant, relinquish, and 
convey, by quitclaim deed, for and in consideration of $100 cash to 
the First Baptist Church of Plymouth, Mass., that portion of the 
Burns’ lot included in the Federal building site in said city, to the 
south of the continuation of the southerly boundary line of the next 
adjacent property conveyed to the United States by said First Baptist 
Church, and to deposit the proceeds of such sale in the Treasury as 
a miscellaneous receipt. 

The portion of the post office site to be conveyed, pursuant to the 
act of May 27, 1912, is situated in the rear of said site and is a rec- 
tangular piece of vacant land measuring 43 feet by 147 feet. A quit- 
claim deed was executed on June 6, 1912, by the Secretary of the 
Treasury conveying said land to the First Baptist Church of Plymouth, 
Mass. According to a memorandum for Assistant Treasury Secretary 
Allen, dated March 10,1913, from the Supervising Architect of the 
Treasury Department, copy enclosed, the deed was forwarded to the 
epqenester at Plymouth for delivery to the grantee; but when. Dr. 

urns, the former owner of said land, heard of the proposed transfer, 
he vigorously objected thereto and threatened to bring suit to recover 

the property proposed to. be deeded to the church, claiming that the 
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Government, having condemned the land for Federal building pur. 
oses, could not legally dispose of the same in this manner. Mr. 
Harr? B. Davis, attorney for the First Baptist Church of Plymouth 
informed Assistant Treasury Secretary Allen, in a letter dated Febru- 
ary 24, 1913, copy enclosed, that because of the threatened suit by 
Dr, Burns, the First Baptist Church had sold its property adjoining 
the Federal building site and requested that the Government recall 
its deed and refund the payment of $100 which had been made by the 
church. Accordingly, the quitclaim deed was returned to the Treasury 
Department and the disbursing clerk of that Department returned 
the check for $100 to the postmaster of Plymouth with instructions 
that the same be delivered to the proper officials of the church. 

Although the post office is constructed on a portion of the Federal 
building site, no portion of the area referred to in the act of May 27, 
1912, has ever been used and is not now being used for post office 
purposes. On October 19, 1921, a revocable license was given to the 
town of Plymouth, Mass., to use the land referred to in the act of May 
27, 1912, for public park purposes. 

The Post Office Department has indicated that the area referred 
to'in the act of May 27, 1912, is not required for expansion of its 
existing facilities, and that it is, therefore, excess to its needs and will 
be reported as such to the General Services Administration. Inas- 
much as the act of May 27, 1912, not only authorized but also directed 
the Secretary of Treasury to convey the property referred to therein 
to a specific grantee, this Administration can make no other dispo- 
sition of this property until said act is repealed. If said act is repealed 
and the Post Office Department reports the property excess to its 
needs, the property would be screened by this Administration with 
other Federal agencies as excess property and, if no Federal require- 
ment is found, could then be disposed of as surplus property pursuant 
to the Federal Property and Administrative Services Act of 1949 (63 
Stat. 377), as amended. In the category of surplus property, the 
city of Plymouth, Mass., would have an opportunity to present its 
need for this property for public park and recreational purposes, pur- 
suant to section 13(h) of the Surplus Property Act of 1944 (62 Stat 
350), as amended. 

For the reasons stated above, prompt and favorable consideration 
of the enclosed.draft bill which repeals the act of May 27, 1912 is 
recommended. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this proposed legislation to the Congress. 

Sincerely yours, 
FRANKLIN Fioete, Administrator. 


Memorandum for Assistant Secretary Allen (Plymouth, Mass.) 


sun ee ee 
Mice of Supervising Architect, 
ashington, March 10, 1918. 

I attach hereto a letter dated the 24th ultimo from the attorney for 
the First Baptist Church of Plymouth, Mass., regarding the sale to 
said church of a portion of the land heretofore acquired as the Federal 
building site at that place. From the statements contained in said 
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eymmunication, it will be seen that the church does not now desire to 
urchase the portion of the site in question. 

In order to refresh your memory of the facts in connection with this 
case it may not be out of place to state that a portion of the Plymouth 
site was acquired by condemnation procedings, Dr. Burns being the 

rincipal defendant. After the title to the property had been vested 
in the United States, representatives of said Baptist Church secured an 
act of Congress authorizing the Secretary of the Treasury to convey 
to them, by quitclaim deed, a portion off the rear of said site for $100. 
The usual quitclaim deed was duly executed and forwarded to the 
postmaster at Plymouth for delivery. When Dr. Burns heard of the 

roposed transfer, he vigorously objected thereto and threatened to 

ring suit to recover the property proposed to be deeded to the church, 
claiming that the Government, having condemned the land for Federal 
building purposes, could not legally dispose of same in this manner. 

The U.S. attorney stated that Dr. Burns’ contention was well sup- 
ported in law. The church people were unwilling to purchase the 

roperty under these circumstances and it appears from the attached 
fetter that they have sold their property adjoining the Federal building 
site and purchasen land elsewhere for the erection of their church. 
The Attorney General, however, does not agree with the U.S. attorney 
as to the legality of Dr. Burns’ contention. 

The quitclaim deed is now in the hands of the postmaster at Ply- 
mouth, and the check for $100 tendered in payment for the property 
is in the hands of Disbursing Clerk Jacobs. In view of the circum- 
stances it would appear that the proposed sale of the property may 
as well be abandoned and I therefore attach letters directing the 
postmaster to return here the quitclaim deed of the property and 
requesting the disbursing clerk to return to the postmaster the check 
for $100 now in his possession with instructions that same be delivered 
to the proper officials of the church. 

Assistant Secretary Allen approves that sale of the property be 
abandoned. 

‘ If this action meets with your approval, will you kindly so indicate 
ereon. 
O. WeNDEROTH, 
Supervising Architect. 

Approved: 

SHERMAN ALLEN, 
Assistant Secretary. 


Piymouts, Mass., February 24, 1918. 
Mr, SHerMan ALLEN, 
Washington, D.C. 

My Dear Sir: I have for some time been straightening out certain 
matters in connection with the transfer of a certain piece of land in 
Plymouth by the U.S. Government to the First Baptist Church of 
Plymouth. I talked the matter over with Mr. French on several occa- 
sions and regret that it has moved along so slowly, not through any 
fault of Mr. French, but owing to the fact that we had great difficulty 
in dealing with Dr. Burns. You are probably acquainted through 
Mr. French with the facts of the case which are briefly these: That 
when Dr. Burns found that this lot was to be transferred to the First 
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Baptist Church, he notified them that if they took title, he intended 
to take a writ of entry to recover the property. I went over the case 
carefully and came to the conclusion that it was a very close case and 
that while it might be possible that the First Baptist Church would 
win in the end, there was enough doubt in regard to it to make jt 
unsafe for them to proceed to build their church until the matter wag 
settled. I knew further that Dr. Burns would keep his word in regard 
to bringing that suit. If proceedings were begun, I knew that it would 
be some time before they would be settled and this would seriously 
inconvenience my clients in their building operations. 

I therefore advised them that in my opinion it would be better to 
seek another site and acting upon this advice they did so. They have 
recently acquired a very desirable site. 

Almost immediately they received a very good offer for the lot on 
Main Street which they accepted and that property was transferred 
Monday to Mr. Mansfield S. O’Brien. My clients, therefore do not 
now feel that they should accept the deed of the Burns lot which is 
here at the post office. 

I assume that having abandoned the site for church purposes, the 
Government would no cr care to transfer it to them. That phase 
of the case was discussed last week in connection with the selling of the 
other lot. If it had simply been a question at that time of accepti 
the title and fighting it out with Dr. Burns, I should have advis 
them to do it and then sell it if successful, but I did not believe that 
the First Baptist Church could do it in good faith. 

I think, therefore, that if it is satisfactory to your Department, the 
best thing to be done under all the circumstances is for you to recall 
your ion and refund the payment of $100 which I understand is in 
your hands at the present time. 

I was in Boston last Friday and called Mr. French on the telephone 
and he suggested that I take this matter up directly with you. 

Very truly yours, 
Harry B. Davis, 
Counselor at Law. 





GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., April 17, 1959. 
Hon. Joun L. McCrennan, 
Chairman, Committee on Government Operations, 
U:S. Senate, Washington, D.C. 


Dear Mr. CuHarrMANn: Your letter of March 25, 1959 requests our 
views on S. 1473, 86th Congress, a bill to repeal the act of May 27, 
1912, which authorized and directed the Secretary of the Treasury to 
sell certain land to the First Baptist Church of Plymouth, Mass. 

The proposed legislation is an item in the General Services Admin- 
istration’s legislative program for 1959. A draft of the proposal was 
forwarded to the President of the Senate on March 10 with request 
for referral to the appropriate committee. The reasons for spon- 
soring the item are contained in the March 10 letter, copy of. which 
has been enclosed. 

The Bureau of the Budget has advised there is no objection to the 
submission of this report to your committee. 

Sincerely yours, 
FRANKLIN FLOETE, Administrator. 
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Executive Office OF THE PRESIDENT, 
BurREAU OF THE BupGEt, 
Washington, D.C., June 10, 1959. 
Hon. Joun L. McCietian, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarrman: This is in reply to your letter of March 
25, 1959, requesting the views of this office with respect to S. 1473, 
to repeal the act of May 27, 1912, which authorized and directed the 
Secretary of the Treasury to sell certain land to the First Baptist 
Church of Plymouth, Mass. 

This measure, a part of the General Services Administration’s 
legislative program for the 86th Congress, was cleared by the Bureau 
of the Budget when submitted in draft form. We understand that 
the property in Plymouth, Mass., cannot be disposed of as excess or 
surplus property until the Act of May 27, 1912, is repealed. 

Accordingly, the Bureau of the Budget recommends that your 
committee give favorable consideration to this bill. 

Sincerely yours, 
Puiturp S. Hueuss, 
Assistant Director for Legislative Reference. 


O 
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PROVIDING FOR ADJUSTMENT OF LEGISLATIVE JURISDICTION 
EXERCISED BY THE UNITED STATES OVER LAND IN THE SEV- 
ERAL STATES USED FOR FEDERAL PURPOSES 


June 18, 1959.—Ordered to be printed 


Mr. McCueuian, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany S. 1617] 


The Committee on Government Operations, to whom was referred 
the bill (S. 1617) to provide for the adjustment of the legislative 
jurisdiction exercised by the United States over land in the several 

tates used for Federal purposes, having considered the same, report 
favorably thereon, without amendment, and recommend that the bill 


do pass. 

The bill, S. 1617, is identical to S. 1538, approved by the Senate 
without a dissenting vote in the 85th Congress, on March 3, 1958. 
S. 1538 was recalled from the House of Representatives under a 
motion for reconsideration and was not again acted upon before 
adjournment. 


PURPOSE 


The purpose of S. 1617 is to permit Federal agencies to restore to 
the States certain jurisdictional authority now vested in the United 
States, which may better be administered by State authorities, and 
to acquire only such jurisdiction as may be necessary in connection 
with future land procurement. Once legislative jurisdiction has been 
vested in the United States, it cannot be revested in the States other 
than by operation of a limitation imposed by the State at the time 
the State ceded jurisdiction, or by an act of Congress. 

The bill specifically declares it to be the policy of the Congress that 
(1) the Federal Government shall receive or retain only such measure 
of legislative jurisdiction over federally owned or operated land areas 
within the States as may be necessary for the proper performance of 
Federal functions; and (2) to the extent consistent with the purposes 
for which the land is held by the United States, the Federal Govern- 
ment shall avoid receiving or retaining concurrent jurisdiction or any 
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measure of exclusive legislative jurisdiction. An overall objective of 
the bill is to provide that, in any case, the Federal Government should 
not receive or retain any of the States’ legislative jurisdiction with 
respect to qualifications for voting, education, public health and safety 
taxation, marriage, divorce, descent and distribution of property, 
and a variety of other matters, which are ordinarily the subject of 
State control. 

S. 1617 would authorize the head or other authorized officer of any 
department or independent establishment or agency of the Federal] 
Government to relinquish to the State in which any Federal lands or 
interests therein under his custody or control are situated, such 
measure of legislative jurisdiction over such lands or interests therein 
as he may deem desirable. -The bill provides that with respect to 
future acquisitions of property, no more jurisdiction than is necessary 
for the proper performance of the functions of the acquiring agene 
should be obtained. Any relinquishment of jurisdiction by the Fed- 
eral Government would be subject to acceptance by the State in such 
manner as the law of such State might provide. 

Other provisions of the bill would authorize Federal department 
and agency heads to issue necessary rules and regulations for the 
governing of public buildings and other areas under their charge and 
control, and to provide such reasonable penalties, within prescribed 
limits, as will insure their enforcement; permit such heads to utilize 
the facilities of existing law-enforcement agencies for the enforcement 
of any such regulations; authorize the General Services Administra- 
tion to detail special policemen for the protection of Federal property 
under the charge of other departments and agencies; extend the 
authority of U.S. commissioners to try and sentence persons com- 
mitting petty offenses in any place under the charge and control of 
the United States; extend the right of States and their political 
subdivisions to serve and execute process in areas under the legislative 
jurisdiction of the United States, while making it clear that such 
pine may not be served contrary to rules and regulations issued 

y authorized Federal personnel for the purpose of preventing inter- 
ference in carrying out Federal functions; and amend or repeal obso- 
lete or inconsistent Federal statutes. 


COMMITTEE ACTION 


The bill was originally drafted by the staff of the committee with 
the cooperation of the Department of Justice, in order to implement 
recommendations contained in a report by the Interdepartmental 
Committee for the Study of Jurisdiction Over Federal Areas Within 
the States, a Committee appointed by the President for the purpose 
of finding means of solving the avon ng arising out of the uncertain 
jurisdictional status of Federal lands situated within the several 
States. The Committee was composed of representatives of eight 
executive departments and agencies of the Federal Government, in- 
cluding the Bureau of the Budget, which had a principal interest in the 
problems involved. Twenty-five other agencies of the Federal Gov- 
ernment furnished information concerning their properties and 
problems relating to legislative jurisdiction to the Committee. In 
addition, the Interdepartmental Committee had the assistance and 
cooperation of the National Association of Attorneys General in its 
conduct of the study. 
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Following the introduction of the bill in its original form in the 84th 
Congress (S. 4196), the chairman of the Committee on Government 
rations forwarded copies to the Governors and attorneys general 
i several States and to all interested Federal agencies for com- 
ments and recommendations. Reports were received from 36 States— 
31 State Governors and 29 State attorneys general—all of whom 
endorsed the objectives of the bill and recommended favorable com- 
mittee consideration. Certain of the Governors and attorneys general 
of the States requested that the committee withhold action on S. 4196, 
however, until a study of its provisions could be completed by the 
State Committee on Legislative Jurisdiction of the Council of State 
Governments. That committee was appointed by the president of the 
council pursuant to a resolution adepeed by the States for the purpose 
of considering the legislation proposed by S. 4196. The committee 
appointed for this purpose was directed to give consideration to cer- 
tain suggested amendments to the original bill, and to determine 
whether or not it would be feasible to extend its provisions beyond its 
original intent by incorporating certain suggestions made by various 
State officials. 

Upon completion of the study made by the Committee on Legisla- 
tive Jurisdiction, the staff of the Committee on Government 
Operations arranged conferences between the representatives of the 
Council of State Governments and of the Department of Justice for 
the purpose of perfecting the bill by incorporating appropriate amend- 
ments. Following a number of such conferences, during which con- 
sideration was given to the various recommendations of the Governors, 
attorneys general, and the Council of State Governments, an amend- 
ment in the nature of a substitute for the language incorporated in S. 
1835 was drafted, with the unanimous approval of representatives of 
the States and the executive branch of the Federal Government. 
Consideration was given to all recommendations submitted to the 
committee by the Governors of the States, and by the National 
Association of Attorneys General, the National Association of Tax 
Administrators, and Federal agencies interested in the bill, which 
were consistent with the objectives of the proposed legislation. 

Some of the suggestions submitted to the Committee on Govern- 
ment Operations by certain of the State officials and by the National 
Association of Tax Administrators, dealt with tax matters which were 
considered to be outside of the scope of the recommendations of the 
Interdepartmental Committee for the Study of Jurisdiction Over 
Federal Areas Within the States. Such suggestions were largely con- 
cerned with tax problems, such as payments by the Federal Govern- 
ment in lieu of taxes, etc., which the committee felt should be con- 
sidered in separate legislation dealing exclusively with those problems. 
Specific proposals pertaining to those problems are presently pending 
before this committee, and hearings were held on two of these bills 
(S. 910 and S. 1417) on March 19 and 20, 1959. 

5. 1617 is not concerned with tax matters, except to the extent that 
a transfer of legislative jurisdiction may involve transfer of a power 
to tax (other than the Government or its property), and also to the 
extent that there are preserved certain Badavsh aacaeaia to State and 


tn cee as embodied in such statutes as the Buck Act and the 
a Act. 
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CLARIFICATION OF PROVISIONS OF THE BILL AS THEY RELATE TO Clyy, 
RIGHTS, CONSERVATION, ALASKA, AND INDIAN LANDS 


At an executive session held by the committee on May 4, 1959, 
final action on S. 1617, for the adjustment of the legislative juris. 
diction exercised by the United States over land in the several States 
used for Federal purposes, was postponed pending clarification of the 
provisions of the bill as they relate to civil rights, conservation, Alaska, 
and Indian lands. 

In accordance with a directive from the committee, the staff 
contacted officials of the Department of Justice and representatives 
of the Council of State Governments who assisted in the preparation 
of the proposed legislation and requested that they submit additional 
information to clarify these points and whether or not the enactment 
of S. 1617 would have any impact upon the administration of Federal 
laws in these areas. 

The following communications from the Department of Justice and 
the Council of State Governments, in response to this request, are 
submitted for information of the Congr ess: 


DEPARTMENT OF JUSTICE, 
Washington, May 11, 1959. 


Hon. Joun L. McCie.ian, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 

Dear Mr. CuarrMan: In the course of recent conversations between 
members of our respective staffs it was indicated that your committee 
desired to receive from me a statement concerning the relation of the 
bill S. 1617, 86th Congress (to provide for the adjustment of the 


legislative jurisdiction exercised by the United States over land in the 
several States used for Federal purposes, and for other purposes), to 
civil rights, conservation, Alaska, and Indians. 

A memorandum covering these matters is forwarded herewith. I 
will be pleased to have you advise me if I can be of any further service 
with respect to this subject. 

Sincerely, 
Perry W. Morton, 
Assistant Attorney General (Chairman of the former Interdepart- 
mental Committee for the Study of Jurisdiction over Federal 
Areas within the States). 


MemoranpuM—Porpose oF 8.1617 anp Irs Retation to Crvm 
Ricuts, ConspRVATION, ALASKA, AND INDIANS 


Purpose.—The bill S. 1617, 86th Congress, principally would au- 
thorize the heads of Federal departments and agencies, with State 
consent given in the manner provided by State law, to adjust the 
legislative jurisdiction of Federal land areas which are under their 
supervision to whatever status best suits the Federal purposes for 
which the properties are being used. Present law permits only acqui- 
sition of legislative jurisdiction and makes no provision for downward 
revision of such jurisdiction once it has been acquired, even where 
Federal use or property and related Federal needs with respect to 
jurisdiction have drastically changed. This has resulted in the Fed- 
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eral Government having exclusive legislative jurisdiction over a very 
large number of land areas as to which it does not need such jurisdic- 
tion for any present or contemplated purpose, and in unnecessary 
maintenance of these areas as Federal ‘‘islands” within the States. 
The bill, which was developed through long collaboration between 
representatives of the Federal and State governments, including the 
staff of the Senate Government Operations Committee, has the en- 
dorsement of all interested agencies in the executive branch, and of the 
Council of State Governments. 

Civil Rights.—An important reason for the adjustment of legisla- 
tive jurisdiction over land areas on which Federal installations are 
located is to permit residents of such areas to vote, to have access to 
courts for the administration of their estates, for the adoption of 
children, for divorce suits, or for securing other legal relief dependent 
upon residence or domicile, and to enjoy other civil rights which now 
may be completely denied to them solely because of the unique juris- 
dictional status of their place of residence. There also may be denied 
to them at present numerous other privileges and services which 
normally are rendered by State and local governments to residents 
within their boundaries. Notwithstanding that such residents are 
being deprived of various civil rights and related privileges and serv- 
ices they are subject to most State and local taxes. The lead sentence 
of an Associated Press dispatch dated April 22, 1959, succinctly 
indicates their plight: 

‘Des Mornes (AP).—People who live on Federal property at the 
Iowa Ordnance Plant west of Burlington have made the belated dis- 
covery that maybe they are not residents of Iowa, are not supposed to 
vote in elections but are expected to pay State income taxes.”’ 

One hundred and fifty families are stated to be involved in this 
Iowa situation. Larger groups of persons are similarly involved at 
other installations. Uncounted thousands of such residents, prin- 
cipally civilian scientists, technicians, guards, and other employees, in 
national parks, at Federal prisons, and on other areas over which the 
Federal Government has exclusive legislative jurisdiction located in 
all of the several States can become entitled to privileges which are 
considered basic rights of American citizens only if the legislative 
jurisdiction over the areas on which they live can be adjusted under 
such authority as this bill would grant. 

Except to the extent that S. 1617 would permit the granting through 
concurrent action by individual States and the Federal Government 
of voting and similar rights to residents on such Federal property as 
is determined to be needlessly under the exclusive legislative juris- 
diction of the United States, the bill would have no effect on civil 
rights. It would not amend or in any way affect the Civil Rights 
Act of 1957, or any other Federal legislation, constitutional provision, 
Federal agency order, or decision which is concerned with civil rights. 
_ Enactment of the bill would not. automatically change the legislative 
jurisdictional status of any land but merely would permit the status 
of individual areas to be adjusted on a case-by-case basis where such 
adjustment is agreeable to both Federal and State authorities. Re- 
linquishment of legislative jurisdiction would not affect the title of 
the Federal Government to any land, nor would it affect the right of 
the Federal Government to carry out Federal functions on its land, 
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Federal functions would continue to be completely and solely under 
Federal control: “there is an implied constitutional immunity of the 
National Government from * * * State regulation of the perform. 
ance, by Federal officers and agencies, of governmental functions” 
(Penn Dairies v. Milk Control Commission, 318 U.S. 261, 269 (1943)), 

State laws, criminal and civil, already are in effect on areas under 
the exclusive legislative jurisdiction of the Federal Government to the 
extent that they are not inconsistent with Federal law. Under the 
Assimilative Crimes Act (18 U.S.C. 13), as to criminal law, and general 
legal principles, as to civil law (see “Report of the Interdepartmental 
Committee for the Study of Jurisdiction over Federal Areas Within the 
States,” pt. II, p. 156 (GPO, 1957)) these are converted into Federal 
laws on such areas. But with or without Federal legislative jurisdic- 
tion over an area, no State or local law could be enforced which 
attempted to control or interfere with conduct of Federal functions on 
the area. A fortiori, no unconstitutional State or local statute could 
be enforced on the area. 

It should be noted that a great deal of experience already has been 
had in conducting Federal functions on lands over which the Federal 
Government does not have exclusive jurisdiction. For example, the 
Federal Government has such jurisdiction over only 6 percent of land 
constituting Air Force installations, 20 percent of land constituting 
Army installations, and 32 percent of land constituting Navy installa- 
tions; over all, the Government has exclusive legislative jurisdiction 
over less than 2 percent of the land area belonging to it (figures do not 
include Alaska or Hawaii). The Federal Government for many years 
has been conducting its operations on these land areas free from any 
character of discrimination in the matter of civil rights. These opera- 
tions have been so conducted on all federally owned areas, those over 
which the Government does not have exclusive legislative jurisdiction 
as well as those over which it does have such jurisdiction. It can be 
added that the Federal Government has so conducted its operations 
without any interference or attempted interference by State or local 
authorities. 

The legal status of equal rights without regard to race has, of course, 
been the subject of many recent court decisions. Examples of such 
decisions are those prohibiting segregation in institutions wholly 
owned and operated tie States (such as schools), and in institutions 
operated entirely by State or local franchise (such as intrastate bus- 
lines). Such decisions give assurances entirely additional to the 
assurances already described against deprivation of civil rights from 
persons on Federal lands regardless of the legislative jurisdictional 
status of such lands. 

Conservation.—Enactment of the bill S. 1617 into law will further 
the conservation of the fish, wildlife and other natural resources of the 
United States, since game wardens and other State and local law en- 
forcement authorities can assist Federal authorities in conservation 
efforts upon a proper adjustment of legislative jurisdiction over Federal 
areas. Representatives of the National Wildlife Federation and the 
National Park Association recently have indicated their concurrences 
in the purposes of the bill. While these organizations are opposed to 
any legislation under which disposition might be made of Federal land 
areas, S. 1617 is not such legislation; it relates to legislative jurisdic- 
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tion, and will not adversely affect title, possession, or control of the 
Federal Government over Federal areas. 

Alaska.—S. 1617 is applicable to Federal lands in each of the several 
States. Since Alaska has become a State, the provisions of the bill 
are fully applicable to it. 

Sections 10 and 11 of the Alaska Statehood Act (72 Stat. 339) con- 
tain provisions for Federal exercises of legislative jurisdiction over 
various areas in Alaska. Section 10 relates to special national defense 
withdrawals, and section 11 to Mount McKinley National Park and 
federally owned areas held for military, naval, Air Force, or Coast 
Guard purposes. While the degree of legislative jurisdiction to be 
exercised by the Federal and State governments, respectively, within 
the areas covered by each of the sections is specified in the act, experi- 
ence may dictate that different arrangements should be made. The 
bill S. 1617 is intended to permit, with the concurrence of the State, 
adjustment of legislative jurisdiction acquired by Federal reservation 
at the time a State is admitted into the Union as well as legislative 
jurisdiction acquired by the Federal Government through other 
means. (See p. 14 of the report of the Senate Government Operations 
Committee on S. 1617.) 

Indians.—The bill S. 1617 applies only to legislative jurisdiction of 
the kind involved in article I, section 8, clause 17, of the Constitution. 
According to recent survey (1956) the Federal Government does not 
have or exercise this kind of jurisdiction over any Indian lands. 
Consequently, the status of Indian lands will not be affected by the 
bill. 





Tue Councit or State GovERNMENTS, 
Washington, D.C., May 20, 1959. 
Hon. Joun L. McCrie.uan, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 


My Dear Senator: It is our understanding that your committee 
desired that the Council of State Governments prepare a memorandum 
concerning the possible effect of the enactment of the bill S. 1617 on 
conservation of natural resources, civil rights, the State of Alaska, and 
Indians. The chairman of the council’s committee on legislative 
jurisdiction over Federal lands has approved the memorandum which 
is enclosed. 

If we can be of further assistance, please let us know. 

Sincerely yours, 
Cuartszs F. Scuwan, Jdr., 
Washington Representative. 


MemoranpuM Re §, 1617 Susmirrep sy THE CounciL oF 
State GOVERNMENTS TO SENATE COMMITTEE ON GOVERN- 
MENT OpErRaTIOoNs, May 20, 1959 
The proposed legislation with respect to legislative juris- 

diction over Federal areas within the States S. 1617) would 

be very helpful in clarifying a presently confused situation. 

The Committee on Legislative Jurisdiction of the Council of 

State Governments filed a memorandum in support of S. 1538 
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in its amended form when that bill was before the 85th Con- 
gress. Since the present legislation is identical with the 
earlier bill, our position now is the same as it was then. This 
memorandum is designed to deal with four specific questions 
which have been asked about the present proposal: (1) What 
would be the effect of the bill on conservation of natural re- 
sources? (2) What would be its effect on civil rights? 
(3) What would be its effect on Federal areas in the State of 
Alaska? (4) What would be its effect on Indians? 


CONSERVATION OF NATURAL RESOURCES 


In most instances, the passage of the proposed legislation 
would have no effect on conservation at all. Unfortunately, 
the technical character of the jurisdictional concept makes 
it possible to confuse jurisdictional status with ownership. 
The two concepts are entirely separate. The bill neither 
provides for nor authorizes the transfer of any lands or inter- 
ests therein. The acquisition and sale of lands by the Fed- 
eral Government would proceed just as it doesnow. In fact, 
the disposition of resources on Federal lands would con- 
tinue as much under the control of the Federal Govern- 
ment as in the absence of this bill. ute aside from any 
question of legislative jurisdiction, the Federal Government 
controls the resources on its lands because it is the proprietor. 
Consequently, it has all the rights of an owner to use, conserve 
or dispose of its property. 

In some cases, however, the passage of the bill would make 
improved conservation possible. Particularly in the fields of 
hunting and fishing, the absence of State legislative jurisdic- 
tion over Federal areas makes it impossible for the States to 
enforce their conservation laws effectively. At the present 
time, the migratory character of many kinds of wildlife makes 
it possible for acts done by private persons on unregulated 
or insufficiently regulated Federal areas to reduce the effec- 
tiveness of conservation measures enforced elsewhere in the 
State. The transfer of legislative jurisdiction to the States 
which the bill would facilitate could lead to improved con- 
servation in these situations. 


CIVIL RIGHTS 


The ability of persons to avail themselves of certain civil 
rights such as voting does depend on the jurisdictional status 
of a Federal area. By providing a more orderly method of the 
transfer of legislative jurisdiction, the bill does make it pos- 
sible for many States to extend such civil rights to persons on 
Federal areas who do not now have them. 

Other civil rights are of the type generally considered to 
fall within the positive protection of the Constitution, partic- 
ularly the 14th amendment. Of course, Congress cannot 
authorize any State to violate the 14th amendment guar- 
antees, either on its own territory or on lands belonging to 
the Federal Government. Such civil rights will continue to 
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be protected to the same extent as now in any case. The 
bill does nothing to affect the availability of any procedure 
now available for this purpose. 

To the extent that the activities of persons on Federal 
areas relate to Federal functions, the Federal Government 
will control such activities and the surrounding conditions. 
They will do so by reason of the doctrine of intergovern- 
mental immunities, a fundamental constitutional doctrine 
not affected by the proposed legislation. In this connection, 
it should be pointed out that even now the Federal Govern- 
ment can cede legislative jurisdiction to a State in which a 
Federal area is located if the State accepts it. The bill would 
be useful in promoting orderly transfers and a clearer under- 
standing of the consequences of transfer, but it would not 
change any of the consequences of transfer or make any 
transfers possible where they are now impossible, 


THE STATE OF ALASKA 


The only reason to question the effect of the proposed 
legislation on the State of Alaska is that the act admitting 
that State to the Union made extensive provision for the 
assertion or reassertion of exclusive legislature jurisdiction 
by the Federal Government for military purposes. In gen- 
eral, it would seem that legislative jurisdiction in Alaska 
should be handled in the same way as legislative jurisdiction 
elsewhere. The States of the Union should be equal in 
authority. This is both a constitutional and a practicable 
principle. If the conclusions of the Interdepartmental 
Committee on Jurisdiction Over Federal Areas Within the 
States are valid, it should follow in Alaska as elsewhere that 
the Federal Government can normally accomplish its pur- 
poses by holding land in proprietorial status only. 

In any event, transfer of jurisdiction is left to the initiative 
of the heads of the several Federal agencies. If military or 
other considerations compel retention of Federal jurisdiction, 
it need not be transferred. On the other hand, the State 
need not accept a retrocession of jurisdiction if for any 
reason it feels it should not do so. Enactment of this bill 
woula provide a means of transferring jurisdiction. It 
would in no way indicate what transfers should be consum- 
mated nor where or when negotiations to transfer jurisdic- 
tion should be entered into. 


INDIANS 


To the extent that this bill relates to Indians it does so by 
reenacting the final paragraph of section 355 of the Revised 
Statutes of the United States (40 U.S.C. 255), with the ad- 
dition of language authorizing the heads of appropriate 
agencies to return jurisdiction. It is our understanding that 
the authority presently possessed has never been utilized with 
respect to Indian lands. 
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NATIONAL PARKS ASSOCIATION 


The following letter, with enclosed statement prepared by Mr. Fred 
M. Packard, former executive secretary of the National Parks Ag. 
sociation, was submitted to the chairman to indicate that the cop. 
servationists have no objection to the approval of S. 1617: 


Wasuineton, D.C., May 12, 1959, 
Hon. Jonn L. McCiexuan, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 


Dear Senator McCretuan: S. 1617, relating to legislative j juris- 
diction on federally ow ned lands, is pending before your committee, 
During the previous session of Congress, I raised certain questions 
about the relationship between the provisions of this proposed legis. 
lation and the retention of jurisdiction by the established administer. 
ing agencies over lands reserved as national parks, wildlife refuges, 
and for similar conservation programs, in my capacity as executive 
secretary of the National Parks Association. Due partly to these 
questions, in which I was joined by other conservationists, the legis. 
lation was not enacted. 

Subsequently, Mr. Charles H. Callison, conservation director of 
the National Wildlife Federation, and I conferred with Mr. Perry 
Morton, Assistant Attorne General for the Lands Division, al 
Mr. Henry Pike, Assistant General Counsel, GSA, to determine what 
import, if any, this measure has with regard to such reserved lands. 
After thorough discussion, Mr. Callison and I were convinced no 
adverse effects on our interests were involved, and I prepared a report 
to that effect, which was transmitted to Mr. Morton. A copy is 
attached herewith. 

While I do not at present hold my former position with the National 
Parks Association, I believe it in order that [ inform you of the action 
that was taken with regard to the legislation before you. 

Yours sincerely, 
Frep M. Packarp. 


NATIONAL ParKs ASSOCIATION, 
Washington, D.C., June 18, 1958. 

In March, certain provisions of S. 1538, to provide for the adjust- 
ment of the legislative jurisdiction exercised by the United States over 
land in the several States used for Federal purposes, came to our 
attention. Section 2 included the following provision: 

“The head or other authorized officer of any department or inde- 
pendent establishment or agency of the Government may, consistent 
with the policy set forth in this Act, acquire from, or relinquish to, 
the State in which any lands or interests therein under his immediate 
jurisdiction, custody, or control are situated, such measure of legisla- 
tive jurisdiction over any such lands or interests as he may deem 
desirable.” 

We are constantly alert to possible efforts by vested interests to 
gain control of Federal lands within the national parks and monu- 
ments, national forests, and other categories by transfer of jurisdiction 
or title to the respective States, and possible subsequent disposition 
to individuals. The “land grab” of the 1940’s is a warning memory. 
Because of the broadness of the above wording, we took action to 
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preclude further action by the House Committee on Government 
Operations (to which the bill had been referred after passing the 
Senate) until we could determine the purposes of the bill and its 
significance. 

Mr. Charles H. Callison, conservation director of the National 
Wildlife Federation, and I met with Assistant Attorney General 
Perry W. Morton and others of the Interdepartmental Committee 
for the Study of Jurisdiction Over Federal Areas within the States, 
and we have been satisfied this legislation has no ulterior purpose, 
that its objectives are proper and will result in benefit to the people 
living on federally owned lands, and that the objections conservation- 
ists have expressed should be lifted in order that the bill may be 
enacted by the present Congress. ; 

The presence of Federal enclaves, large and small, within the 
boundaries of the States has led to extremely complex legal problems. 
A Federal area of exclusive jurisdiction has been held in some States 
to be completely a sovereign area, surrounded by a sovereign State 
which has no obligations to provide such normal services as sewage 
disposal, road maintenance, etc.; nor can persons residing on ‘such 
areas vote, hold office, send their children to public schools, secure 
divorces, have access to State courts, secure State hospital services, 
or otherwise enjoy the benefits and rights contingent on State resi- 
dence. They are not citizens of the States. In practice, the States 
often do extend these services and benefits; but the tangle of law 
is such as to throw legal processes into complete confusion. 

The problem is further complicated by the fact that within one 
area, Federal jurisdiction may be exclusive over part of the land, 
concurrent or partial over other tracts, and only proprietary over 
still other parts. 

The intent of the bill is to bring order out of this chaos. If enacted 
it will enable the appropriate authority to permit the rights and 
benefits of State Law to be applied on lands under Federal jurisdiction. 
Many of the applications relate to military establishments, Federal 
buildings, in cities, lighthouses, and similar places not of concern to 
conservationists; but it would also pertain to national parks and 
monuments, national forests, etc. 

The wording that was questioned has already been incorporated 
into a number of existing laws. It has been interpreted to provide 
that the power to delegate the authority to transfer legislative juris- 
diction rests directly with the Secretaries (heads) of the respective 
departments or, in the case of independent agencies or commissions, 
the chief officer of those establishments. It does not in any way 
remove from the control of the Secretaries their proper and established 
powers. 

The fact that legislative jurisdiction may be relinquished to the 
State does not affect the constitutional power of Congress to make 
rules, regulations and laws respecting property belonging to the 
United States. Nor does it endanger the status of title. 

The report of the Interdepartmental Committee comprises two 
volumes, and includes part I, “The Facts and Committee Recom- 
mendations,” and part II, “A Text of the Law of Legislative Juris- 
diction.” It contains full discussion of all aspects of this subject. 


Frep M. Packarp, 
Executive Secretary. 


59003°—59 SS. Rept., 86-1, vol. 357 
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BACKGROUND 


Article I, section 8, clause 17, of the Constitution of the United 
States, provides that the Federal Government shall have exclusive 
legislative jurisdiction over such area not exceeding 10 miles square 
as may become the seat of government of the United States, and 
like authority over places acquired by the Government, with the 
consent of the State involved, for various public purposes. Under 
the first portion of such clause the United States acquired legislative 
jurisdiction over the District of Columbia, and exercises in the Dis- 
trict all authority, whether executive, judicial, or legislative, of the 
type usually exercised by States. Under the second portion of the 
clause the United States has similarly acquired, but has exercised 
only to a minor extent, like jurisdiction over several thousand areas 
acquired for various Federal purposes within the several States. How- 
ever, the amount of authority vested in the Federal Government over 
individual areas has varied, leading to uncertainty and confusion; 
While the Federal Government has provided laws for the District of 
Columbia, and governmental machinery to administer such laws, it 
has legislated very little with respect to these other areas. Such areas 
in many respects are Federal islands, or enclaves, surrounded by 
State territory. State authority does not extend to these enclaves, or 
to persons or transactions within them, except in several minor re- 
spects. Except as to sales taxes, use taxes, and income taxes, which 
the Federal Government has given the States permission to apply, 
the States are deprived, by Federal possession of legislative jurisdic- 
tion, of tax revenues which they would normally receive from private 
sources within Federal areas. For many purposes the residents of such 
enclaves, who aggregate many thousands, are not considered residents 
of the State or local community in which the enclave is situated, so 
that frequently they may not vote, have their wills probated, adopt 
children, or avail themselves of the facilities and services which are 
dependent upon residence in the State. Many of these services and 
facilities are not furnished by the Federal Government. On the other 
hand, the Federal Government must furnish to many such areas 
services and facilities which could be furnished by the States and local 
communities with much greater ease. 

On December 15, 1954, pursuant to recommendation of the Attorney 
General approved by the President and the Cabinet, there was formed 
the Interdepartmental Committee for the Study of Jurisdiction Over 
Federal Areas Within the States, for the purpose of finding means for 
solving the problems arising out of the jurisdictional status of Federal 
lands. That Committee, of which Mr. Perry W. Morton, Assistant 
Attorney General of the United States, was Chairman, had representa- 
tion, through their chief law officers, from the Department of Defense, 
the Bureau of the Budget, the General Services Administration, the 
Department of the Interior, the Department of Agriculture, the 
Department of Health, Education, and Welfare, and the Veterans’ 
Administration. 

The Morton Committee, with the benefit of information and 
recommendations furnished by State attorneys general, representa- 
tives from all Federal agencies interested in problems arising out of 
the legislative jurisdictional status of Federal lands (33 agencies), 
and numerous other sources, State and Federal, pursued its study for 
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some 2% years, submitting a report in two parts. Part I, which was 
jssued in April 1956 (Government Printing Office), is entitled “The 
Facts and Committee Recommendations.” Part II, which is dated 
June 1957 (Government Printing Office), is entitled “A Text of the 
Law of Legislative Jurisdiction.” 

The reports growing out of the Morton Committee study, and the 
further study of this subject made by the Committee on Government 
Operations, indicate that, while Federal exercise of legislative juris- 
diction over Federal areas within the several States is authorized by 
the Constitution, and while it has been extended by Federal-State 
arrangements, neither at the time of the formulation and ratification 
of the Constitution, nor at any subsequent time, until the present 
studies, has any serious or extended consideration been given to the 
question of legislative jurisdiction over such areas. 

Currently completed research has involved a general survey of the 
jurisdictional status of all federally owned or leased real property in 
all the States, but such survey did not cover U.S. Territories or posses- 
sions, the District of Columbia, or Indian lands, to which different 
facts and law may appertain. A detailed survey was also made of the 
status of such properties in the States of Virginia, Kansas, and Cali- 
fornia, these States having been selected for the purpose as represent- 
ative. Information has been procured concerning the practices and 
problems related to legislative jurisdiction of all the Federal agencies 
controlling real property, and of the advantages and disadvantages of 
the several legislative jurisdictional statutes for the various purposes 
for which real property is used by the Federal Government. Informa- 
tion also has been procured concerning the policies, practices, and 
problems of the States relative to legislative jurisdiction. All this 
information, which includes Federal and State constitutional provi- 
sions, statutes, and judicial and administrative decisions relating to 
the subject of legislative jurisdiction, has been coordinated and 
analyzed. 

POLICIES DETERMINED 


On the basis of this research the Morton Committee concluded, 
and the Senate Committee on Government Operations concurs, that 
in general the Federal Government should not receive or retain an 
legislative jurisdiction within federally owned or operated areas whic 
might be exercised by the States; that in some special cases where 

eneral law enforcement by Federal authorities is indicated the 

ederal Government should receive or retain legislative jurisdiction 
only concurrently with the States; and that, in any case, the Federal 
Government should not receive or retain any legislative jurisdiction 
with respect to qualifications for voting, education, public health and 
safety, taxation, marriage, divorce, annulment, adoption, commit- 
ment of the mentally incompetent, and descent and distribution of 
property, normally exercised by the States. 

In certain instances, however, which are not entirely foreseeable, 
it may be necessary or highly desirable for the Federal Government 
to have some greater measure of legislative jurisdiction over indi- 
vidual properties, and discretion in this matter should be lodged, as 
it has long been, in the heads of Federal agencies. It is also the view 
of the committee that in every case States should have authority to 
enter any Federal area for the purpose of serving process, provided 
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that service is accomplished at a time and in a manner which will not 
interfere with the carrying out of Federal functions, and that residents 
of Federal areas should not be deprived, solely by reasons of such 
residence, of civil or political rights to which other citizens of the 
respective States in which such Federal areas are located are entitled. 


EXECUTION OF POLICIES 


The committee is advised that, to the extent possible the foregoing 
policies are currently being carried out by the executive branch of the 
Federal Government. By way of example, legislative jurisdiction 
has not been assumed by the Federal Government over the site of 
the Air Foree Academy at Colorado Springs, Colo. However, these 
policies cannot fully be put into effect without new legislation, Federal 
and State. The bill, S. 1617, would furnish the necessary Federal 
legislation. 

SECTION-BY-SECTION ANALYSIS 


In the first section of the bill, the Congress indicates certain ad- 
vantages which accrue from State, rather than Federal, exercise over 
Federal areas of legislative jurisdiction of the kind involved in article 
I, section 8, clause 17, of the Constitution of the United States, and 
it declares as congressional policy that Federal retention or acquisition 
of such jurisdiction should be avoided to the extent consistent with 
the purposes for which land is held by the United States. The specific 
advantages are set out by way of illustration only, and do not inelude 
all which will result by virtue of the enactment of S. 1617. Reference 
to article I, section 8, clause 17, of the Constitution, is for the purpose 
of making it clear that Federal powers evolving from other constitu- 
tional provisions are not involved, and to assure that the authority of 
the Federal Government to carry out any and all Federal functions 
will not be impeded by any exercise by the States of the jurisdiction 
referred to in this bill. However, the bill is intended to include, and 
does include, legislative jurisdiction of the kind involved in article I, 
section 8, clause 17, whether its transfer occurs by cession of a State, 
by a Federal reservation at the time a State is admitted into the 
Union, or by a consent of the State and operation of the constitutional 
provision. 

Section 2 of the bill grants to heads of Federal agencies, with respect 
to Federal land in their custody, a delegable power to acquire from, 
or relinquish to, a State in which such land is situated, legislative juris- 
diction with respect to such land. The acquisition or relinquishment 
is made subject to concurrence by the State in accordance with its 
own laws. It is required by section 2 to be in the form of a written 
notice, however, which notice is to be filed in accordance with State 
laws, or with the Governor of the State if the laws of a State do not 
specify another manner. The provision for filing with the Governor 
is included for the purpose of avoiding frustration of Federal and 
State intention to effect a transfer of jurisdiction where State laws, as 
well as this section, provide for a transfer, but where such State laws 
do not specify a means for its effectuation. Section 2 also states the 
extent of jurisdiction which a State will acquire upon a Federal re- 
linquishment of jurisdiction; this provision merely reflects the normal 
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Jegal consequences of such relinquishment. Nevertheless it is desir- 
able that the act state it specifically in order to remove any doubt that 
might later arise as to the intent of the Congress. 
he authority for Federal acquisition of legislative jurisdiction con- 
tained in section 2 has existed since 1841 (R.S. 355; 40 U.S.C. 255). 
Since 1940 it has been a discretionary authority, in substantially the 
same form as contained in section 2. However, there has been no 
similar authority for Federal relinquishment of jurisdiction, so that 
once the Federal Government has acquired legislative jurisdiction over 
a property it has almost invariably retained it through the period of 
its holding of the property, notwithstanding changes in the use of the 
roperty and in other conditions affecting Federal requirement for 
legislative jurisdiction. Section 2 rewrites existing law so as to pro- 
vide in this matter a two-way street, granting authority for Federal 
relinquishment, as well as Federal acquisition, of legislative jurisdic- 
tion. This authority would extend to properties held by the Federal 
Government under lease, or as to which the Government has any 
interest whatever, as well as to property over which it has a fee interest. 

Authority for acquisition or relinquishment of legislative jurisdiction 
contained in section 2 of the bill is required by such section to be ex- 
ercised in accordance with the congressional policy set forth in the first 
section. However, full discretion necessarily is reposed in Federal 
agency heads with respect to the extent of the legislative jurisdiction 
which should be acquired or retained by the United States in individual 
eases. An existing interagency committee established by the Presi- 
dent, comprised of representatives of the Department of Justice, the 
General Services Administration, and the Bureau of the Budget, ex- 
ercises advisory powers in the exercise of this discretion by agency 
heads. 

Section 3 of the bill (subsec. (b)) extends to all Federal agency 
heads authority now possessed by only a few (the General Services 
Administration, and the Departments of Agriculture and Interior as 
to some of their properties) to make rules and regulations for the 
Government of real properties under their control. Another provision 
of the section (subsec. (a)) permits the General Services Administra- 
tion to invest its guards with arrest powers as policemen without 
reference to the jurisdictional status of the Federal property which they 
guard. Existing authority (act of June 1, 1948, 62 Stat. 281, which 
sec. 3 of the bill amends) permits such guards to exercise their arrest 
powers only on areas under the exclusive or concurrent jurisdiction of 
the United States. This present statutory limitation encourages 
Federal acquisition of legislative jurisdiction, which may otherwise be 
unnecessary and undesirable, for the sole purpose of permitting 
Federal properties to have the benefit of regulations and guard service 
of the General Services Administration. Neither such regulations 
nor guard service presently are authorized as to most privately owned 
premises leased by the Federal Government for storage of valuable 
commodities, a condition which obviously should be remedied. 

An additional provision of section 3 (subsec. 3(c)) extends to all 
Federal agency heads the authority, now had only by the General 
Services Administration, to utilize the services of existing law-enforce- 
ment agencies, as may be economical and in the public interest, to 
enforce regulations promulgated under the authority of subsection 
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(b) of thesection. This extension is merely coextensive with, and com: 
pamenveny to, the related extension of regulation-making authority, 

ubsection 3(d) corrects an existing language error in the same statute 
which is amended by other provisions of the section. 

Section 4 of the bill amends existing law (18 U.S.C. 3401) so as to 
permit U.S. commissioners to try persons committing petty offenses 
on Federal property not under the legislative jurisdiction of the 
United States. The authority of such commissioners, like the author- 
ity of guards of the General Services Administration, presently jg 
limited to offenses committed upon property under the exclusive or 
concurrent jurisdiction of the United States. Like the authority of 
Federal guards, the authority of commissioners is made coextensive 
with Federal authority to make regulations. 

Section 5 of the bill repeals four obsolete statutory provisions. The 
first, section 103 of title 4, United States Code, gives to the President 
authority, which appears never to have been used in view of similar 
authority also vested in Federal agency heads, to acquire legislative 
jurisdiction over Federal properties. The second and third, sections 
4661 and 4662 of the Revised Statutes of the United States, require 
Federal acquisition of jurisdiction over lighthouses and related proper- 
ties, and permit States to serve process upon such properties. The 
provision relating to process is extended, by section 6 of the bill, to all 

roperties under the legislative jurisdiction of the United States, 

he fourth, the last paragraph of section 355 of the Revised Statutes 
of the United States, contains authority for acquisition of legislative 
jurisdiction by Federal agency heads, and is made obsolete by section 
2 of the bill. 

Section 6 of the bill extends to all properties under the legislative 
jurisdiction of the United States the right now had by States, under 

evised Statutes, section 4662, to serve process on lighthouse sites 
and related properties. As it is carried in section 728 of title 33, 
United States Code, the language of the existing provision appears to 
apply to all properties, but the language in the code does not accu- 
rately reflect the actual language of the law, which contains the 
limitations indicated. Repeal of Revised Statutes, section 4662, 
accomplished by section 5 of the bill, and enactment of the language 
contained in section 6, will eliminate this confusion. The right to 
serve process granted in section 6, like the right now contained in 
Revised Statutes, section 4662 and in numerous State statutes reserv- 
ing the right to serve process, grants no jurisdiction, civil or criminal, 
to the States other than the right to serve process. 

Section 7 of the bill is included in order to insure that none of the 
other provisions of the bill affect the so-called Lea Act and Buck Act 
(4 U.S.C. 104-110) or other laws permitting States and their political 
subdivisions to impose and collect certain taxes from persons, property 
or transactions in areas under the legislative jurisdiction of the United 
States. 

STATE LEGISLATION 


The desirable objectives of this bill of permitting return to the States 
of the peetertype authority now had by the Federal Government over 
many Federal lands cannot be entirely achieved without the enact- 


ment of complementary legislation by the States. The Committee 
on Government Operations has assurances that uniform State legisla- 
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tion for this purpose is receiving attention and will receive expedited 
action upon the enactment of S. 1617. 

The General Assembly of the State of Georgia has already enacted 
legislation to assume appropriate legislative jurisdiction over Federal 
areas within that State as soon as appropriate Federal legislation is 
enacted, as proposed by S. 1617. 


AGENCY COMMENTS 


On March 13, 1959, the Attorney General of the United States 
transmitted to the President of the Senate a draft bill, identical to 
S. 1538, as amended by the Committee on Government Operations 
and approved by the Senate in the 85th Congress, as follows: 


DEPARTMENT OF JUSTICE, 
March 18, 1959. 
Tue Vice PRESIDENT, 
U.S. Senate, Washington, D.C. 


Dear Mr. Vice Presipent: Enclosed for your consideration and 
appropriate reference is a legislative proposal to provide for the ad- 
justment of the legislative jursidiction exercised by the United States 
over land in the several States used for Federal purposes, and for 
other purposes. 

This measure is the end product of 16 months of intensive study 
by an Interdepartmental Committee for the Study of Jurisdiction 
over Federal areas within the States, prolonged study by the Council 
of State Governments’ Committee on Legislative Jurisdiction over 
Federal Lands, suggestions invited from Governors and attorneys 
general of the several States, comments received from numerous Fed- 
eral agencies, recommendations from various other governmental and 
nongovernmental groups interested in the subject, and diligent work 
by the Senate Committee on Government Operations and its staff. 

The general purpose of the legislation is to permit Federal agencies, 
in appropriate cases and with the consent of the States involved, to 
restore to the States certain legislative jurisdiction now vested in the 
United States over federally owned or operated lands and to assure 
that in the future the United States will receive only so much legis- 
lative jurisdiction as is essential to the proper performance of Federal 
functions. This would mean that persons residing on such properties 
would no longer, by virtue of the accident of the place of their abode, 
suffer disabilities with respect to voting, education, public health and 
safety, marriage and divorce, adoption, descent and distribution of 
property, and numerous other matters which are ordinarily provided 
for by State law. 

Enclosed for your assistance is the comprehensive report, in two 
parts, submitted to the Attorney General by the interdepartmental 
committee and transmitted to the President. The factual aspects of 
the problem to which the legislation is addressed and the original 
committee recommendations are contained in part I. Part II con- 
stitutes a textbook of the applicable law. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this recommendation. 

Sincerely, 
Wituram P. Rogers, 
Attorney General. 
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On April 8, 1959, the chairman introduced the pending bill, S. 1617 
(which was cosponsored by Mr. Bennett), as a committee bill. 5S, 1617 
is identical to the language contained in the draft bill submitted to the 
Senate by the Attorney General. 

The following letters were received from the Bureau of the Budget, 
and from other departments and agencies of the Federal Government, 
recommending favorable committee action on S. 1617: 


Executive Orrice or THE PRESIDENT, 
BuREAU OF THE Bouncer, 
Washington, D.C., April 21, 1959, 
Hon. Joun L. McCie.uan, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarrman: This is in response to your letter of 
April 14, 1959, requesting a report on S. 1617, a bill to provide for the 
adjustment of the legislative jurisdiction exercised by the United 
States over land in the several States used for Federal purposes, and 
for other purposes. 

S. 1617 embodies the recommendations as to Federal legislation of 
part I of the “Report of the Interdepartmental Committee for the 
Study of Jurisdiction over Federal Areas within the States” which was 
transmitted to the President in April 1956 and was subsequently sub- 
mitted to the Congress by the Attorney General at the President’s 
request. 

We believe that the findings of the committee fully support the need 
for legislation which would permit the adjustments intended by 8S. 1617 
and that the enactment of legislation of this nature would contribute 
greatly to the improvement of management of Federal activities in the 
various States as well as to the improvement of Federal-State relations. 

Sincerely yours, 
Puiuurr S. Hueuss, 
Assistant Director for Legislative Reference. 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., May 15, 1959. 
Hon. Joun L. McCietran, 
Committee on Government Operations, 
U.S. Senate. 


Dear Senator McCuetzan: This is in reply to your request of 
April 14, 1959, for a report on S. 1617, a bill to provide for the ad- 
justment of the legislative jurisdiction exercised by the United States 
over land in the several States used for Federal purposes, and for other 
purposes. 

The Department strongly recommends that the bill be passed. 

This bill proposes to implement the legislative recommendations 
contained in a report of the Interdepartmental Committee for the 
Study of Jurisdiction over Federal areas within the States. Part I, 
“The Facts and Committee Recommendations,”’ was issued in April 
1956, and part II, “A Text of the Law of Legislative Jurisdiction,” 
was submitted to the Attorney General and transmitted to the 
President in June 1957. The report was approved by the President. 
The Interdepartmental Committee was composed of representatives 
from several Federal departments and agencies, including this De- 
partment. 
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In section 1 Congress would find that the retention by, or relin- 
quishment to, the States of legislative jurisdiction of the type involved 
in ‘article I, section 8, clause 17. of the Constitution results in certain 
advantages and declares as the policy of Congres that Federal 
receipt or retention of legislat:ve jurisdiction should be avoided to 
the extent consistent with the purposes for which the iand is held by 
the United States. 

By section 2 of the bill the obtaining or retaining of exclusive juris- 
diction or any measure of legislative jurisdiction over lands of the 
United States would not be required. The section would authorize 
the head or other authorized officer of any Federal agency to acquire 
from, or relinquish to, the State in which the lands are situated such 
measure of legislative jurisdiction as he may deem desirable. Such 
acquisition or relinquishment would be made by filing a notice thereof 
in the manner prescribed by the laws of the State where such lands 
are situated. Unless a notice is filed in accordance with State laws 
or with the Governor, if the laws of such State do not prescribe another 
manner, it shall be conclusively presumed that no transfer of juris- 
diction has taken place. Upon the relinquishment by the United 
States of its legislative jurisdiction, the State shall, with respect to 
such area, exercise the same jurisdiction which it would have had if 
legislative jurisdiction had never been in the United States. 

This Department is of the view that a proprietorial interest in its 
properties is satisfactory to its functions. While most of the Depart- 
ment’s lands are held in this status, the Department is affected by 
various types of legislative jurisdiction. Uncertainty of jurisdiction 
over landholdings has resulted in practical administrative and legal 

roblems. With the existence of authority to relinquish unnecessary 

‘ederal jurisdiction, efficient management of Department lands could 
be facilitated by the uniformity in the status of the landholdings the 
authority would permit to be achieved. 

Section 3 would amend the act of June 1, 1948 (62 Stat. 281), as 
amended (40-U.S.C. 318-318c). This section would enlarge existing 
authority in two significant respects: (1) The authority now granted 
to the General Services Administration to make rules and regulations 
as stated in the act of June 1, 1948, as amended, would be extended 
to allow any Federal department or agency head or other officers duly 
authorized to make rules and regulations for the government of the 
Federal property under their control; and (2) the General Services 
Administration would be permitted to bestow upon its guards arrest 
powers without regard to the status of the jurisdiction of the Federal 
property which may be guarded. 

Under this section, the Department would have the authority, in 
addition to that which it now possesses, to make rules and regulations 
for the government of the Federal property under its charge and 
control. Use of this authority to make rules and regulations would 
not prevent departments or agencies from utilizing the authority to 
retrocede unnecessary Federal jurisdiction. 

Section 4 of the bill would enlarge the jurisdiction of U.S. commis- 
sioners to include petty offenses on any Federal property over which 
the United States has partial jurisdiction or which is under its charge 
and control. In view of the extension to make rules and regulations 
which would be authorized by section 3, an enlargement of jurisdic- 
tion of U.S. commissioners is desirable. 
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Section 5 would repeal several provisions of existing law that are 
obsolete. Section 6 would permit the States to serve civil and 
criminal process within any area under the exclusive, partial or 
concurrent jurisdiction of the United States to the same extent 
as though the area were not subject to the legislative jurisdiction 
of the United States. Section 7 provides that the act should not 
be construed to be in conflict with any statute permitting State 
or local taxation. 

The bill represents a sound and constructive plan for resolving 
problems which may arise from legislative jurisdiction over land- 
holdings of the Federal Government within the several States. 

The bill is essentially identical to S. 1538, 85th Congress, upon 
which we made a similar report to your committee on April 4, 1957, 
and which was reported by your committee on February 10, 1958 
(S. Rept. No. 1278). 

The Bureau of the Budget advises that there is no objection to 
the submission of this report. 

Sincerely yours, 
E. T. Benson, Secretary, 





GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE, 
Washington, D.C., April 28, 1959. 
Hon. Joun L. McCue.uan, 
Chairman, Committee on Government Operations, 
U.S. Senate. 


Dear Mr. CuarrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense 
with respect to S. 1617, 86th Congress, a bill to provide for the adjust- 
ment of the legislative jurisdiction exercised by the United States 
over land in the several States used for Federal purposes, and for other 
purposes. 

The purpose of the bill is to authorize the head or other authorized 
officer of any department or agency to relinquish all or a portion of 
the legislative jurisdiction previously acquired by the United States, 
over lands under his control, upon filing with the Governor of the State 
notice thereof, to be effective upon acceptance by the State or as may 
otherwise be provided by State statute. The bill would further amend 
the act of June 1, 1948 (62 Stat. 281) to authorize enforcement of any 
rules and regulations promulgated pursuant to the act; to authorize 
heads of departments to establish rules and regulations for the govern- 
ment of Federal property, together with reasonable penalties for viola- 
tions, provided that the rules and regulations are posted in a con- 
spicuous place; to authorize utilization of the facilities and services 
of Federal or State law-enforcement agencies; and to authorize the 
Administrator of General Services to detail special policemen for pro- 
tection of Federal property. The bill would also amend section 3401 (a) 
of title 18, United States Code, to provide that any U.S. commissioner 
may be designated to try and sentence persons committing petty 
offenses in areas under the control of the United States. Finally, the 
bill repeals section 103 of title 4, United States Code, and sections 
4661 and 4662 of the Revised Statutes and provides that civil or 
criminal process of any States may be served and exercised within any 





ADJUSTMENT OF LEGISLATIVE JURISDICTION 21 


area over which the United States has exclusive, partial, or concurrent 
jurisdiction. 

The Department of Defense recommends the enactment of S. 1617. 

The bill is designed to implement the recommendations contained 
in the report of the Interdepartmental Committee for the Study of 
Jurisdiction Over Federal Areas Within the States, dated April 1956. 
The President, on April 27, 1956, endorsed the report and suggested 
that it be used as a guide by Federal administrators of real properties 
and be considered by the appropriate legislative bodies. The report 
noted that ‘““The most important need, in the view of the Committee, 
is to make provision for the retrocession of unnceessary jurisdiction 
to the States.’”” The Committee then recommended enactment of 
legislation, identical with the provisions of section 1 of S. 1617, by 
which the head of any department or agency would be authorized to 
relinquish all or part of the jurisdiction previously acquired. 

Bach of the other sections of the bill carries out specific recom- 
mendations of the Committee, in the language suggested by the 
Committee. 

Enactment of this measure will have no apparent increase in the 
budgetary requirements of the Department of Defense. 

The Bureau of the Budget advised that there is no objection to 
the submission of this report to the Congress. 

Sincerely yours, 
Rosert Decuert. 





U.S. DEPARTMENT OF JUSTICE, 
OFrricre oF THE Deputy ATTORNEY GENERAL, 
Washington, D.C., May 4, 19659. 
Hon. Joun L. McCue.uan, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 

Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 1617) to provide 
for the adjustment of the legislative jurisdiction exercised by the 
United States over land in the several States used for Federal pur- 
poses, and for other purposes. 

This legislation was submitted to the Congress by the Attorney 
General and introduced at his request. As stated in his letter to the 
Vice President dated March 13, 1959, the general purpose of the meas- 
ure is to permit Federal agencies, in appropriate cases and with the 
consent of the States involved, to restore to the States certain legisla- 
tive jurisdiction now vested in the United States over federally owned 
or operated lands. The legislation is also intended to assure that with 
respect to future acquisitions the United States will receive only so 
much legislative jurisdiction as is essential to the proper performance 
of Federal functions. 

Enclosed for ready committee reference are copies of the Attorney 
General’s letter referred to above, and the report of the Interdepart- 
mental Committee for the Study of Jurisdiction Over Federal Areas 
Within the States (pts. I and II) to which reference is made in the 
Attorney General’s letter. 

‘ a and favorable committee action on this legislation is highly 
esirable. 
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The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 
Sincerely yours, 
Lawrence E. WaAtsa, 
Deputy Attorney General, 


VETERANS’ ADMINISTRATION, 
OFrFice OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D.C., May 4, 1959, 
Hon. Joun L. McCueuan, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 


Dear Senator McCreuran: Further reference is made to your 
request for a report on S. 1617, 86th Congress, a bill to provide for the 
adjustment of the legislative jurisdiction exercised by the United 
States over land in the several States used for Federal purposes, and 
for other purposes. 

The bill is substantially the same as S. 1538, 85th Congress, as 
amended by your committee and as passed by the Senate Mareh 3, 
1958. S. 1538 was referred in the House of Representatives to the 
Committee on Government Operations and thereafter returned to the 
Senate upon request. The bill also is identical to a draft submitted 
by the Attorney General to the Senate on March 3, 1959. The pro- 
posal stems from a report by the Interdepartmental Committee for the 
Study of Jurisdiction Over Federal Areas Within the States, on which 
the Veterans’ Administration was represented. I understand that a 
copy of the report accompanied the Attorney General's submission. 

The first section of the bill contains congressional findings that the 
retention by, or relinquishment to, the States of legislative jurisdiction 
over Federal land enables States and local communities to obtain 
additional tax revenues, relieves the Federal Government from the 

erformance of certain functions normally exercised by the States and 
focal communities, and provides a basis for assuring residents of 
Federal areas many rights, privileges, and services which they would 
not otherwise enjoy. 

It would also express the policy of Congress that the Federal 
Government shall receive or retain only such measure of legislative 
jurisdiction over federally owned or operated land areas within the 
States as necessary for the proper performance of its functions; and 
that retention or acquisition of legislative jurisdiction shall be av oided 
to the extent consistent with the purposes for which the land is held 
by the United States. 

Section 2 would authorize the head of any department or agency, 
with respect to Federal land in his custody, to acquire from, or relins 
quish to, a State in which the land is situated, such measure of legis- 
lative jurisdiction as he deems desirable. The acquisition or relin- 
quishment would be subject to concurrence by the State in accordance 
with its laws. 

Such head could, under section 3, issue rules and regulations for the 
government of Federal property under his charge; prescribe penalties 
for their violations; and use Federal, State, or local law-enforcement 
agencies to enforce them. Section 4 would extend jurisdiction to 
U.S. Commissioners to try and sentence persons committing petty 
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offenses on Federal property, without regard to the jurisdictional 
status of the property. 

The bill would also repeal certain provisions of law inconsistent 
with the proposal and would authorize service of legal process, issued 
by State or local authority, on any Federal property, without regard 
to the jurisdictional status of the property. 

Enactment of S. 1617 could prove beneficial to the Federal, State, 
and local governments, as well as residents of Federal areas. Accord- 
ingly, in my opinion it merits favorable consideration. 

Advice was received from the Bureau of the Budget with respect 
to a similar report on an identical bill (H.R. 5785, 86th Cong.), that 
there would be no objection to the submission of the report to the 
committee concerned. 

Sincerely yours, 
Sumner G. Wurrtier, Adminisirator. 





Houstne anp Home Finance AGENCY, 
OFrrfice OF THE ADMINISTRATOR, 
Washington, D.C., June 4, 1989. 
Re S. 1617, 86th Congress. 
Hon. Jonn L. McCuie.ian, 
Chairman, Committee on Government Operations, U.S. Senate, Wash- 
ington, D.C. 

Dear Mr. Cuarrman: This is in further reply to your April 14 
letter requesting the views of this Agency on S. 1617, a bill to provide 
for the adjustment of the legislative jurisdiction exercised by the 
United States over land in the several States used for Federal purposes, 
and for other purposes, 

This bill would establish a policy that “ * * * the Federal Govern- 
ment shall receive or retain only such measure of legislative jurisdiction 
over federally owned or operated land areas within the States as may 
in particular cases be necessary for the proper performance of suc 
of its functions as are performed upon such areas.”’ Hereafter, the 
Federal Government would avcid taking either exclusive or concurrent 
legislative jurisdiction which was not so needed. Similarly, each 
Federal department or agency head administering land over which 
legislative jurisdiction has already been obtained would relinquish 
to the State in which the land is located such measure of legislative 
jurisdiction over it as he deemed desirable. The relinquishment or 
acquisition of legislative jurisdiction by the Federal Government 
would take effect upon acceptance or relinquishment by the State. 

Each Federal agency would have the authority to issue rules and 
regulations for the government of public buildings or other areas 
under its control; to prescribe certain penalties for breaches of such 
regulations; and, in enforcing them, to utilize the facilities of existing 
Federal law enforcement agencies. With the consent of the State or 
local agency, the facilities of State or local law enforcement agencies 
could also be used for this purpose. 

. This Ageney has found no need for the acquisition of legislative 
urisdiction over property under its administration, and its practice 
as been to acquire none. Therefore, so far as the detailed provisions 
of S. 1617 are concerned, we believe that other departments and 
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agencies, particularly the Department of Justice, would be in a better 
position to advise your committee. However, our experience in ad. 
ministering programs affecting housing located on military reserya- 
tions or on other Federal cant subject to such jurisdiction, leads us 
to believe that the enactment of legislation along the lines of S. 1617 
would be desirable. 

Such legislation would. provide a flexible means of resolving prob- 
lems, in cooperation with the States, arising out of the exclusion of 
the States from fields which they are best equipped to handle. In 
particular, the bill would help to equalize the status of residents of 
federally owned housing projects with that of other residents of States 
in respect to their legal rights and obligations, including suffrage. 

We have been informed by the Bureau of the Budget that this 
report is without objection insofar as the Bureau is concerned. 

Sincerely yours, 
Norman P. Mason, Administrator. 





GENERAL Servicrs ADMINISTRATION, 
Washington, D.C., May 12, 1959. 
Hon. Jonn L. McCie tan, 
Chairman, Committee on Government Operations, 


U.S. Senate, Washington, D.C. 


Dear Mr. CuatrMan: By letter of April 14, 1959, you requested 
the views of the General Services Administration on S. 1617, 86th 
Congress, Ist session, a bill to provide for the adjustment of the 
legislative jurisdiction exercised by the United States over land in the 
several States used for Federal purposes, and for other purposes. 

The purpose of this bill is to permit Federal agencies to restore to 
the States certain jurisdictional authority now vested in the United 
States, which may better be administered by State authorities, and to 
acquire only such jurisdiction as may be necessary in connection with 
future land acquisition. 

Provisions of the bill would authorize Federal department and 
agency heads to issue necessary rules and regulations for the govern- 
ing of public buildings and other areas under their charge and control, 
and to provide reasonable penalties to insure their enforcement; 
permit such heads to utilize the facilities of existing law-enforcement 
agencies for the enforcement of such regulations, and authorize the 
General Services Administration to detail special policemen for the 
protection of Federal property under the charge of other departments 
and agencies. 

S. 1617 implements the recommendations of the Interdepartmental 
Committee for the Study of Jurisdiction Over Federal Areas Within 
the States as they appear in part I of the committee report, April 
1956, which was submitted to the Attorney General and transmitted 
to the President April 27, 1956. This agency concurred in these 
recommendations. 

Subsequently, S. 1538, 85th Congress, 2d session, passed the Senate 
March 3, 1958, incorporating our suggestions that (1) the words 
“public buildings and other areas” be substituted for the words 
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“Federal property” and (2) defining “public buildings and other 
areas’ as used in the act to include property leased to the United 
States. 

S. 1617 (which is identical in form to S. 1538, 85th Cong., as it 
was passed by the Senate) would insure that the authority under 
section 1 of the act of June 1, 1948 (62 Stat. 281; 40 U.S.C. 318) 
relating to the appointment of uniformed guards as special policemen, 
is coextensive with the authority under section 2 of that act, relating 
to the making of rules and regulations. However, the bill would be 
further clarified by an additional amendment changing the words 
“Federal property” appearing in line 20 on page 5 of the bill likewise 
to read “public buildings and other areas.” 

Subject to the foregoing comment, the General Services Adminis- 
tration recommends enactment of S. 1617. 

The proposed legislation, if enacted, will affect the financial require- 
ments of the General Services Administration. However, it is not 
possible at this time to make a firm estimate of the increased cost to 
the Government. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your Committee. 

Sincerely yours, 
FRANKLIN FLoere, Administrator. 


The Administrator of General Services submitted the following 
letter to the chairman of the Senate Committee on Appropriations, on 
February 16, 1959, a copy of which was also transmitted to this com- 
mittee. It will be noted in the last paragraph that an inventory of the 
legislative jurisdictional status of federally owned property is being 
prepared by GSA, pursuant to recommendations contained in the 
“Report of the Interdepartmental Committee for the Study of 
Jurisdiction Over Federal Areas Within the States.” 


GENERAL SeRvICES ADMINISTRATION, 
Washington 25, D.C., February 16, 1959. 
Hon. Cart Haypen, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 


Dear Mr. CuarrMan: The enclosed summary “Inventory Report 
on Real Property Owned by the United States Throughout the World, 
as of June 30, 1958,” has been prepared and issued by General Services 
Administration as requested by the Senate Committee on Appropria- 
tions. 

The total cost of all real property owned by the United States, as of 
June 30, 1958, is $45.6 billion. This represents an increase of approx- 
imately $2.6 billion over the amount shown last year. The Depart- 
ment of Defense accounts for $2.2 billion, or 85.2 percent of the in- 
crease. ‘The report summarizes and explains the more significant 
changes in Federal real property during the past fiscal yeer. 

The detailed inventory listings, upon which the summary report is 
based are being forwarded under separate cover. Copies of the sum- 
mary report and the detailed listings are also being furnished to the 
Senate Committee on Government Operatiors, and the House Com- 
mittees on Appropriations and Government Operations. 

The inventory report on real property leased to the United States, 
as of June 30, 1958, is currently being prepared by the General Services 
Administration and will be published in the near future. 
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In addition, an inventory of the legislative jurisdictional] status of 
federally owned property is being prepared pursuant to recommenda- 
tions contained in the ‘Report of the Interdepartmental Committee for 
the Study of Jurisdiction Over Federal Areas Within the States,” 
published in April 1956 and concurred in by the President. 

Sincerely yours, 
FRANKLIN FLOoeETE, 
Administrator of General Services, 


The following letter was received from the Comptroller General 
of the United States, recommending amendments to S. 1617 to pro- 
vide by statute, that rules, regulations, and penalties prescribed by 
section 3(b), and a rigid formula for reimbursements by State and 
local agencies for facilities and services furnished under section 3(e) 
be incorporated in the bill: 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 27, 1959, 
Hon. Jonn L. McCuewuan, 


Chairman, Committee on Government Operations, 
U.S. Senate. 


Dear Mr. Cuarrman: Further reference is made to your letter of 
April 14, 1959, requesting our views on S. 1617. 

The bill would, among other things, authorize the head of any 
department or agency of the United States to relinquish to the State 
in which any lands or interests therein under his jurisdiction, custody, 
or control are situated, all or such portion as he deems desirable of 
the jurisdiction heretofore acquired by the United States over such 
lands, reserving to the United States such concurrent or partial juris- 
diction as he may deem necessary. 

Although we have no direct knowledge of the necessity for the pro- 
posed legislation, it apparently is designed to implement certain ree- 
ommendations of the Interdepartmental Committee for the Study of 
Jurisdiction Over Federal Areas Within the States. See pages 72-79 
of part I of that Committee’s report published in April 1956. That 
report indicates that the legislation is necessary for the purpose of 
solving numerous problems of criminal jurisdiction, licensing and 
control of alcoholic beverages, taxation, and licensing and control of 
persons engaged in occupations affecting public health and safety, 
etc. 

Considering the purposes of the legislation we perceive no objection 
to favorable consideration of S. 1617. However, we offer the follow- 
ing comments for your consideration. 

Section 3(b) of the bill would amend section 2 of the act of June 1, 
1948 (62 Stat. 281; 40 U.S.C. 318a), so as to authorize the head of 
any department or agency of the United States, or such other officers 
duly authorized by him, to issue all needful rules and regulations for 
the Government of public buildings and other areas under their 
charge and control, and to annex such reasonable penalties within 
the limits prescribed in section 4 of the 1948 act (40 U.S.C, 318c) as 
will insure their enforcement. We suggest that these rules, regulations 
and penalties should be uniform on a governmentwide basis, insofar as 
possible to avoid possible inequities. 

Section 3(e) of the bill would amend section 3 of the 1948 act (40 
U.S.C. 318b) so as to authorize the head of any department or agency 
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of the United States and any officers duly authorized by him, whenever 
jt is deemed economical and in the public interest, to utilize the 
facilities and services of existing Federal law-enforcement agencies 
and, with the consent of any State or local agency, the facilities and 
services of such State or local law-enforcement agencies, to enforce 
any regulations promulgated under the authority of section 2 of the 
1948 act. Wesuggest that this provision should be clarified to indicate 
whether it is intended that the State and local agencies be reimbursed 
for the facilities and services furnished. 

Section 3(c) of the bill would also amend section 3 of the 1948 act 
to provide for the detail of special policemen to other Federal agencies 
or departments by the General Services Administration for the pro- 
tection of Federal property under the charge or control of such depart- 
ment or agency. We suggest that this provision should also be clari- 
fied to show whether reimbursement to the General Services Admin- 
istration is contemplated for the services of the special policemen. 

Sincerely yours, 
JosePpH CAMPBELL, 
Comptroller General of the United States. 


The staff discussed these amendments at length with representatives 
of the General Accounting Office and the Department of Justice. It 
was agreed, informally, that the amendments were not necessary, 
inasmuch as the rules and regulations to be prescribed, and the pay- 
ments to be made for facilities and services furnished, would vary in 
each individual case. It was the conclusion of the staff that the 
agency involved should not be restricted by rigid statutory controls, 
but should have sufficient flexibility to act under such general regula- 
tions as may be prescribed administratively in accordance with the 
facts in such individual cases, in the best interest of the Federal 
Government and the States involved. 


STATEMENTS INCLUDED IN SENATE REPORT NO. 1278, 85TH CONGRESS 


The following statements and material, in support of S. 1538, as 
approved by the Senate, which was included in the committee report 
in the 85th Congress (S. Rept. 1278), applies to the provisions of the 
pending bill: 


STATEMENT OF COUNCIL OF STATE GOVERNMENTS COMMITTEE 
ON JURISDICTION OVER FEDERAL LANDS WITHIN THE STATES 
WITH RESPECT TO 8. 1588 (JULY 25, 1957) 


The Council of State Governments committee supports 
the committee amendment in the nature of a substitute for 
S. 1538. We do so, not because the bill is anything like a 
complete solution to the problem of legislative jurisdiction 
over Federal lands within the States, but rather because it is 
a reasonable first step toward such a solution and because 
it seems to be the best that is attainable at the present time. 

It is probably fruitless to speculate concerning what 
Federal-State relationships with respect to Federal-land 
areas would now be if the U.S. Government had pursued 
different policies in the past. However, it is a fact that 
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between 1840 and 1941 the Federal statute required the 
cession of State legislative jurisdiction over Federal lands 
as a prerequisite to the development of those lands. Con- 
sequently, the States customarily ceded such jurisdiction. 
An objective analysis of the resulting situations may lead 
to the conclusion that the Federal requirement was not wise. 
It deprived the States of many types of control in these areas 
which they should have continued to exercise in the interest 
of fair and orderly governmental administration. It also 
deprived the States of tax revenues from private persons and 
property for which such persons and property should have 
continued to be liable. On the other hand it placed an 
obligation to render many services and to undertake many 
control measures on these areas which the Federal Govern- 
ment is ill equipped to perform and which, in many instances, 
the Federal Government has not performed. 

Despite these highly unfortunate features of the situation 
which now so largely prevail, there is one type of equity 
which must be preserved in any improvement of the general 
situation which may now be attempted. If the exercise of 
legislative jurisdiction by the Federal Government has de- 
prived the States of the power and the wherewithal to service 
these lands and the people resident upon them, it has also 
relieved the States of the responsibility for such control and 
service. ‘To the extent that States and localities have never- 
theless provided services to the Federal areas—and they have 
done so quite extensively—such action has been voluntary. 
The States and their subdivisions are perfectly willing to 
assume responsibility as a matter of law, but they can fairly 
be asked to do so only if the legal status and practical admin- 
istration of the Federal areas is such as to give to the States 
and their subdivisions a degree of control over and revenue 

otential from these areas commensurate with the responsi- 

ility. This means that the Federal areas and the people on 
them must be placed, as nearly as may be, in the same posi- 
tion as any other areas and persons within the State. 

The solution of the jurisdictional aspects of the Federal 
area problem has two vital aspects: (1) The ascertainment 
of the jurisdictional status of many Federal areas for which 
the status is now unknown or uncertain; and (2) provision of 
a uniform, equitable, and orderly procedure for the transfer 
of jurisdiction from a State to the Federal Government, or 
vice versa, to whatever extent may best accord with the 
needs of particular cases. 

We in the States had hoped that the present legislation 
might contain a full solution for both of these problems. 
However, the Federal agencies feel that they cannot go this 
far at the present time. Consequently, we support the 
present bill as a desirable first step and as a reasonable 
compromise. 

The bill does nothing to precipitate the definitive ascer- 
tainment of jurisdictional status for those areas whose status 
is now unknown or uncertain. We have received some 
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assurances from the Department of Justice and the Federal 
Interdepartmental Committee of their willingness to work 
out a system whereby the results of the present inventories of 
Federal lands may be made available in such form as will 
clarify the matter. Whether the States will eventually find 
it necessary to ask Congress for additional legislation in aid 
of such clarification depends on what can be worked out 
administratively. 

Provision of a uniform and equitable procedure for trans- 
fers of jurisdiction is made possible but not insured by the 
bill. With its passage, Federal administrative authorities 
would have the power to obtain from and relinquish to the 
States legislative jurisdiction according to a relatively simple 
and orderly pattern. This is all to the good and is one of 
the principal reasons why we support the legislation. How- 
ever, it should be pointed out that unless individual Fed- 
eral administrators can be induced to pursue consistent and 
equitable jurisdictional policies, the benefits of the bill could 
be largely illusory. We would have preferred a more defini- 
uve approach but are satisfied that section 2 of the present 
bill is all that is likely to be achieved at the present time. 

Before concluding this statement, we would also like to 
comment on the importance of sections 1, 6, and 7 of the bill. 

As already noted, it is essential that responsibility of 
States and their subdivisions for Federal areas must be 
accompanied by the availability to them of taxable wealth 
on as nearly the same basis as may be in other areas of the 
State. An extremely important part of this problem is 
bound up with the question of payments in lieu of taxes. 
We understand that this problem is receiving consideration 
elsewhere and that the present bill is not a proper vehicle 
for determining the appropriate Federal contribution on be- 
half of properties which it owns and uses directly for the 
conduct of its Federal functions. However, the clear state- 
ment in section 1 of the bill with respect to the connection 
between legislative jurisdiction and taxation of private per- 
sons and property is quite necessary and appropriate in the 
present legislation. Similarly, section 7 provides valuable 
clarification of the congressional intent to leave other tax 
arrangements already contained in Federal law, or which 
may be enacted in the future, undisturbed. 

The provision for the service of criminal and civil process 
contained in section 6 is essential to the administration of 
State and local justice. However, if this section is to work 
es the proviso contained in its concluding words must 

e narrowly construed so as to limit such service only in such 
manner as is absolutely essential to permit reasonably efli- 
cient performance of the Federal functions. 

We wish to thank the committee for this opportunity to 
make our views known. The status of Padecsl lane within 
the States is of great and obvious importance to the States 
and a proper solution of problems connected with such areas 
can be found only if the Federal Government and the 
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States work very closely together from the very inception 
of any projects in this field ‘and cooperate, not only in the 
assembly of information but also in the evolution of the law 
and policy. 





Tae Councit or State GOVERNMENTS, 
Chicago, Ill., January 31, 1958. 
Hon. Jonn L. McCuetian, 
Chairman, Senate Committee on Government Operations, 
Senate Office Building, Washington, D.C. 

My Dear Senator: The committee on legislative juris- 
diction over Federal lands within the States of the Council 
of State Governments and the Interdepartmental Committee 
for the Study of Jurisdiction Over Federal Areas Within the 
States have completed a series of conferences held for the 
purpose of proposing appropriate amendments to S. 1538, 

relating to the adjustment of the legislative jurisdiction 
enabelsed by the United States over land in the several 
States and for Federal purposes. 

There is before your committee now the tangible result of 
that series of meetings, an amendment in the nature of a sub- 
stitute which meets with the unanimous concurrence of all 
participants in the meetings. The substitute proposal, if 
enacted, will not solve all jurisdictional problems but it will 
provide an orderly means whereby Federal jurisdiction may 
be relinquished, in whole or in part, thereby decreasing the 
number of areas in which jurisdictional conflicts may occur. 
It is our earnest hope that the committee will be able to 
consider the substitute bill at any early date. We are ex- 
pressing a similar view to Senator Mundt. 

On behalf of our committee we wish to thank you for 
your courtesy, patience, and understanding in a matter of 
great interest to each of the States. We remain ready to 
continue to cooperate in any way you desire. 

With kindest personal regards, Tam 

Very sincerely, 
Frank BANE, 
Executive Director. 





STATEMENT oF ASSISTANT ATTORNEY GENERAL Perry W. 
Morton, CHAIRMAN, INTERDEPARTMENTAL COMMITTEE 
FOR THE Stupy OF JURISDICTION Over FepeRAL AREAS 
WrinHin THE States, With Respect ro S. 1538 (Jury 8, 
1957) 


I am pleased to report that the meetings between State 
and Federal representatives sponsored by the Senate Com- 
mittee on Government Operations have resulted in the de- 
velopment of a bill, identified as the committee amendment 
in the nature of a substitute to S. 1538, which is in accord 
with all the recommendations for basic Federal legislation 
made by the Interdepartmental Committee for the Study 
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of Jurisdiction Over Federal Areas Within the States, and 
which meets with the unanimous concurrence of all partici- 
pants in the meetings. 

The committee amendment may be said to result from 
compromise. The compromise, however, is based on Federal 
and State recognition of the existence of various immutable 
facts, and on mutual confidence. There has been no require- 
ment for compromise of principle on the part of either State 
or Federal representatives. 

The Bureau of the Budget has advised us that it believes 
enactment of legislation of this nature would contribute 
greatly to the improvement of management of Federal oper- 
ations in the various States as well as to the improvement 
of Federal-State relations. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing {30 proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Acr or Jung 1, 1948 
(62 Stat. 281; 40 U.S.C. 318) 


That the Administrator of General Services or officials of the General 
Services Administration duly authorized by him may appoint uni- 
formed guards of said Administration as special policemen without 
additional compensation for duty in connection with the policing of 
public buildings and other areas under the jurisdiction of the Ad- 
ministrator of General Services. Such special policemen shall have 
the same powers as sheriffs and constables upon such Federal property 
to enforce the laws enacted for the protection of persons and property 
and to prevent breaches of the peace, to suppress affrays or unlawful 
assemblies, [and to enforce any rules and regulations made and 
promulgated by the Administrator or such duly authorized officials of 
the Administration for the property under their jurisdiction: Provided, 
That the jurisdiction and policing powers of such special policemen 
shall not extend to the service of civil process and shall be restricted 
to Federal property over which the United States has acquired exclu- 
sive or concurrent criminal jurisdiction] and to enforce any rules and 
regulations made and promulgated pursuant to this Act. 

Src. 2. The [Administrator of General Services or officials of the 
General Services Administration] head of any department or agency of 
the United States or such other officers duly authorized by him are 
[hereby] authorized to [make] issue all needful rules and regulations 
for the government of the [Federal property] public buildings and 
other areas under their charge and control, and to annex to such rules 
and regulations such reasonable penalties, within the limits prescribed 
in section 4 of this Act, as will insure their enforcement: Provided, 
That such rules and regulations shall be posted and kept posted in a 
conspicuous place on such [Federal property] public buildings and 
other areas. This authority shall not impair or affect any other authority 
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existing in the head of any department or agency. The term “public 
buildings and other areas’’ as used in this Act includes property leased 
to the United States. 

[Sxc. 3. Upon the application of the head of any department or 
agency of the United States having property of the United States 
under its administration and control and over which the United States 
has acquired exclusive or concurrent criminal jurisdiction, the Ad- 
ministrator of General Services or officials of the General Services 
Administration duly authorized by him are authorized to detail any 
such special policemen for the protection of such property and if he 
deems it desirable, to extend to such property the applicability of any 
such regulations and to enforce the same as herein set forth; and the 
Administrator of General Services or official of the General Services 
Administration duly authorized by him, whenever it is deemed eco- 
nomical and in the public interest, may utilize the facilities and services 
of existing Federal law-enforcement agencies, and, with the consent 
of any State or local agency, the facilities and services of such State 
or local law-enforcement agencies. ] 

Sec. 3. (a) The head of any department or agency of the United States 
and such officers duly authorized by him, whenever it is deemed economical 
and in the public interest, are authorized to utilize the facilities and serv- 
ices of existing Federal law-enforcement agencies, and, with the consent of 
any State or local agency, the facilities and services of such State or local 
law enforcement agencies, to enforce any regulations promulgated under 
the authority of section 2 of this Act. 

(6) Upon the application of the head of any department or agency of 
the United States the Administrator of General Services and officials of 
the General Services Administration duly authorized by him are author- 
ized to detail such special policemen as are necessary for the protection of 
the Federal property under the charge or control of such department 
or agency. 

Sec. 4. Whoever shall violate any rule or regulation promulgated 
pursuant to section 2 of this Act shall be fined not more than $50 or 
imprisoned not more than thirty days, or both. 


TitLe 18, Unirep States Cops 
* *~ ~ * * = * 


§ 3401. Petty offenses; application of probation laws; fees 


(a) Any United States commissioner specially designated for that 
purpose by the court by which he was appointed has jurisdiction to 
try and sentence persons committing petty offenses in any place over 
which the Congress has exclusive power to legislate or over which the 
United States has concurrent or partial jurisdiction, or which is under 
the charge and control of the United States, and within the judicial 
district for which such commissioner was appointed. 


Trrtte 4, Untrep States Cops 


§ 103. Assent to purchase of lands for forts 


[The President of the United States is authorized to procure the 
assent of the legislature of any State, within which any purchase of 
land has been made for the erection of forts, magazines, arsenals, 
dockyards, and other needful buildings, without such consent having 
been obtained. ] 
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Revisep STatTuTEes 


[Sec. 4661. No light-house, beacon, public piers, or landmark, shall 
be built or erected on any site until cession of jurisdiction over the 
same has been made to the United States. 

[Sxc. 4662. A cession by a State of jurisdiction over a place selected 
as the site of a light-house, or other structure or work of the Light- 
House Establishment, shall be deemed sufficient within the preceding 
section, notwithstanding it contains a reservation that process issued 
under authority of such State may continue to be served within such 
place. And notwithstanding any such cession of jurisdiction contains 
no such reservation, all process may be served and executed within the 
place ceded, in the same manner as if no cession had been made.] 

* * ” * * * . 


Szec. 355. * * * 

[Notwithstanding any other provision of law, the obtaining of 
exclusive jurisdiction in the United States over lands or interests 
therein which have been or shall hereafter be acquired by it shall not 
be required ; but the head or other authorized officer of any department 
or independent establishment or agency of the Government may, in 
such cases and at such times as he may deem desirable, accept or secure 
from the State in which any lands or interests therein under his im- 
mediate jurisdiction, custody, or control are situated, consent to or 
cession of such jurisdiction, exclusive or partial, not theretofore ob- 
tained, over any such lands or interests as he may deem desirable and 
indicate acceptance of such jurisdiction on behalf of the United States 
by filing a notice of such acceptance with the Governor of such State or 
in such other manner as may be prescribed by the laws of the State 
where such lands are situated. Unless and until the United States has 
accepted jurisdiction over lands hereafter to be acquired as aforesaid, 
it shall be conclusively presumed that no such jurisdiction has been 
accepted. ] 

S 








Calendar No. 398 


86TH CONGRESS ; SENATE | Report 
1st Session No. 406 


DIRECTING THE SECRETARY OF THE ARMY TO CONVEY THE 
ARMY AND NAVY GENERAL HOSPITAL, HOT SPRINGS NATIONAL 
PARK, ARK., TO THE STATE OF ARKANSAS 


JUNE 18, 1959.—Ordered to be printed 


Mr. McCuietian, from the Committee on Government Operations, 
submitted the following 


REPORT 


{To accompany H.R. 6190] 


The Committee on Government Operations, to whom was referred 
the bill (H.R. 6190) to direct the Secretary of the Army to convey the 
Army and Navy General Hospital, Hot Springs National Park, Ark., 
to the State of Arkansas, Rat for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE 


This bill authorizes and directs the Secretary of the Army to convey 
all right, title, and interest of the United States in and to approxi- 
mately 21 acres of land presently maintained as the Army and Navy 
General Hospital, Hot Springs National Park, including all buildings, 
improvements, equipment, and personal property located thereon, 
to the State of Arkansas for use as a vocational rehabilitation ce nter, or 
for public health or educational purposes, for a period of 20 years. 

he following reservations are contained in the bill: 

(a) All mineral rights and title to all thermal waters in and to the 
land conveyed to the State of Arkansas shall be reserved to the 
United States. The Secretary of the Interior is authorized to grant 
to the State of Arkansas a permit for use of so much of such waters 
as may be required to carry out the purposes of the bill. 

34006 
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(b) Should the property so conveyed cease to be used for such 
purpose at any time within the 20-year limitation, title thereto shal] 
revert to the United States. 

(c) In the event of war or national emergency, and if the Secretary 
of Defense determines that the property is cuetel as needed for milita 
purposes, the United States reserves the right to use the property for 
the duration of such conflict. 

(d) The Secretary of the Army is authorized to place such other 
reservations and conditions in the conveyance as he and the Secretary 
of the Interior determine to be in the public interest. 

(e) Should the State of Arkansas fail to accept conveyance of the 
property on or before June 30, 1960, the Secretary of the Army shall 
report to the Administrator of General Services that the property is 
excess to his needs. 

Under the provisions of the bill, as amended, approximately 3¥ 
acres of land described therein, which is a part of the Hot Springs 
National Park and presently used by the National Park Service, shall 
be excluded from the conveyance. The buildings and improvements 
thereon are to be transferred to the Department of the Interior to be 
used by the superintendent of the park for quarters. 

The bill is supported by the Bureau of the Budget, and includes 
amendments proposed by the Department of the Interior, and the 
Department of Health, Education, and Welfare, as indicated in agency 
comments on S. 1616, a companion bill to H.R. 6190. 


COMMITTEE ACTION 


At hearings held by the committee on May 21, 1959, on S. 1616, 


the proposed legislation was also supported by Mr. Don W. Russell, 
director, Arkansas State Board for Vocational Education; Mr. E. B. 
Whitten, executive director, National Rehabilitation Association; 
Miss Mary E. Switzer, Director of the Office of Vocational Rehabilita- 
tion; Maj. Gen. Silas B. Hays, Surgeon General, Department of the 
Army, and by Dr. Frank Krusen of the Mayo Clinic, who was chair- 
man of the independent survey committee which recommended that, 
should an Army-Navy Hospital become surplus to the needs of the 
Government, it should be used for the establishment of a comprehen- 
sive rehabilitation center. The study committee further recom- 
mended that the center be administered by the Arkansas Vocational 
Rehabilitation Service and that it accept disabled clients on a nation- 
wide basis. 

The Committee on Government Operations was informed by wit- 
nesses representing the Federal Government and also by State officials 
that the establishment of a regional rehabilitation center in Hot 
Springs, Ark., would fulfill a dire need for such services in the South- 
west area. The committee has received letters and communications 
from rehabilitation directors of the adjoining States recommending 
favorable action on the bill, assuring the committee that many of 
their patients will utilize these facilities. It is believed that such 
patients may eventually account for approximately 15 to 20 percent 
of the patient load. 
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NEED FOR LEGISLATION 


This legislation is needed in order to convey approximately 21 acres 
of land to the State of Arkansas because the site on which the hospital 
and improvements are located is public land under the administrative 
control of the Secretary of the Interior. This land was acquired by 
the Federal Government in 1880 (21 Stat. 289) and section 3 thereof 
provides that ‘the same are hereby forever reserved from sale and 
dedicated to public use as parks, to be known, with Hot Springs 
Mountain, as the permanent reservation.’’ Therefore, special legis- 
lation is needed in order to convey the land and improvements to the 
State of Arkansas for public use. 

The 1.43 acres directly across Reserve Avenue which is bordered - 
by Cottage Street on the west, Spring Street on the south, Pleasant 
Street on the east, and Reserve Avenue on the north is not now, and, 
as far as is known, never was part of the Hot Springs National Park. 
The bill reported by the committee does not convey title to this 

roperty because if and when it becomes surplus to the needs of the 
Sa orionees of the Army, such property can be disposed of under the 
donable property provisions and other authority contained in the 
Federal Property and Administrative Services Act of 1949, as 
amended. In view of the foregoing there does not appear to be any 
need or justification at this time for attempting to change or amend 
the bill to effect any change in that property because the Department 
of the Army is presently utilizing, and has reported that it will 
have a continuing need for, such property. Should that property 
become surplus to the needs of the Federal Government, it could 


be disposed of by donation for education or health purposes, or 
be sold by negotiation to the State or other political subdivision 
thereof under existing authority of law. 


BACKGROUND 


The Army-Navy Hospital proposed to be transferred under this bill 
was established by an act of Congress approved in June 1882. In 
1929 the hospital was improved and the capacity enlarged to 500 beds. 
During World War II the patient load increased to as high as 1,777 
persons. Shortly after the end of the war, however, the patient load 
decreased substantially, and about 4 years ago the Department of the 
Army announced its intention to close the hospital. This action was 
postponed pursuant to action taken by the Senate Appropriations 
Committee when it placed a provision in the annual appropriation 
act requiring the Department of the Army to continue operating the 
hospital for the military and naval forces in the area. It has been 
common knowledge that the Army intends to close the hospital and 
for this reason more than 25 departments and agencies of the Federal 
Government have surveyed or studied the physical layout of the hos- 
pital and supporting facilities to determine what use could be made 
of it, in the event it is declared surplus. After nearly 4 years of study 
no department or agency of the Government has been able to justify 
or recommend a use for the property which would be economical to 
operate, or to utilize the facilities without making extensive repairs or 

terations. 

Consideration was given to a proposal that the property be sub- 
divided into small parcels and sold to the public or conveyed to other 
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agencies of the Government. This suggestion was rejected as im- 
practicable because the utility services, such as the powerlines, water 
mains, sewage and steam pipes could not be separated and maintained 
without extensive engineering and costly construction. 

It is believed, therefore, that the highest and best use of the property 
with the least possible expense could be attained by transferring the 
entire facility to the State of Arkansas for use as a regional vocational 
education center, where medical, vocational, social adjustment sery- 
ices, and related training could be rendered to disabled persons from 
Arkansas and the entire Southwest area of the United States. To 
assure that the best possible use may be obtained of the facility, a 
committee of outstanding educators and rehabilitation officials was 
selected to make a survey and to submit a report on the feasibility of 
using the Army-Navy General Hospital for an area rehabilitation 
center. The committee was headed by Dr. Frank Krusen of the 
Mayo Clinic who was assisted by nine other nationally and regionally 
known experts in the field of rehabilitation. 

The study committee appointed by the Arkansas Vocational 
Rehabilitation Service, referred to under the section dealing with 
“Committee Action,” filed a report entitled “A Proposal To Convert 
the Army-Navy Hospital, Hot Springs, Ark., into a Comprehensive 
Rehabilitation Center, Including Research and Demonstration 
Activities of National Scope, Interest, and Importance,” on December 
5, 1958. The committee made the following recommendations: 

The establishment of a comprehensive rehabilitation center— 
including a research department—at the Army-Navy Hospital, Hot 
Springs, should the facility be declared surplus. 

The center be afforded Federal rehabilitation grants to— 

(a) Purchase equipment over a period not to exceed 3 to 5 
years. 

(b) Provide funds to staff and service a research department. 

(c) Provide additional funds—to be matched by the State— 
for the operation of the center. These would be in addition to 
the funds presently available to the State under Public Law 

565. 

The Arkansas Vocational Rehabilitation Service administer 
and operate the center, accepting disabled clients on a nationwide 
basis. 






























AUTHORITY TO ACCEPT AND OPERATE THE CENTER 





The State of Arkansas recently enacted legislation, Act 34, approved 
February 13, 1959, which would permit the State to obtain title to the 
property, real, personal, or mixed, for the purpose of establishing and 
operating a rehabilitation center. This legislation amended the State 
Rehabilitation Act of 1955, thereby providing the necessary legal 
authority to accept, maintain, and operate the facility as a regional 
rehabilitation activity. The State of Arkansas recently appropriated 
$200,000 of additional State funds to match Federal funds for the 
establishment and operation of the proposed center. 

The Vocational Rehabilitation Amendments of 1954, Public La 
565, 83d Congress, epirb ved August 3, 1954, specifically authorizes 
the Secretary of Health, Education, and Welfare to establish special 
facilities and services, which in his judgment holds promise of making 
a substantial contribution to the solution of vocational rehabilitation 
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programs common to all or several States, as indicated in section 4(a) 
thereof: 


Src. 4. (a) From the sums available therefor for any fiscal 
year, the Secretary shall make grants to States and public and 
other nonprofit organizations and agencies (1) for paying part 
of the cost of projects for research, demonstrations, training, 
and traineeships, and projects for the establishment of special 
facilities and services, which, in the judgment of the Secretary, 
hold promise of making a substantial contribution to the solu- 
tion of vocational rehabilitation problems common to all or 
several States, * * * [Italics supplied.] 


AGENCY COMMENTS 


The following comments and recommendations were received by 
the committee from the Bureau of the Budget, Department of the 
Army, Department of the Interior, Department of Health, Education, 
and Welfare, General Services Administration, and the General Ac- 
counting Office on 8. 1616, which contained the same language as H.R. 
6190 before it was amended in the House of Representatives: 


Executive OFFice OF THE PRESIDENT, 
Bureau or THE Bupcet, 
Washington, D.C., May 5, 1959. 
Hon. Jonn L. McCue ran, 
Chairman, Committee on Government Operations, U.S. Senate, Senate 
Office Building, Washington, D.C. 

My Dear Mr. Cuatrman: This will acknowledge your letter of 
April 13, 1959, inviting the Bureau of the Budget to comment on 
S. 1616, to direct the Secretary of the Army to convey the Army 
and Navy General Hospital, Hot Springs National Park, Ark., to 
the State of Arkansas, and for other purposes. 

For several years the Department of the Army has had no require- 
ment for this facility as a hospital and there is no future foreseeable 
need for it for this purpose. In addition, surveys by the Department 
of Defense and the General Services Administration indicate that 
there is no requirement by other Federal agencies either as a hospital 
or for other purposes. The Department of the Army has continued 
to operate it as a hospital only because of the requirement in the 
annual Department of Defense Appropriation Acts for its continued 
operation. 

We understand that the land on which the hospital is located is 
controlled by the National Park Service and has never been with- 
drawn from the public domain. For this reason, the hospital could 
not be disposed of under the Federal Property Act either by sale or by 
transfer to non-Federal agencies for health or educational purposes. 

Since this property cannot be disposed of under the Federal Property 
and Administrative Services Act, this Office would have no objection 
to enactment of S. 1616 if amended to provide that— 

1, The residence of the superintendent of the park, other personnel 
quarters, and approximately 3% acres of land on which these facilities 
are located shall be retained by the Department of the Interior as 
recommended by the Secretary of the Interior. 

2. The restrictions on the use of the property by the State of 


Arkansas as set forth in section 3 of the bill shall be for a period of 
20 years only. 
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3. In the event of failure by the State of Arkansas to comply with 
any of the reservations or conditions contained in the deed of con- 
veyance, the Secretary of the Army shall upon the recommendation of 
the Secretary of Health, Education, and Welfare effect a reverter of 
title to the property to the United States. 

Sincerely yours, 
Puaiturp S. Huecues, 
Assistant Director for Legislative Reference. 


DEPARTMENT OF THE ARMY, 
Washington, D.C., May 6, 1959, 
Hon. Jonn L. McCue.ian, 
Chairman, Committee on Government Operations, 
U.S. Senate. 

Dear Mr. CHarrMan: Reference is made to your request for the 
views of the Department of the Army with respect to S. 1616, a bill 
to direct the Secretary of the Army to convey the Army and Navy 
General Hospital, Hot Springs National Park, Ark., to the State of 
Arkansas, and for other purposes. 

The proposal authorizes the Secretary of the Army to convey the 
Army and Navy General Hospital buildings and land without con- 
sideration to the State of Arkansas for use as a vocational rehabilita- 
tion center or for other public health or educational purposes. Such 
property and equipment located in the hospital which are necessary to 
the foregoing purposes may also be transferred. The bill also provides 
for the manner in which the property is to be conveyed, including the 
usual reversionary clauses. 

The Department of the Army on behalf of the Department of De- 
fense interposes no objection to the above-mentioned bill. 

[t is the expressed policy of the Department of the Army that the 
Army and Navy General Hospital is excess to its needs. For several 
years the Congress has required the Army to operate the hospital by 
a rider on annual appropriation bills. The State of Arkansas desired 
to take over the hospital ana operate it as a rehabilitation center with 
assistance from the Department of Health, Education, and Welfare. 
To this end, the State of Arkansas has enacted legislation which will 
permit it to accept the property. Although the Army owns the build- 
ings comprising the Army and Navy General Hospital, the land belongs 
to the National Park Service. Such land is not disposable under the 
Federal Property and Administrative Services Act. Accordingly, an 
act of Congress is necessary to convey the property to the State of 
Arkansas. 

The exact fiscal effects of this legislation are not known to the 
Department of Defense. This legislation will result in savings to the 
Government insofar as the operating costs of the hospital are con- 
cerned. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advised that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 
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U.S. DeparTMEentT oF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 8, 1959. 
Hon. Joun Li. McCretian, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 


Dear Senator McCvre.uan: Your committee has requested a 
report on S. 1616, a bill to direct the Secretary of the Army to convey 
the Army and Navy General Hospital, Hot Springs National Park, 
Ark., to the State of Arkansas, and for other purposes. 

This Department would have no objection to the enactment of this 
bill if it is amended as suggested below. 

The bill directs the Secretary of the Army to convey to the State 
of Arkansas approximately 25 acres which comprise a part of the Army 
and Navy General Hospital, Hot Springs National Park. The con- 
veyance would include land, buildings, improvements, appurtenances, 
utilities, equipment, and personal property, and would be made with- 
out the payment of any consideration. Provision is made in the bill 
for reversion of the title in the event that the property is not used for 
the purposes expressed therein. 

With the exception of 3.5 acres, including certain improvements 
thereon, the area involved is not required for Hot Springs National 
Park. Approximately 15 acres of this property are now occupied and 
used by the Department of the Army for the Army and Navy General 
Hospital pursuant to the acts approved June 30, 1882 (22 Stat. 121), 
and June 18, 1930 (46 Stat. 781). 

Subsequently, on April 17, 1931, approximately 9.2 acres of park 
lands were made available to the then War Department for the hos- 

ital by an exchange of correspondence between the Secretary of the 
nterior and the Secretary of War. The letter of April 17, 1931, 
however, expressly provided for the continued use of that portion of 
the land used by the superintendent of the park for quarters. On 
December 21, 1931, the Secretary of the Interior further advised the 
Secretary of War that the area reserved for such occupancy should 
remain in the complete control of and under the exclusive jurisdiction 
of the National Park Service and subject to the laws governing the 
national park, until quarters were provided elsewhere by the Congress. 
The Secretary of War agreed thereto by letter of January 15, 1932. 
As a result, this Department has continued to use for park purposes a 
portion of the area covered by the 1931 exchange of correspondence. 
It contains a residence constructed for the use of the superintendent 
of the park in 1913 and still used for that purpose. 

The portion of the 9.2-acre tract required by this Department for 
the administration of Hot Springs National Park consists of approxi- 
mately 3.5 acres. It is generally separated from hospital facilities by 
a rock and masonry wall. In addition to the park superintendent’s 
residence it contains two duplex houses desirable for the United States 
to retain for housing National Park Service employees. The tract 
is contiguous to the park and is logically operable as a part thereof. 

Alienation of this 3.5-acre tract with its improvements would inter- 
fere with sound park administration and result in the expenditure of 
Federal funds to furnish employee housing as replacement for housing 
which would be transferred to the State. 
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The land which would be conveyed to the State pursuant to the bill 
as recommended for amendment by us contains three sources of 
thermal water of the type heretofore reserved for the benefit of the 
public in Hot Springs National Park. Past experience in connection 
with one of these sources revealed that excessive removal of water 
therefrom endangered the supply of thermal water for other public 
facilities in the park. 

In order to exclude the 3.5-acre tract including improvements, 
equipment, personal property, utilities, and appurtenances thereon, 
from the conveyance authority, and to assure a continuous source of 
hot water for park visitors and at the same time provide a source for 
the State facility under a system of uniform and adequate control, we 
recommend that S. 1616 be amended as follows: 

On page 1, line 6, substitute ‘twenty-one point five” for ‘‘twenty- 
five.”’. On page 2 line 2, change the period to a semicolon and insert 
immediately thereafter: 

‘Provided, nothing in this Act shall authorize a conveyance or 
transfer with respect to the following described portion of Hot Springs 
National Park, including land, buildings, improvements, appurte- 
nances, and utilities appertaining thereto and equipment and personal 
property located thereon: 

“Beginning at the west iron road gate post on the property line at 
Reserve Avenue at point A, northwesterly along the curb line to point 
B approximately midway along the curb line immediately east of 
Building No. 16; thence northeasterly to terminus of the rock wall at 
point C; thence northeasterly to the junction of the rock wall and the 
rock and masonry wall at point D; thence northeasterly along the rock 
and masonry wall to its junction with the U.S. Government property 
line at point E; thence southerly and westerly along the property line 
to the starting point at point A, containing approximately 3.5 acres, 
being the land shown on sheet 9 of 10 sheets, Drawing No. 109, 
entitled ‘Master Plan Army and Navy General Hospital, General 
Utility Map, as revised by the National Park Service, April 20, 1959, 
Dwg. No. NP-HS-7005.’ 

“Provided further, Title to the thermal waters on and under lands 
conveyed pursuant hereto is reserved in the United States of America 
in connection with the administration of Hot Springs National 
Park and the Secretary of the Interior is authorized to grant the 
State a permit for the use of so much of said waters as are required 
in the operation of the State facility for the purposes set out in sec- 
tion 3.” 

In order that the conveyance might be made on terms which would 
assure administration of the State facilities in a manner not incon- 
sistent with the purpose for which the surrounding Hot Springs 
National Park was established, we recommend that section 6 be 
amended by inserting on line 15, page 3, immediately after “he” 
the following words: “and the Secretary of the Interior’. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 
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DEPARTMENT oF Hearn, Epocation, 
AND WELFARE, 
Washington, D.C., May 5, 1959. 
Hon. Joun L. McCieuian, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 

Dear Mr. Cuarrman: This letter is in response to your request of 
April 13 for a report on S. 1616, a bill to direct the Secretary of the 
Army to convey the Army and Navy General Hospital, Hot Springs 
National Park, Ark., to the State of Arkansas, and for other purposes. 

The bill would authorize and direct the Secretary of the Army to 
convey to the State of Arkansas, without consideration, but reserving 
all mineral rights therein to the United States, approximately 25 acres 
of land, together with improvements thereon, located at Hot Springs 
National Park, Ark. The bill would provide that such conveyance 
be conditioned upon the use of the property by the State of Arkansas 
as a vocational rehabilitation center or for other public health or 
educational purposes and would provide that title to the propert 
revert to the United States if the property cease to be used for suc 
purposes. The bill would also reserve to the United States a right 
to repossess the property in the event of a national emergency. The 
proposed legislation directs the Secretary of the Army to carry out 
the conditions and reservations provided for in the bill by specific 
provisions to be contained in the deed of conveyance and imposes 
upon the Secretary of Health, Education, and Welfare the responsi- 
bility for determining and enforcing compliance with the terms and 
conditions inserted in such conveyance instrument. 

At the outset it should be pointed out that, although section 6 of 
the bill imposes upon this Department certain compliance enforcement 
responsibilities, the proposed conveyance to be accomplished by this 
legislation does not comport with the policies and the terms and con- 
ditions applicable to conveyances by this Department of surplus prop- 
erty for health and educational purposes authorized by section 203(k) 
of the Federal Property and Administrative Services Act of 1949, as 
amended (Public Law 81-152). The Department’s policy applicable 
to such health or educational transfers imposes conditions and restric- 
tions upon the use of real property conveyed for a period of 10 to 20 
years. The proposed legislation would impose such condition on a 
perpetual basis. This, apart from saddling this Department with a 
responsibility for compliance enforcement without limitation as to 
time, would have the effect of so encumbering the title to the property 
as to present serious impediments should be State of Arkansas seek, 
at any time, to raise money for capital improvements on the security 
of the property either through bond issue or mortgage. 

Section 4 of the bill reserves to the United States the right to re- 
possess the property in the event of a national emergency without 
payment of consideration for such use. It further provides that upon 
termination of such emergency use, the property, together with any 
or all improvements thereon, shall revert to the State of Arkansas. 
The experience of this Department with respect to properties previ- 
ously transferred to health and educational institutions which were 
subsequently repossessed by the Department of Defense during the 
Korean conflict emphasizes the hazards which would attend such pro- 
vision. In most cases in which repossession had occurred, substantial 
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improvements were required to be made for effective utilization of the 
facilities repossessed for such national emergency use, involving, in 
some cases, many millions of dollars. The draft language would have 
the effect of providing for the Government’s complete loss of its invest- 
ment in such improvements upon the termination of such emergency 
use of the property. 

Section 6 of the draft bill, as indicated above, makes the Secretary 
of Health, Education, and Welfare responsible for compliance enforce- 
ment. The difficulties posed by this provision are twofold: 

(1) In the first place, unlike disposals under the above-mentioned 
provision of the Federal Property and Administrative Services Act, 
this conveyance is not to be preceded, as we understand it, by the 
formulation and submission by the State of Arkansas of a specific 
plan or program of operation delineating the purposes for which the 
property would be used and specifying in detail the manner in which 
the facilities would be operated. Consequently, this Department 
would be ill equipped to undertake compliance enforcement in the 
absence of a previously agreed-upon plan or program of operation. 

(2) Secondly, in the event of a determination of noncompliance, the 
legislation does not make it clear whether the Sec retary of the Army 
or the Secretary of Health, Education, and Welfare shall effect the 
reverter of title. This is significant i in respect to which of the Depart- 
ments will have the responsibility for protection and maintenance of 
the property should such reversion occur. Accordingly, in view of the 
fact that this Department does not have responsibility for such protec- 
tion and maintenance even with respect to properties originally con- 
veyed by this Department under the Federal Property and Adminis- 
trative Services Act, which are reverted for noncompliance—a 
responsibility which is discharged by the General Services Adminis- 
tration—we would strongly urge that the second sentence in section 6 
be deleted and in lieu wheel the following inserted: 

on the recommendation by the Secretary of Health, Education, 
ine 1 Welfare with respect to the failure of the State of ‘Arkansas to 
comply with any of the reservations and conditions contained in such 
deed of conveyance, the Secretary of the Army shall effect a reverter 
of title to the property to the United States.” 

The Department recognizes that special legislation is required for 
this conveyance because national park lands are involved. 

Subject to amended of the draft bill to take account of the foregoing 
comments, this Department would, therefore, interpose no objection 
to the enactment of the legislation. 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Artuour S. Fiemmrine, Secretary. 
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GENERAL Services ADMINISTRATION, 
Washington, D.C., May 4, 1959. 
Hon. Joun L. McCue ian, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 


Dear Mr. CuarrMan: Your letter of April 13, 1959, requested 
the views of the General Services Administration regarding S. 1616 
a bill to direct the Secretary of the Army to convey the Army and 
Navy General Hospital, Hot Springs National Park, Ark., to the 
State of Arkansas, and for other purposes. 

The purpose of the bill is to authorize the Secretary of the Army 
to transfer, without consideration, to the State of Arkansas all right, 
title, and interest of the United States in and to a part of the Army 
and Navy General Hospital, Hot Springs National Park, Ark., com- 
prising approximately 25 acres of land, together with improvements 
thereon, appurtenances, utilities, and certain equipment and per- 
sonal property, for use only as a vocational rehabilitation center or 
other public health or educational purposes. 

The Army and Navy Hospital at Hot Springs National Park, 
Ark., was established by the Department of the Army in 1882 on 
24.24 acres of land on a site selected by agreement of the Secretary 
of War and the Secretary of the Interior in the Hot Springs Reserva- 
tion. Pursuant to section 3 of an act of June 16, 1880 (21 Stat. 289), 
this and other areas in the locality were ‘forever reserved from sale 
and dedicated to public use as parks.”’ 

General Services Administration is opposed in principle to the 
enactment of legislation which would preclude the opportunity for 
continued Federal utilization of property which is excess to the re- 
quirements of a Federal agency. We are informed, however, by the 
Department of the Army that no other Federal medical agency 
desires to use this facility. 

General Services Administration is also opposed to the enactment of 
special legislation if its objectives can be accomplished within the 
framework of existing law. Pursuant to section 203(k)(1) of the 
Federal Property and Administrative Services Act of 1949 (63 Stat. 
385), as amended, the Administrator of General Services may, in his 
discretion, assign to the Secretary of Health, Education, and Welfare, 
surplus real property, including buildings, fixtures, and equipment 
situated thereon, recommended by the Secretary as being needed for 
— health purposes, including research. The act authorizes the 

ecretary to transfer such property to States and their political 
subdivisions and instrumentalities and to tax-supported medical 
institutions and to hospitals or other similar institutions not operated 
for profit which have bean held exempt from taxation under section 
101(6) of the Internal Revenue Code. However, inasmuch as section 
3(d) of the cited act excludes from the application of the act lands 
dedicated for national park purposes, and Geceuhs the act of June 16, 
1880, specifically reserves thes lands from sale and dedicates them 
to public park purposes, the objectives of S. 1616 cannot be accom- 
plished within the framework of the existing law. 

For these reasons, and inasmuch as the purpose for which this 
property will be conveyed is in accordance with the objectives of the 

eral Property and Administrative Services Act of 1949, as 
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amended, General Services Administration favors the enactment of 
this measure. 
The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 
Sincerely yours, 
FRANKLIN FLogtE, Administrator. 





CoMPTROLLER GENERAL OF THE UnrtTep Sratns, 
Washington, D.C., April 2t,, 1959, 
Hon: Jonn L. McCueuuan, 
Chairman, Committee on Government Operations, 
U.S. Senate. 

Dear Mr. Cuarrman: Your letter of April 13, 1959, acknowledged 
April 14, requested our comments on S. 1616, 86th Congress, 1st ses- 
sion, being a bill entitled ‘To direct the Secretary ef the Army to 
convey the Army and Navy General Hospital, Hot Springs National 
Park, Ark., to the State of Arkansas, and for other purposes.” 

The bill would authorize the Secretary of the Army to transfer, 
without consideration, to the State of Arkansas 25 acres, more or less, 
located at Hot Springs National Park, Ark., and all buildings: and 
utilities belonging thereto, such land being a part of the Army and 
Navy General Hospital at Hot Springs National Park. The: con- 
veyance would be upon condition that the property would be used 
by the State of Arkansas as a vocational rehabilitation center or for 
other public health or educational purposes, subject to reversion to 
the United States if the property should eease to be used for such 
purposes. Provision also is made for use of the property by the 
United States in the event of war or national emergency. 

We have no knowledge as to how the land was acquired for use as 
a hospital; that is, whether it was part of the public domain at the 
time the hospital was located thereon or whether it was acquired 
otherwise. Statutory authority for disposition of property other than 
the public domain is contained generally in 40 U.S.C. 484 et seq. and 
50 U.S.C. App. 1621 to 1641, and is vested in the Administrator of 
General Services, whereas authority for the sale of lands in the publie 
domain is contained in 43 U.S.C. 671 et seq., and is vested in the 
Secretary of the Interior. 

Other than the foregoing we have no comments to offer with respect 
to the provisions of S. 1616. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


O 
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JUNE 18, 1959.—Ordered to be printed 





Mr. Byrp of Virginia, from the Committee on Finance, submitted 
the following 


REPORT 


[To accompany H.R. 7086] 


The Committee on Finance, to whom was referred the bill (H.R. 
7086) to extend the Renegotiation Act of 1951, and for other purposes, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill, as amended, do pass. 


I. GENERAL STATEMENT 


H.R. 7086 as passed by the House of Representatives would extend 
the Renegotiation Act of 1951 for 4 years and would make other 
amendments to existing law. 

Your committee has provided a substitute for the House bill by 
striking out all the provisions after the enacting clause and by sub- 
stituting three new sections. 

Your committee’s bill would reduce the period of extension from 4 
years to 2 years and 6 months. In addition, your committee’s bill 
provides for a comprehensive study of procurement policies and 
practices and for a subsequent broad-scale study of the Renegotiation 
Act of 1951 and of the policies and practices of the Renegotiation 
Board. Your committee’s bill also provides for an increase in the 
compensation of the General Counsel of the Renegotiation Board. 

Your committee’s action with respect to H.R. 7086 has been taken 
with particular regard to the fact that renegotiation of Government 
contracts requires the exercise of an unusually high degree of adminis- 
trative discretion and judgment on the part of men rather than the 
application of fixed and determinable rules of law. Recognizing this, 
your committee believes that the statute granting this unusual 
authority should not become a permanent part of our law but should 
be extended only on a temporary basis so that the Congress may have 
the opportunity periodically to review the exercise of that discretion 
in the light of its impact on the interests of the Government and 
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contractors alike. In view of these considerations, your committe 
feels that a comprehensive study of procurement policies and practices 
and of the Renegotiation Act of 1951 and the policies and practices 
of the Renegotiation Board is a matter of particular importance. 


II. DISCUSSION OF THE BILL 


A. Extension of the act (sec. 1) 


The Renegotiation Act of 1951 is now scheduled to expire as of 
June 30, 1959. Section 1 of the bill as amended by your committee 
would extend the act for a period of 2 years and 6 months—that is, 
until December 31, 1961. our committee has extended the act for 
a period ending with the date of the close of a calendar year rather 
than any other date in a year since it has been advised by the Board 
that the substantial majority of contractors are on a calendar year 
basis and that considerable complexities would arise in the event of 
termination of the act on a date other than the close of a calendar year, 


B. General Counsel of the Renegotiation Board (sec. 2) 


Your committee, in section 2 of its bill, has provided that the General 
Counsel of the Renegotiation Board shall receive compensation at the 
rate of $19,000 per annum. This action has been taken in order to 
bring the compensation of the General Counsel of the Renegotiation 
Board in line with that of the general counsel of each of the major 
departments subject to the Renegotiation Act who deal with imiae 
subject matter as the General Counsel of the Renegotiation Board 
and who handle legal problems of similar complexity and importance. 


C. Studies of procurement and renegotiation (sec. 3) 


Section 3 of your committee’s bill provides for a comprehensive 
study of procurement policies and practices and for a subsequent study 
of the Renegotiation Act and of the policies and practices of the Re- 
negotiation Board. Your committee has provided that the study of 
renegotiation be preceded by a study of procurement since it has found 
from its experience with the subject of renegotiation that a compre- 
hensive appraisal of renegotiation can be made only by considering the 
operation, use, and effectiveness of various procurement policies, prac- 
tices, and methods. 

The study of procurement policies and practices is provided for 
in section 3(a) of your committee’s bill. This section directs the 
Committee on Armed Services of the Senate and the Committee on 
Armed Services of the House of Representatives (or any duly author- 
ized subcommittees thereof) to make full and complete studies of 
the procurement policies and practices of the Department of Defense, 
the Department of the Air Force, the Department of the Army, and 
the Department of the Navy. This section specifies that the studies 
shall include an examination of the experience of such departments in 
the use of various methods of procurement and types of contractual 
instruments, with particular regard to the effectiveness thereof in 
achieving reasonable costs, prices, and profits. The section further 
directs that the results of such studies, together with such recom- 
mendations as may be deemed necessary or desirable, be reported by 
the named committees to their respective Houses not later than 
September 30, 1960. It is also provided that the material and data 
collected in the course of such studies be made available to the Joint 
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Committee on Internal Revenue Taxation to assist it in making the 
required study of renegotiation. It is anticipated that these procure- 
ment studies will produce information relating to the various methods 
of procurement now in use (such as the negotiated contract method 
and the formal-advertised-competitive-bid method) to the various 
available types of contractual instruments and clauses and to the 
cost, price, and profit experience under such techniques as they have 
been applied to particular companies and industries, which will be 
particularly valuable in the subsequent study of renegotiation. 

The study of renegotiation is provided for in section 3(b) of your 
committee’s bill. This section directs the Joint Committee on 
Internal Revenue Taxation to make a full and complete study of the 
act itself and of the policies and practices of the Renegotiation Board. 
This section further directs that the results of such study, together 
with such recommendations as may be deemed necessary or desirable, 
be reported by the joint committee to both the House and the Senate 
not later than March 31, 1961. 


III. CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


RENEGOTIATION ACT OF 1951, AS AMENDED 
TITLE I—RENEGOTIATION OF CONTRACTS 


* * - * * * * 
SEC. 102. CONTRACTS SUBJECT TO RENEGOTIATION. 
* + * * * * * 


(c) TERMINATION.— 

(1) IN GeneRAL.—The provisions of this title shall apply only 
with respect to receipts and accruals, under contracts with the 
Departments and related subcontracts, which are determined 
under regulations prescribed by the Board to be reasonably 
attributable to performance prior to the close of the termination 
date. Notwithstanding the method of accounting employed by 
the contractor or subcontractor in keeping his records, receipts 
or accruals determined to be so attributable, even if received or 
accrued after the termination date, shall be considered as having 
been received or accrued not later than the termination date. 
For the purposes of this title, the term “termination date’? means 
[June 30, 1959] December 31, 1961. 


x ~ . * t 2 * 
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SEC. 107. RENEGOTIATION BOARD. 
* * * * * * * 

(c) Personnet.—There shall be a General Counsel of the Renegotia- 
tion Board who shall be appointed by the Board without regard to the 
civil-service laws and regulations, and who shall receive compensation 
at the rate of $19,000 per annum. ‘The Board is authorized, subject 
to the Classification Act of 1949 and the civil-service laws and regu- 
lations, to employ and fix the compensation of such officers and 
employees as it deems necessary to assist it in carrying out its duties 
under this title. The Board may, with the consent of the head of 
the agency of the Government concerned, utilize the services of any 
officers or employees of the United States, and reimburse such agency 
for the services so utilized. Officers or employees whose services are 
so utilized shall not receive additional compensation for such sery- 
ices, but shall be allowed and paid necessary travel expenses and @ 
per diem in lieu of subsistence in accordance with the Standardized 
Government Travel Regulations while away from their homes or 
official station on duties of the Board. 

* * * * *« * ~ 
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Mr. Humpurey, from the Committee on Government Operations, 
submitted the following 







REPORT 


[To accompany §. 1851] 











The Committee on Government Operations, to whom was referred 
the bill (S. 1851) to establish a Commission on a Department of Science 
and Technology, having considered the same, report favorably thereon, 
without amendment, and recommend that the bill do pass. 








ANALYSIS OF PROVISIONS OF S. 1851 









This bill would create a Commission to be known as the Commission 
on a Department of Science and Technology. 

Section 1 provides that the Commission conduct a complete investi- 

ation and study in order to determine (1) the desirability of estab- 
ishing within the executive branch of the Government a Department 
of Science and Technology in order to provide more effective and 
better centralized and coordinated science programs and operations 
within the Federal Government, and (2) if the establishment of such 
department is desirable, which functions now exercised by other 
departments or agencies of the Government should be transferred to 
such department and what, if any, new function should be given to 
such department. 

Section 2 would waive the application of conflict of interest statutes 
for members or employees of the Commission while serving on a part- 
time or full-time basis with or without compensation. 

Subsection (a) of section 3 provides that the Commission shall be 
composed of 16 members, of whom 8 are to be appointed by the 
President, 4 from the executive branch of the Government who are 
participating in Federal scientific activities, and 4 from private life 
who are eminent in one or more fields of science; 4 to be appointed 
by the President of the Senate and 4 by the Speaker of the House of 
Representatives, 2 from each of the respective branches of Congress 
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and 4 from private life who are eminent in one or more fields of 
science. 

Subsection (b) requires equal representation from the two major 
political parties in all categories. 

This section deviates from the composition of the Hoover Com- 
missions as prescribed by the Congress, by providing for the appoint- 
ment of 16 members (8 by the President and 4 each by the Senate 
and House of Representatives), whereas each of the Hoover Com- 
missions consisted of 12 members (4 by the President and 4 each by 
the Senate and House of Representatives). 

The objectives of the committee, in recommending the increased 
number of members to be appointed by the President, is to (1) give 
recognition to the desirability of having the President initiate any 
program calling for the creation of a Department of Science and 
Technology, and (2) permit the President to designate at least four 
members from the executive branch who are responsible for the opera- 
tions of major Federai science programs. It was the view of the com- 
mittee that the special assistant to the President and head of the 
Council on Science and Technology, and the heads of the Atomic 
Energy Commission, the National Aeronautics and Space Adminis- 
tration, and the National Science Foundation, the three major inde- 
pendent science agencies, should be represented on the Commission, 
The increased number of appointments would also permit the Presi- 
dent to appoint four members who are outstanding in the scientific 
community, in addition to four eminent scientists who would be 
appointed by the legislative branch. This authority for appointment 
of not less aon 16 members, 8 of whom would represent the scientific 
community, would insure a wider selection of qualified representatives 
of the scientific, engineering, and teclinetagical activities involved. 

It is the view of the committee that, before any Department of 
Science is created, the scientists themselves as well as those engaged 
in research or administrative activities should actively participate in 
the development of any program that may be recommended by the 
proposed Commission, and the broadened scope of the membership 
of the Commission should permit the achievement of this objective. 

Sections 4 and 6 provide that the Commission shall elect a Chairman 
and Vice Chairman from among its members, and that nine members 
of the Commission shall constitute a quorum. 

Section 6 provides that Members of Congress and members of the 
Commission who are in the executive branch of the Government shall 
serve without compensation in addition to that now received, but shall 
be reimbursed for travel, subsistence, and other necessary expenses 
incurred by them in the performance of the duties vested in the 
Commission; other members of the Commission shall receive $100 
per diem when engaged in the actual performance of such duties, 
plus necessary expenses. 

Section 7 authorizes the Commission to appoint and fix the com- 
pensation of such personnel as may be required in accordance with 
provisions of the civil service laws and Classification Act of 1949; and 
that the Commission may procure, without regard to the civil service 
laws and the Classification Act, temporary and intermittent services 
at rates not to exceed $50 per diem for individuals. 

Section 8 provides that the Commission shall establish a Science 
Advisory Panel of not less than 100 competent and experienced 
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members of the scientific community of the United States to serve 
on request as scientific consultants to the Commission or to individual 
members while performing the duties of the Commission; that members 
of such panel shall be chosen from Government officers and employees 
and from individuals in private life on the basis of competence, experi- 
ence, integrity, availability, and ability to communicate not only to 
professional scientists but to laymen. 

Section 9 requires that the Commission shall submit interim reports 
to the President and the Congress as it deems advisable, and that its 
final report shall be submitted to the President and the Congress not 
later than May 31, 1960. ‘The final report of the Commission shall 
propose such legislation and administrative actions as in its judgment 
are necessary to carry out its recommendations, whether or not the 
Commission recommends for or against the establishment of a De- 
partment of Science and Technology. 

Sections 10, 11, and 12 authorize the Commission to hold hearings 
and take testimony as may be deemed advisable, to secure required 
information and other data from executive departments or agencies, 
upon request made by the Chairman or Vice Chairman; the necessary 
appropriations; and provides that the Commission shall terminate 30 
days after submitting its last report, or on June 30, 1960. 


SCOPE OF BILL 


S. 1851 provides for two basic studies—whether or not a Depart- 
ment of Science and Technology should be created, and what functions 
should be incorporated within such Department. In arriving at 
decisions upon which to base its recommendations to the President 
and the Congress, the Commission would, of necessity, make studies 
and recommendations on many closely related problems. Among 
these would be the need for (a) strengthening American science and 
technology as one of our essential resources for national security and 
welfare; (6) better centralization and coordination of Federal science 
programs and operations through necessary and desirable reorganiza- 
tions of existing departments and agencies which relate directly to 
Federal science and research; and (c) the formulation or improvement 
of Federal policies for more effective programs for training, recruiting 
and better utilization of scientific and engineering manpower. 

The committee took the view that, instead of including specific 
methods and procedures for the Commission’s study, which might 
prove to be more restrictive through the inadvertent omission of one 
or more areas of Federal science activity which required investigation 
and analysis, the broad overall objectives as set forth in the declara- 
tion of policy would provide the Commission with the widest possible 
scope of authority in order to adequately cover all areas of Federal 
science and research operations, such as (1) effective reorganization of 
Federal departments and agencies operating science and research 
programs, with the objective of insuring more efficient performance of 
essential services, activities and functions within these fields; (2) elimi- 
nating unnecessary duplication and overlapping of science, research 
engineering and technological services, activities, and functions of a 
similar nature; (3) consolidating or coordinating science services, 
activities and functions within the proposed new Department of 
Science and Technology, within the agency or department in which 
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they are now located, or through transfers to other departments or 
agencies, as found to be necessary to the efficient conduct of govern- 
ment; (4) shaping national policy on the conservation and more 
effective utilization of scientific and engineering facilities and man- 
power; and (5) the advisability of relocating agencies now operating 
within existing departments, or agencies now responsible directly to 
the President, within a Department of Science and Technology, 

There are also other areas of great importance to the Federal science 
program, such as meteorology, oceanography, etc., which are not spe- 
cifically outlined in the bill. It is the view of the committee that 
oceanography certainly should come within the purview of the studies 
to be conducted by the Commission, if a complete review is to be 
made of all Federal science activities. The importance of this program 
is set forth in the subcommittee’s report to the Senate (S. Rept. 120, 
86th Cong., pp. 51-57), and in the reports of the Committee on 
Oceanography of the National Academy of Sciences-National Re- 
search Council. Also Dr. L. V. Berkner, president, Associated Uni- 
versities, Inc., in recommending the creation of a Department of 
Science, proposed specifically that a division or bureau of oceanog- 
raphy should be incorporated within such Department. 

While these directives are not specifically spelled out in the bill, it 
is the intent of the committee that studies shall be made into these 
areas of Federal science activities since this type of information would 
be essential to members of the Commission before a report and 
recommendations could be made to the President and the Congress. 


BACKGROUND 


Science and Technology Act of 1958 (S. 3126) 

On January 27, 1958, a bill (S. 3126), entitled the ‘Science and 
Technology Act of 1958,’’ was introduced in the Senate by Senators 
Hubert H. Humphrey, of Minnesota, chairman, Subcommittee on 
Reorganization; John L. MeClellan, of Arkansas, chairman, Com- 
mittee on Government Operations; and Ralph Yarborough, of Texas. 

The bill contained provisions authorizing (a) creation of a Depart- 
ment of Science and Technology; (6) coordination and improvement of 
Federal functions relating to assembling, translating, collating, re- 
trieving, and distributing scientific information; (c) educational loans 
for the purpose of encouraging and assisting students beyond the 
secondary school level in the fields of physical and biological sciences, 
mathematics, and engineering; (d) establishment of National I[nsti- 
tutes of Scientific Research; and (e) establishment of cooperative 
programs outside of the United States for collecting, collating, trans- 
lating, abstracting, and disseminating scientific and technological in- 
formation, and to conduct and support other scientific activities, 
through the use of foreign currency credits. 

Senate Document No. 90, 85th Congress, provides complete infor- 
mation relative to the provisions and objectives of S. 3126. 

Progress Report on Science Programs, 85th Congress (S. Rept. 2498) 

In a report entitled “Progress Report on Science Programs of the 
Federal Government” (S. Rept. 2498), compiled and issued by the 
Subcommittee on Reorganization and International Organizations on 
September 9, 1958, a résumé was made of all legislation enacted or 
proposed during the 85th Congress, which was in accord, generally, 
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with the provisions of the Science and Technology Act of 1958, or was 
ijn some way interrelated with other science activities of the Federal 
Government. 

Science Program, 86th Congress (S. Rept. 120) 

A further report, supplementing the information contained in Senate 
Report 2498, 85th Congress, outlining administrative actions taken to 
implement the science programs established under authority of legis- 
lation approved in the 85th Congress and by reference to related 
legislative proposals introduced in the Ist session of the 86th Congress, 
was compiled by the staff of the committee and filed in the Senate on 
March 23, 1959 (S. Rept. 120). 

This report includes details relative to (1) the operations of the 

rogram approved by the last Congress directing the National Science 
oundation to expand its program for the coordination of Federal 
activities dealing with gathering, collating, indexing, retrieving, and 
distributing scientific information, and to contract through private 
groups, qualified in this field, for the performance of such services as 
are necessary to perfect a national program to insure that scientific 
information will be made readily available to scientists and others 
when required; (2) administrative actions in other areas of science, 
such as the effectiveness of programs relating to educational grants; 
(3) utilization of foreign currencies in assembling, translating, and 
distributing scientific materials abroad through the use of foreign 
credits; and (4) establishment of institutes of scientific research, as 
proposed in the original Science and Technology Act of 1958, in the 
fields of meteorology, oceanography, and other basic sciences which 
will require substantial Federal support and appropriations. The 
report also sets forth other advancements made pursuant to congres- 
sional authorizations by executive or administrative actions initiated 
by the President and other officials following the enactment of the 
science programs by the 85th Congress. 

The information included in Senate Report 120 indicates the extent 
to which Government operations have expanded in all fields covered 
by the Science and Technology Act of 1958, such as centralizing ad- 
ministrative controls and coordination of Federal science programs, 
documentation, educational loans or grants, establishment of central 
institutes of science, and utilization of foreign credits for the develop- 
ment of programs for assembling and distributing scientific informa- 
tion and the advancement of other science programs abroad. 

Science and Technology Act of 1959 (S. 676) 

On January 23, 1959, a revised bill, entitled the “(Department of 
Science and ‘Technology Act of 1959’, was introduced in the Senate 
under the joint sponsorship of Senators Humphrey, McClellan, Ervin, 
Gruening, Yarborough, and Muskie. 

Title I of the Science and Technology Act of 1958, proposing the 
creation of a Department of Science and Technology was the only 
section of the original bill which was incorporated in S. 676, with cer- 
tain revisions. In its progress report to the Senate, however, the 
committee stated (S. Rept. No. 2498, 85th Cong., p. 14) that— 


The Committee on Government Operations was not 
afforded an opportunity to hold hearings on title I during 
the 85th Congress, due to the re-reference of the bill to the 
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Senate Special Committee on Astronautics and Space, but 
the staff, at the direction of the committee, has maintained 
a continuing study of the proposal to establish a Department 
of Science. The response of scientists to the staff proposal, 
since the release of Senate Document 90, has been most 
gratifying and helpful. Constructive criticisms in opposi- 
tion to the proposal, as well as stimulating and cogent 
alternative suggestions have been received and will continue 
to be sought by the committee. The committee, therefore, 
proposes to hold hearings on the original and alternative 
proposals in the 86th Congress and to give all of them careful 
consideration, with a view to recommending additional 
reorganization of science programs in the executive branch 
of the Government as may be found to be necessary to effect 
the essential coordination of such activities. 


HEARINGS 


The Subcommittee on Reorganization and International Organiza- 
tion held hearings on S. 676, to create a Department of Science and 
Technology, and to transfer certain agencies and functions to such De- 
partment, and a related bill, S. 585, introduced by Senator Kefauver, 
to establish a Department of Science and to prescribe the functions 
thereof, on April 16 and 17,1959. In his opening statement the chair- 
man of the subcommittee made it clear that the main objective of the 
committee in conducting these hearings was to place emphasis upon 
the need to effect necessary and desirable reorganizations within the 
Federal Government structure which relate directly to Federal scien- 
tific activities, and to promote better centralization and coordination 
of Federal science programs and operations. It was emphasized that 
the bill then under consideration should be considered merely as an 
approach to the problems involved, and did not represent any final 
conclusions of the committee; that the committee hoped through 
these hearings to develop testimony which would lead to the approval 
of legislation which would promote more efficiency in governmental 
seience activities and develop the proper framework under which 
science and technology can be abled to the greatest common good, 


Recommendations for the creation of a Commission on a Department of 
Science and Technology 

Practically every witness who testified at the first 2 days of hear- 
ings on S. 676 were in agreement that, in order to insure the establish- 
ment of a workable and acceptable program for the proper coordina- 
tion of Federal science activities, reorganizations in existing Federal 
agencies dealing with science, technology, or engineering would be 
required. Some of the witnesses supported the objectives of S. 676, 
and others expressed opposition at least until more information was 
available as to what agencies of the Federal Government should be 
incorporated in the proposed new Department, or in any agency that 
may be established for the centralization of such activities. The basis 
for opposition to the proposal for the creation of a Department of 
Science and Technology is set forth fully in Senate Document 90, 85th 
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Congress, in Senate Report No. 120, 86th Congress, and in the com- 
mittee hearings. 

There was also general agreement, however, that there was an urgent 
need for the appointment of a Commission, patterned along the lines 
of the Hoover Commissions, to conduct a study as to whether or not 
a Department of Science should be created, and, if such a department 
was found to be desirable, that the proposed Commission should recom- 
mend to the President and to the Congress which functions now being 
performed by other departments, agencies, and independent establish- 
ments of the Government should be transferred to such department. 

It was suggested that the commission should be composed of 
eminent authorities in the field of science who are recognized leaders 
of the scientific community, representatives of the Federal Government 
agencies which were engaged in basic civilian science activities, and 
of members of the legislative branch of the Government, as is proposed 
in S. 1851. 

In testifying before the subcommittee, in opposition to S. 676 as 
drafted by the staff of the Committee on Government Operations, the 
Secretary of Commerce, Lewis L. Strauss, in reply to a question di- 
rected to him by the chairman as to his views on the proposal to create 
“an impartial commission along the lines of the Hoover Commission 
formula,” stated: 


I think it would be an excellent idea * * * I would say that 
such a survey * * * would be a very salutary thing. 


In supporting the bill, Dr. Wallace R. Brode, chairman of the board 
and past president of the American Association for the Advancement 
of Science, and now the Science Adviser to the Secretary of State, 
stated that— 


Two major decisions are required, one as to whether a 
Department of Science should be formed, and, second, as to 
the composition of such a Department. A Commission of 
governmental and nongovernmental experts in science and 
nonscience areas, similar to a Hoover Commission type, might 
consider these problems, and especially the second phase; if 
a Department of Science is inevitable, just what activities of 
the Government should be included. 


Spokesmen for the Engineers Joint Council and the American 
Chemical Society, who first advanced the suggestion for the creation 
of the Commission as proposed by S. 1851, strongly supported this 
approach as being necessary before final action is taken on any 
legislation to create a Department of Science and Technology. 

In support of this position, the executive secretary of the American 
Chemical Society, Mr. Alden H. Emery, stated that the society’s 
board of directors, at a meeting held early in 1958, recommended 
“greater centralization of the Government’s nonmilitary research,” 
and that the board, in discussing the matter at a later meeting, found 
that there was a need for a more definite proposal, concluding that the 
general public interest in the creation of a Department of Science and 
Technology had become more apparent. In September 1958, the 
board specifically recommended the creation of a Commission, “‘in- 
cluding persons with scientific and technical background, to make a 
thorough study of scientific and technological activities within the 
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Federal Government to ascertain the necessary relationship of each 
of the existing departments of the Government and the benefits to each 
of possible association in a new organization devoted to scientific and 
technological affairs with the purpose of determining objectively the 
merits of a Department of Science and Technology and, if deemed 
advisable, of recommending which activities should be included in 
such a Department of Science and Technology” (pt. I, p. 21, hearings 
on S. 676, Apr. 16, 1959). 


Establishment of a Commission on a Department of Science and Tech- 
nology (S. 1851) 

At the conclusion of the hearings held on April 16 and 17, the staff 
of the Committee on Government Operations, at the direction of the 
subcommittee, drafted a bill to accomplish these objectives. The bill 
was introduced in the Senate on May 5, 1959, as S. 1951 under the joint 
sponsorship of Senators Humphrey, Capehart, Mundt, Gruening, 
Muskie, Yarborough, and Keating. 

Further hearings on S. 676, S. 586, and S. 1851 were held on May 28, 
1959. Spokesmen for the Government at these hearings included Dr 
Alan T. Waterman, Director of the National Science Foundation, Mr. 
William F. Finan, Assistant Director for Management and Organiza- 
tion, Bureau of the Budget, and Dr. Leonard Carmichael, Secretary 
of the Smithsonian Institution. All three of these witnesses opposed 
the bills providing for the creation of a Department of Science and 
Tecnnology (S. 586 and S. 676). Dr. Waterman and Mr. Finan also 
opposed S. 1851. 

Dr. Waterman stated that— 


While I believe, as a general matter, a commission of the 
type proposed in S. 1851 might be useful in assessing the need 
for such a department, I believe that creation of such a com- 
mission at this time would be premature. * * * 

A number of actions have been taken in the executive 
branch since sputnik, aimed at improving the coordination of 
the scientific activities of the Federal Government. Some of 
them have not been in effect long enough so that an accurate 
assessment of their utility can be made. Moreover, con- 
tinuing study and consideration are being given to these 
matters within the executive branch. 

Under these circumstances, I believe that the mechanisms 
already in operation should be given an opportunity for trial, 
perhaps for a period of 1 or 2 years, after which time the 
matter of a commission might be reconsidered if it were felt, 
at that time, that substantial steps had not been taken toward 
the solution of the problems at which the proposed Depart- 
ment of Science and Technology is aimed. 

| believe that if the Commission were to begin a study at 
this time, it would not have sufficient data available with 
regard to methods presently in effect, designed to promote 
coordination of the scientific activities of the Government 
so as to arrive at a clear conclusion as to whether it would be 
desirable to establish a Department of Science and Tech- 
nology. 

What is more important of all, in my opinion, is to carry 
to the people a clearer idea of science and a more accurate 
picture of the part it plays in our progress. 
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With a real sense of urgency on the part of our people we 
can accomplish what is needed; without it we cannot. 


Dr. Waterman, in his testimony, stressed the importance of the 
science advisory programs set up in the Executive Office of the 
President, two of which—the President’s Advisory Committee on 
Science and Technology and the Federal Council for Science and 
Technology—were movies by Dr. James R. Killian, Jr., which he 
contended made the creation of a Department of Science and Tech- 
nology, or a commission to study the problems involved, unnecessary. 
Extracts from a colloquy between Dr. Waterman and the chairman 
of the subcommittee follow: 


Dr. Waterman. The Federal Council on Science and 
Technology is also directed to consider and recommend 
measures for the effective implementation of Federal policies 
concerning the administration and conduct of Federal pro- 
grams in science and technology. 

I believe that this Council will be an effective mechanism 
for achieving the desired objectives particularly because of 
the fact that the Chairman of the Council, Dr. Killian, is 
also Special Assistant to the President and brings directly 
to the President those matters which need to be considered 
by the President personally. 

Senator Humpnrey. What does this wonderful Council 
ever say to Congress? 

Dr. WarerMAN. Well, as I take it, Mr. Chairman, the 
Council would make recommendations to the President as 
to the allocation of responsibilities among the departments 
and agencies in matters of coordination, and thereafter, 
each agency would deal with the Congress with respect to the 
program so allocated. 

It would have the strength of agreement among the 
agencies and the President’s decision so that each agency 
would then carry out its part and the Congress would 
understand that full coordination had been achieved. 

Senator Humpurey. Let me tell you what my view of it is. 
I understand the reports of those councils are executive 

rivilege reports. Members of Congress never see them. 
Ve see the reports as they are filtered, strained, restrained, 
and constrained. 

In other words, we see them after they have been given the 
working over by the Bureau of the Budget and everybody 
else. We finally get that housebroken, tamed report so that 
we never really get the real gory details. 

We are treated as if somehow or another, we have an emo- 
tional instability and couldn’t take this shock treatment. 

Senator Grugpnina. Mr. Chairman, isn’t that part of the 
“trickle down” policy? 

Senator Humpurey. It sure is. This is the same thing 
we get in ICA. Some of us are going to another committee 
meeting to mark up the mutual security bill. We are going 
to do that in the darkness. We sort of have to do any of these 
things in the darkness. 

There are legislative teams sent out all over the world to. 
study what our foreign-aid program does. Of course, the 


59003°—59 SS. Rept., 86-1, vol. 3-60 
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Congress is supposed to legislate upon the programs, but we 
never find out what their evaluation is. We have some 
sleuths on it. It might appear in Drew Pearson’s column 
or somewhere else and that is the only way we get some 
notice of it. 

I use this opportunity to say that I protest this kind of 
treatment and withholding of privileged material. It just 
makes it impossible for a committee of Congress to ever get 
full information upon which to take constructive action. 
That is why I feel that many of us who are keenly interested 
in the subject matter now under discussion have little or no 
information. 

I have great respect for you, Dr. Waterman, and you know 
my remarks are not directed ‘toward you. You are a great 
scientist and have devoted your talents for the benefit of your 
country, but it is mighty difficult to know what we are 
supposed to do if all we can get is this sort of skim milk. We 
never get the whole product. 

I have a letter here from Dr. Killian dated March 31, 
which says, in part: 

“T appreciate very much being invited to testify at the 
hearings to be held by the Senate Committee on Government 
Operations on S. 676, a bill to create a Department of Science 
and Technology. 

“Under normal circumstances, I would welcome the 
opportunity to testify. Under present circumstances, I 
believe it to be inappropriate for me to do so because of my 
advisory functions here in the White House.” 

Now, that was all we could get; the report that set up the 
Council which was included in this committee’s report 
entitled “Science Program—86th Congress” (S. Rept. No. 
120). But the basic reports of the Council, those that would 
be really interesting and would be somewhat enlightening 
were not made available. I had the same sort of experience 
with Mr. Foster, a very distinguished public servant who 
had been doing some work in the field of arms and arms con- 
trol and disarmament. 

We found out that, although Mr. Foster had some very 
strong views in this matter and was recognized as a very fine 
distinguished public servant, a man I truly admire, he had 
to say very frankly: 

“T am sorry, Senator, even though you are chairman of 
the committee, you have to stay ignorant. You are re- 
sponsible for the committee and are going to legislate some 
policy, but we can’t tell you what we know.” 

Now, it gets to be very difficult. In fact, I don’t like it. 

I am going to say here that if we can’t be trusted with this 
aaa we ought not to be elected to public office and I 
don’t think some of the people that are appointed are any 
more trustworthy than some of us who have been elected. 

* * * T can understand from the Executive point of view 
how they would like to keep that all to themselves, but I 
have a feeling that only when these councils in the Executive 
Office of the President share frankly with legislative repre- 
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sentatives openly, candidly, and cooperatively, that there 
will be real cooperation and coordination of the Federal 
science activities. 

I have the feeling when there isn’t that kind of esprit de 
corps or that kind of feeling between the two branches, 
executive and legislative, and a legislative subcommittee 
has to dig around and do its own investigation and sleuthing; 
that is when the trouble starts. That is when the half- 
truths come out. That is when you get the misrepresenta- 
tion that takes place. That is when the arguments start. 

There is a big one going on in the Interstate and Foreign 
Commerce Committee over just this kind of allegation. I 
have not been involved in it, but this is what it is all about, 
the lack of candor, charges, countercharges, and so forth. 
That is what I would like to get away from. 

It seems to me somewhere, somehow, there ought to be 
the openness, the frankness of contact and of communication 
that the present situation requires, because the scientific 
program of this Government is no better than the knowledge 
of Congress about it because we can either make it or break 
it either through our lack of knowledge or of enlightenment 
on the problems involved. 

I am one of the ones interested in this and there is a dearth 
of real knowledge and information on it. 


Mr. William F. Finan, as the spokesman for the executive branch 
of the Government, summed up his opposition to S. 1851, as follows: 


The Bureau of the Budget recommends that the Congress 
not enact the bill. The reasons for that recommendation are 
as follows: 

(1) As has already been brought out in connection with 
S. 676, it is very questionable whether a Department of 
Science and Technology can be soundly established on any 
basis. Our view is that any new department should be 
established around an appropriate major purpose. Science 
and technology cannot be said to constitute a major purpose 
of Government. 

(2) Since we think it most unlikely that the study called for 
in S. 1851 would provide the President and the Congress 
with an acceptable basis for supporting the establishment of 
a Department of Science and Technology, it seems to the 
Bureau of the Budget that the substantial amount of effort 
consequent upon such enactment cannot be justified. 

(3) The suitability of the Commission approach, and the 
suitability of the type of commission proposed, are subject 
to question. It has been suggested in earlier testimony on 
S. 676 that a commission “similar to a Hoover Commission 
type’ might consider problems of the nature envisioned in 
S. 1851. The comparison with the Hoover Commission does 
not seem to be valid in two respects: (a) The Hoover Com- 
missions had a range, in terms of agencies and functions to be 
studied, coextensive with the executive branch of the Govern- 
ment and the nature of the authorized inquiries was very 
broad; in contradistinction, S. 1851 is very limited; (5) the 
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composition of the Hoover Commissions was geared to the 
consideration of Government organization and functions 
generally, whereas the composition of the Commission pro- 
vided for in S. 1851 would be mainly one of specialists in the 
fields of science and technology. 

(4) We are concerned that the preponderance of scientists 
in the composition of the proposed Commission on a Depart- 
ment of Science and Technology would add to the difficulties 
inherent in the problem. There is a tendency for each pro- 
fession, and indeed for each of various other groups made up 
of members having some common interest, to urge the estab- 
lishment of an executive department or independent agency 
for each profession and for each such group. The accom- 
modation of all such wishes is impossible and, as a general 
rule, the form of organization which would result from 
accommodation in any one case is likely to be unsound, 
The Commission provided for in S. 1851, if established, might 
well recommend the establishment of a Department of 
Science and Technology and in so doing might well represent 
the sentiments of some important scientists; but, frankly, I 
suggest for your consideration the question whether the 
scientific members of the Commission would necessarily be 
best able to judge the optimum form of Government organi- 
zation in this field. This is not because they are scientists; 
the members of this committee will recall experienes you 
have shared with the Bureau of the Budget in receiving other 
proposals for organization on the basis of a skill or profession 
which were developed by persons possessing that particular 
skill or who were members of that profession. 

Moreover, the form of organization of the executive branch 
as a whole, or of major parts of it, cannot well be founded on 
a series of isolated decisions or be validly determined on the 
basis of considering only a limited aspect of it, such as science 
and technology. A complete evaluation of any proposed 
executive department requires, in addition to the evaluation 
of the projected department, an evaluation of the conse- 
quences of the establishment of such a department with 
respect to the organization of the remainder of the executive 
branch of the Government. If this point be conceded, it 
further evidences the undesirability of seeking the solution of 
a large problem of Federal organization by having a study 
made by a group of specialists in the affected field or fields. 


Mr. Finan quoted from the Hoover Commission reports in his direct 
testimony in support of his position. It should also be noted that 
the Hoover Commission, in its first finding, submitted to the Congress 
in February 1949, and upon which the reports of the Commission 
were based, stated that— 


the executive branch is not organized into a workable number 
of major departments and agencies which the President can 
effectively direct, but is cut up into a large number of agencies 
which divide responsibility and which are too great in number 
for effective direction from the top. 
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Dr. Leonard Carmichael, Secretary of the Smithsonian Institution, 
in supporting S. 1851, stated: 


It would seem most desirable to create some kind of agency 
to study and recommend the need for establishing within the 
executive branch of the Government a Department of Science 
and Technology for the purpose of better centralizing and 
coordinating the science programs and operations within 
the Federal Government, including a determination of the 
functions now exercised by other agencies which should be 
transferred to the proposed new department, and any new 
functions which might be added. 

The Institution believes that such a Commission as is 
planned by the above-mentioned bill would be able to 
render valuable assistance to the Committee in helping it 
to determine the course of the proposed legislation. It could 
ascertain the economy and effectiveness of the present 
Federal machinery already established to coordinate the 
basic science programs and operations of the several agencies 
of the Federal Government so engaged. It cour learn 
whether it would be desirable to transfer basic scientific 
research programs and operations from certain existing 
agencies to the proposed new department. It could advise 
whether new and additional research functions should be 
assigned to a new department, if such a department is 
recommended. 

If a Commission on a Department of Science and Tech- 
nology is established, may I respectfully suggest that the 
National Academy of Sciences be consulted and asked to 
nominate members for the Commission. 


CONCLUSION 


The above-cited testimony, submitted to the committee on behalf 
of the executive branch of the Government by Dr. Alan T. Waterman, 
Director, National Science Foundation, and Mr. William F. Finan, 
Assistant Director of the Bureau of the Budget, has been carefully 
analyzed by the committee. The inevitable conclusion was reached 
that it is the desire of the present administration to continue to center 
within the Executive Office of the President all control over civilian 
science operations. 

Unless legislative action is taken by the Congress to establish some 
medium through which reliable information and supporting technical 
data is made available to Congress by officials who are responsive to 
its needs, the committees of the Congress will continue to be denied 
access to facts and reliable information necessary to the legislative 
process in establishing policies in the fields of science and technology. 
Under the present policy, Congress is denied access to such informa- 
tion through the appointment of officials in the Executive Office of 
the President and advisory groups composed of the leading scientists 
and engineers throughout the country. ‘These appointees are respon- 
sible only to the President and the field is preempted insofar as the 
Congress is concerned in its efforts to obtain reliable and factual 
information which is essential to the legislative branch if it is to 
perform its normal constitutional functions. 
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It is the conclusion of this committee, therefore, regardless of the 
recommendations of administration spokesmen, that there is a real 
need for a bipartisan commission to study the problems relating to the 
proposed establishment of a Department of Science and Technology 
in order that the Congress may have access to officials who are respon- 
sive to its requirements, and provided with the necessary information 
to effect an equitable solution to the present problems relating to 
Federal science programs as may be determined by the President and 
the Congress. 

As an essential first step in achieving these objectives, the committee 
recommends the enactment of S. 1851, so that the Congress and the 
President may have the benefit of the recommendations of qualified 
experts in the fields of science, engineering, and technology, upon 
which appropriate legislative action, directed toward the improvement 
of Federal science programs and operations, may be taken. 


O 
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867TH CONGRESS t SENATE | Report 
1st Session No. 409 


DECLARING PORTIONS OF BAYOUS TERREBONNE AND 
LeCARPE, LA., TO BE NONNAVIGABLE STREAMS 


JUNE 22, 1959.—Ordered to be printed 


Mr. CuAvez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. 551) 


The Committee on Public Works, to whom was referred the bill 
(S. 551) to declare portions of Bayous Terrebonne and LeCarpe, La., 
to be nonnavigable streams, having considered the same, report favor- 
ably thereon without amendment and recommend that the bill do 
pass. 

PURPOSE OF THE BILL 


The purpose of S. 551 is to deauthorize that portion of the Bayou 
Terrebonne navigation project which lies west of Barrow Street in 
the city of Houma, La., and to declare that portion of Bayou Terre- 
bonne and Bayou LeCarpe west of the Intracoastal Waterway in 
Houma are not navigable waters of the United States. 


GENERAL STATEMENT 


The River and Harbor Acts of 1910 and 1913 authorized a project 
on Bayou Terrebonne, La., providing for a channel of 6-foot depth 
and of suitable widths from Bush Canal to St. Louis Cypress Co. 
Bridge at Houma, a distance of 24.1 miles. The project was completed 
in 1916 at a cost of $120,089. Maintenance costs have totaled $231,- 
694. No maintenance has been performed since 1949. Commerce on 
Bayou Terrebonne amounted to 1,345,453 tons in 1957. 

The waterway from the Intracoastal Waterway in Houma to Bayou 
Dulac, through Bayous LeCarpe, Grand Caillou, and Pelton, a dis- 
tance of 16 miles, was authorized by the River and Harbor Act of 
1935. It one for a channel 5 feet deep and 40 feet wide, and was 
completed in 1938 at a cost of $51,279. Maintenance costs have 
amounted to $1,543. No maintenance has been performed since 1950. 
Commerce on this waterway amounted to 319,368 tons in 1957. 
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It is understood that the city of Houma proposes to construct a 
permanent bridge across Bayou Terrebonne which will result jp 
closing the portion west of Barrow Street to navigation. There are 
three business firms which front on that section of the bayou. Two of 
them have discontinued their navigation operations. The Houma 
Ice Co. now loads one boat weekly with ice, meat, and provisions for 
oil company operations in the lakes and bays south of Houma and one 
ice boat weekly during the summer months. The company also owns 
two shrimp boats which use their facilities. There are numerous small 
boats which moor along the bayou banks above Barrow Street, a 
distance of five or six city blocks. 

Bayou LeCarpe west of the Intracoastal Waterway is in effect a 
large ditch on which there is practically no navigation. The dis- 
tance involved is about 1 mule. 

Bayou Terrebonne bisects the city of Houma. The boats that go 
up the bayou have tall masts, which requires opening the several 
bridges across the bayou and keeping bridge tenders on duty at all 
times, and ties up the traffic over the city during boat passages through 
the bridges. The city officials, parish officials, chamber of commerce 
and others, desire to close this section of the bayou to navigation to 
eliminate the need for navigation spans in the bridges. 

The bill would not involve the expenditure of Federal funds, 
Local interests would be required to acquire riparian rights and such 
interests in lands as may be necessary in order to eliminate the navi- 
gation requirements on this section of Bayou Terrebonne. Naviga- 
tion on Bayous Terrebonne and LeCarpe from the Gulf Intracoastal 
Waterway south and east of Houma would not be affected. 


DISCUSSION 


The committee was advised that the proposed legislation has the 
full support of the City Council of Houma, the policy jury of Terre- 
bonne Parish, and the Houma-Terrebonne Chamber of Commerce, 
and other local residents. Waterborne commerce on the section of 
Bayou Terrebonne involved is not extensive and is confined largely 
to the summer months. A large amount of such traffic is carried on 
the Gulf Intracoastal Waterway through Houma, which connects 
with numerous bayous and feeder canals in the area. 

The streets of Houma generally parallel Bayou Terrebonne, but the 
surface traffic is seriously impeded when the navigation spans of the 
bridges across the bayou are opened. There is no problem with re- 
spect to Bayou LeCarpe since there is no navigation on that section 
of the bayou. 

The committee understands that local interests propose to acquire 
the necessary riparian rights to the section of Bayou Terrebonne west 
of Barrow Street. 

The committee favors abandonment of these sections of Bayous 
Terrebonne and LeCarpe, and declaring said sections of the bayous 
as nonnavigable waters of the United States to permit construction 
of bridges as proposed by local interests and to discontinue the opera- 
tion of the navigable spans of the existing bridges, without compliance 
with the Federal laws for the protection and preservation of navigable 
waters of the United States. This procedure is believed to be in the 
public interest, and would not affect the use of the section of Bayou 
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Terrebonne by small boats which do not require the opening of the 
navigable spans in existing bridges. 

The committee therefore recommends enactment of this legislation. 

Favorable reports of the Bureau of the Budget and the Department 
of the Army on S. 551 are as follows: 

May 11, 1958, 

Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate. 


Dear Mr. CHArRMAN: Reference is made to your request for the 
views of the Department of the Army with respect to S. 551, 86th 
Congress, a bill to declare portions of Bayous Terrebonne and LeCarpe, 
La., to be nonnavigable streams. 

This bill would deauthorize that portion of the Bayou Terrebonne 
navigation project which lies west of Barrow Street in the city of 
Houma, La. The bill would also declare that Bayou Terrebonne west 
of Barrow Street and Bayou LeCarpe west of the Intracoastal Water- 
way in Houma are not navigable waters of the United States. 

With respect to Bayou Terrebonne, the River and Harbor Act of 
June 25, 1910 (36 Stat. 630, 647), authorizes a project providing for a 
channel 6 feet in depth and of a suitable navigable width. There are 
three business firms which front on that part of the bayou proposed 
to be declared nonnavigable. It is understood that the owners of the 
Dupont Wholesale Grocery and the Terrebonne Ice Co. have no ob- 
jection to the bayou being closed above Barrow Street since their 
navigation operations have been discontinued. It is understood that 
the Houma Ice Co. would oppose the proposed action. Waterborne 
commerce on Bayou Terrebonne to the Houma Ice Co. consists of the 
following: One supply boat is loaded each week with ice, meat, and 
provisions for the Texas Co. operations in the lakes and bays south 
of Houma; during the summer months, one ice boat is loaded weekly 
at the company wharf; the company owns two shrimp boats which 
usé its facilities. In addition, there are numerous small boats moored 
along the bayou banks above Barrow Street. 

It is understood that the city of Houma proposes to construct per- 
manent-type bridges across Bayou Terrebonne which will result in the 
closing of the stream to navigation. 

With such acquisition of riparian rights and interests in land as 
may be necessary and the elimination of navigational requirements on 
Bayou Terrebonne west of Barrow Street, the Department of the Army 
would have no objection to enactment of S. 551. There is no objec- 
tion insofar as Bayou LeCarpe is concerned. 

. This bill does not involve the expenditure of funds by the United 
tates. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wixser M. Brucker, 
Secretary of the Army. 
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Executive OrFicE OF THE PRESIDENT, 
BUREAU OF THE BupGst, 
Washington, D.C., May &, 1959, 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuatrman: This is in reply to your letter of Janu. 
ary 22, 1959, requesting the views of the Bureau of the Budget on 
S. 551, a bill to declare portions of Bayous Terrebonne and LeCarpe, 
La., to be nonnavigable streams. 

The bill would deauthorize that portion of the 6-foot Bayou Terre- 
bonne navigation project which lies west of Barrow Street in the city 
of Houma, La. The bill would also declare that Bayou Terrebonne 
west of Barrow Street and Bayou LeCarpe west of the Intracoastal 
Waterway in Houma are not navigable waters of the United States, 

In a report which will soon be submitted to your committee, the 
Secretary of the Army points out that three business firms front on 
that part of Bayou Terrebonne proposed to be declared nonnavigable, 
Two of these will have no objection to the bayou being closed above 
Barrow Street since their navigation operations have been dis- 
continued. The other concern, the Secretary states, would oppose 
the proposed action. There is no objection insofar as Bayou LeCarpe 
is concerned. 

The Secretary of the Army advises that, with such acquisition of 
riparian rights and interests in land as may be necessary and the 
elimination of navigational requirements on Bayou Terrebonne west 
of Barrow Street, the Department of the Army would have no objec- 
tion to enactment of S. 551 


The Bureau of the Budget concurs in the views of the Secretary of 
the Army and would have no objection to enactment of S. 551. 
Sincerely yours, 


Puruuie S. Huaaes, 
Assistant Director for Legislative Reference: 


O 
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86TH CONGRESS t SENATE | Report 
1st Session No. 410 


INCREASED AUTHORIZATION FOR LOCK AND DAM NO. 3, 
BIG SANDY RIVER, KY., AND W. VA. 


JUNE 22, 1959.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8S. 1356] 


The Committee on Public Works, to whom was referred the bill 
(S. 1356) to amend the act authorizing the disposal! of certain obsolete 
Federal locks and dams in order to increase a certain authorization 
in such act relating to dam No. 3 on the Big Sandy River, Ky., having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of S. 1356 is to amend section 2 of Public Law 996, 
84th Congress (70 Stat. 1062) to increase the authorization for expendi- 
ture of Federal funds from $50,000 to $100,000 for modification of the 
lock and restoration of the dam at lock and dam No. 3, on the Big 
Sandy River, Ky. 

GENERAL STATEMENT 


Public Law 996 authorized the abandonment of 28 obsolescent locks 
and low-head navigation dams on eight streams which are no longer 
being maintained and operated by the United States, and to dispose 
of the federally owned property at those sites by conveyance to States, 
political subdivisions thereof, or others, and authorized the expendi- 
ture of such funds as might be necessary to prepare the structures for 
abandonment. 

The canalized waterway on Big Sandy River consisted of five 
locks and dams, with an aggregate area of 88 acres owned by the 
Federal Government, and used in connection therewith. Section 2 
of the act provided that in lieu of preparing the lock and dam No. 3, 
on the Big Sandy River for abandonment, funds be expended for 
modification of the lock and restoration of the dam, either as a movable 
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or fixed-type dam, not to exceed $50,000, contingent upon local 
interests furnishing such additional funds as may be necessary and 
agreeing to accept the property and take over operation and mainte- 
nance of the structure. 

Lock and dam No. 3 is located on the Big Sandy River at mile 26.2 
at Louisa, Ky. It is a movable wicket-type dam about 18 feet high 
with a lock 52 feet by 158 feet. It was completed in 1897. The 
wickets have been down and the dam has been unattended since 
January 5, 1947. The U.S. property consists of 15.45 acres. When 
its operation and maintenance was discontinued, the pool formed b 
this movable dam was no longer maintained. As a result, the water 
supply for the city of Louisa, county seat of Lawrence County, Ky., 
and surrounding area, is extremely restricted, particularly during 
the summer months. This lack of an adequate water supply has 
sharply curtailed existing industrial activities, and hampered the com- 
mercial growth and expansion of this community, which is in an 
economically distressed area. 

The citizens of Fort Gay, W. Va., and Louisa, Ky., are desirous of 
restoring the dam to create a reservoir to serve for water supply and 
recreational purposes. The estimated cost of restoration of this dam 
at the time Public Law 996 was enacted was $50,000. The cost of 
such modification and restoration is presently estimated at $90, 000, 
the actual cost being dependent on the contract bid price. A pending 
agreement between the United States and the cities of Fort Gay, 
W. Va., and Louisa, Ky., and the counties of Wayne, W. Va., and 
Lawrence, Ky., provides for acceptance of the restored structure and 
maintenance thereof by the cities and counties for water supply and 
recreation. 

DISCUSSION 


This legislation is similar to Public Law 294, 85th Congress (71 
Stat. 616), which authorized the expenditure of not to exceed $112,500 
for similar work on lock and dam No. 3 on the Little Kanawha River 
in West Virginia, and subject to similar conditions of local partici- 
pation. The cost of restoring these structures for water supply and 
recreation exceeds the statutory limit by $4,355, which has been 
contributed by the State of West Virginia. 

The committee realizes that commercial navigation on the Big 
Sandy River has ceased, and that the benefits which would result from 
reconstruction of lock and dam No. 3 would be principally from water 
supply and recreational use of the pool. Such benefits would be wide- 
spread and accrue to a large area. The estimated costs to restore the 
dam are not considered excessive, due to the increase in construction 
costs since the original estimate was prepared. The committee agrees 
to the limitation of $100,000 for such restoration, with the protection 
afforded by the existing law which provides that local interests will 
provide any additional funds necessary and to agree to accept the 
property and assume operation and maintenance of said structure 
after reconstruction. 

The committee notes that the Department of the Army, which has 
jurisdiction over this property, has no objection to enactment of this 
Coulee The Bureau of the Budget, however, does not recommend 
its enactment on the basis that the benefits from the restoration, 
municipal water supply and recreation, appear to be local in character, 





LOCK AND DAM NO. 3, BIG SANDY RIVER, KY., AND W. VA. 3 


and that the costs in excess of the $50,000 authorized by existing law 
should be the responsibility of local interests. 

The committee believes that as long as these abandoned properties 
remain in Federal ownership, the Federal Government has a certain 
degree of responsibility in connection therewith. Location of certain 
improvements in this area are premised on an adequate water supply 
from the pool formed by this dam. Precedent has been established 
by previous legislation relative to similar cases, and for reimbursement 
for damages caused to a State fish hatchery when a similar abandoned 
dam failed. 

It is the opinion of the committee that the proposed increased 
authorization is warranted, that the legislation would be in the public 
interest, and accordingly its enactment is recommended. 

The reports of the Bureau of the Budget and the Department of the 
Army on S. 1356 are as follows: 


DEPARTMENT OF THE ARMY, 
Washington, D.C., June 12, 1959. 
Hon. Dennis CHAVEz, 
Chairman, Committee on Public Works, 
U.S. Senate. 


Dear Mr. CuarrMan: Reference is made to your request for the 
views of the Department of the Army with respect to S. 1356, 86th 
Congress, a bill to amend the act authorizing the disposal of certain 
obsolete Federal locks and dams in order to increase a certain author- 
ization in such act relating to dam No. 3 on the Big Sandy River, Ky. 

Section 2 of the act of Congress approved August 6, 1956 (70 Stat. 
1062), authorizes the expenditure of not in excess of $50,000 for restora- 
tion and modification of the Big Sandy River lock and dam No. 3, 
either as a movable or fixed type dam, in lieu of preparing the structure 
for abandonment, contingent on local interests furnishing such addi- 
tional funds as may be necessary and agreeing to accept the property 
and take over maintenance of the structure. This bill would amend 
the act of 1956 by increasing the amount authorized to be spent from 
$50,000 to $100,000. 

The cost of restoration as a fixed type dam and modification of the 
lock is presently estimated at $90,000, the actual cost being dependent 
on the contract bid price. A pending agreement between the United 
States and the cities of Fort Gay, W. Va., and Louisa, Ky., and the 
counties of Wayne, W. Va., and Lawrence, Ky., provides for accept- 
ance of the restored structure and maintenance thereof by the cities 
and counties for water supply and recreation. 

In this connection, the act of Congress approved September 4, 1957 
(71 Stat. 616), authorized a sum not to exceed $112,500 for restoring 
the Little Kanawha River lock and dam No. 3, West Virginia, subject 
to similar conditions of local participation. The cost of restoring 
these structures for water supply and recreation exceeds the statutory 
limit by $4,355, which has been contributed by the State of West 
Virginia. 

Since the Congress has authorized a comparable dam restoration 
essentially at Federal expense, the Department of the Army interposes 
no objection to enactment of S. 1356, which would result in additional 
Federal expenditure of not to exceed $50,000. 
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The Bureau of the Budget advised that there was no objection to 
an identical report on companion bills, H.R. 5502 and H.R. 5515, 
However, the Bureau invites attention to its letter to the committee 
dated June 12, 1959, wherein the Bureau of the Budget states that 
it is unable to recommend enactment of this bill. 

Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army. 


Executive OFrFricE OF THE PRESIDENT, 
BuREAU OF THE BupDGET, 
Washington, D.C., June 12, 1959. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuarrman: This is in reply to your letter of March 
11, 1959, requesting the views of the Bureau of the Budget on S. 1356, 
a bill to amend the act authorizing the disposal of certain obsolete 
Federal locks and dams in order to increase a certain authorization 
in such act relating to dam No. 3 on the Big Sandy River, Ky. 

Public Law 996 of the 84th Congress authorized the disposal of 
federally owned property at a number of obsolescent canalized water- 
ways and the expenditure of such funds as might be necessary to 
prepare the structures for abandonment. 

Section 2 of that act provided that in lieu of preparing dam No. 3 
on the Big Sandy River for abandoning, funds, not to exceed $50,000, 
were authorized to be spent for modifying the lock and restoring the 
dam, either as a fixed or movable type dam. This action was made 
contingent on local interests furnishing such additional funds as might 
be necessary and agreeing to accept the property and take over 
maintenance and operation. S. 1356 would amend Public Law 996 
by increasing the amount authorized for expenditure from $50,000 
to $100,000. 

In a report being submitted to your committee on S. 1356, the 
Secretary of the Army advises that the cost of restoration as a fixed 
type dam and modification of the lock is presently estimated at 
$90,000, the actual cost being dependent on the contract bid price, 
We are advised that the cost of preparing the structures for abandon- 
ment would be $34,000. 

The benefits from the restoration—municipal water supply and 
recreation—appear to be local in character. 

Since the 1956 act clearly fixed the responsibility on local interests 
for costs in excess of $50,000, since the benefits are local in nature, 
and since the amount of $50,000 is well in excess of the $34,000 
required to prepare the structures for abandonment, the Bureau of 
the Budget is unable to recommend the enactment of S. 1356. 

Sincerely yours, 
Puiturp S. Huaeuss, 
Assistant Director for Legislative Reference. 
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CHANGE IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
reported are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Section 2 oF Pusuic Law 996, 84TH Conaress, as AMENDED BY 
Pusuic Law 85-294 


Szc. 2. There is hereby authorized to be expended from appropria- 
tions heretofore or hereafter made for civil functions administered 
by the Department of the Army, such funds as may be necessary to 
restore drainage and otherwise prepare the project structures for 
abandonment with a minimum of adverse effect on adjacent areas: 
Provided, That in lieu of preparing dam numbered 3 on the Big 
Sandy River for abandoning such funds may be expended for modi- 
fication of the lock and restoration for said dam either as a movable 
or fixed type dam but not to exceed [$50,000] $100,000 contingent 
upon local interests furnishing such additional funds as may be 
necessary and agreeing to accept the property and take over operation 
and maintenance of the said structure: Ath provided farther, That in 
lieu of preparing dam numbered 3 on the Little Kanawha River, 
West Virginia, for abandoning, such funds may be expended for 
modification of the lock and restoration for said dam either as a 
movable or fixed type dam, but not to exceed $112,500, contingent 
upon local interests furnishing such additional funds as may be 


necessary and agreeing to accept the property and take over operation 
and maintenance of said structure. 
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BOUNTIES ON DOGFISH SHARKS 


Jung 22, 1959.—Ordered to be printed 


Mr. Maenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 1264} 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 2719) to amend the act providing for a program to 
eradicate the dogfish shark on the Pacific coast in order to expand 
such program having considered the same, report favorably thereon 
with amendments and recommend that the bill as amended do pass. 

Public hearings were held by your committee on the amended bill 
and everyone desiring to testify was given an opportunity to be heard 


PURPOSE OF THE BILL 


The purpose of the amended bill is to establish a program to control 
the predatory dogfish shark. 

This measure would authorize the Secretary of the Interior to make 
incentive payments to domestic fishermen of not in excess of $15 per 
ton for dogfish shark carcasses or not in excess of 15 cents per pound 
for dogfish shark livers. It would also provide for the continuation of 
research on uses and markets for dogfish sharks in furtherance of the 
program for the elimination and eradication of the dogfish shark 
population. It would amend Public Law 85-887 which authorizes 
and directs the Secretary of the Interior to investigate the dogfish 
menace and to develop a program to control this pest. 


THE DOGFISH SHARK 


The dogfish shark gives birth to its young and the number of pups 
range between 2 and 20 with an average of about 8. Growth is slow 
and longevity of the species may exceed 30 years. They attain a size 
of 2 feet in about 8 years. A 3-foot dogfish shark could be 15 or more 
years of age as they mature between 10 and 5 years of age. 
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PREDATOR CONTROL 


This measure is an attempt to reestablish the balance nature in- 
tended between food and sports fish and a major predator. In recent 
years dogfish sharks have increased at an alarming rate, out of all 
proportion in their relation to food and game fish, whose numbers 
have been decreased by the inroads of industrial development. 

Unless a natural balance is restored, depletion of our food fish will 
ultimately result. The diet of the dogfish shark consists principally 
of such fish as young salmon, sole, smelt, herring, octopus, shrimp, 
cod, and crabs. More and more of the fish released from hatcheries 
are consumed on their way to sea. Puget Sound is an abundance 
center of the dogfish shark and seems to have the heaviest concentra- 
tion, although they are found from the shores of Oregon to Alaska, 
This is the area of our great salmon migration for the entire Pacific, 
the home of the dungeness crab and our North Pacific bottom fish 
industry. 

Assistant Secretary of the Interior Ross Leffler advised your com- 
mittee when a similar proposal was before us in 1958: 


With respect to dogfish sharks, it is my understanding 
that they are a problem of considerable proportion to the 
fishermen in the State of Washington, particularly in Puget 
Sound. You are quite right in assuming that they can best 
be taken by fishermen. Tn fact, | doubt there is any other 
way in which they could be taken successfully. 


The experience of past operations in this fishery, the knowledge 
and ability of the industry, indicates success under a measure of this 
type. The degree of Federal, industry, and State support can be 
better measured after 1 year’s operation in an acl program as 
would be provided under the provisions of S. 1264. The Fish and 
Wildlife Service will, during the first year, have an opportunity to 
reach an understanding as to the best method of reducing this predator 
through: 

1. Incentive payments to fishermen. 

2. The effectiveness of chartering vessels devoted exclusively 
to dogfish shark eradication. 

3. Cooperation with Canada and the States. 

4. Finding markets for dogfish shark and products derived 
therefrom. 

5. Biological studies designed to evaluate selective control 
measures, the effect and development of selective poisons. 


GEAR DAMAGE 


Mr. A. W. Anderson, Assistant Director, Bureau of Commercial 
Fisheries, Department of the Interior, in a report to your committee 
May 20, 1958 said: 


Washington gill net fishery loses about $600,000 per year 
because of this pest destroying gear and causing boat time 
loss: Purse seiners lose $68,000; commercial salmon trollers 
lose $500,000; halibut long-line fishermen are out $450,000 on 
account of dogfish sharks; trawl fishery estimates their loss at 
$250,000 a year. This report sums up an estimated loss of 
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$2,200,000, which shows the dogfish shark to be an expensive 
predator. 


About 200,000 sportsmen fish for salmon each year and they take 
about 700,000 fishing trips per year. Conservative estimates are 
that this nuisance is hooked on half of the 700,000 trips and the fisher- 
men lose an average of $1 worth of gear to each dogfish shark—so 
the sportsmen are paying a $350,000 tribute to this predator. 

With the Pacific coast plagued with destructive predator dogfish 
shark, increasing at an alarming rate, consuming hundreds of tons 
of food fish daily, the industry requests help to alleviate this un- 
balanced situation. 


PROPONENTS AND OPPONENTS 


The measure is enthusiastically supported by the fishery of the 
Northwest—the fishermen, the industry, sportsmen groups, and the 
Fisheries Department of the State of Washington. They believe that 
our fishermen can do this job and do it better than can the Bureau of 
Commercial Fisheries. 

The Bureau of Commercial Fisheries, Department of the Interior, 
takes the position that a better way of meeting the menace would be 
for them to charter vessels and do their own fishing. 


APPROPRIATION 


Two hundred and fifty thousand dollars of the appropriation that 
would be authorized by the bill would be used for incentive payments 
to domestic fishermen for whole dogfish shark carcasses at not in 
excess of $15 per ton, or for dogfish shark livers at not to exceed 15 
cents per pound. 

Seventy-five thousand dollars of the appropriation would be used 
for investigations of the abundance and distribution of dogfish 
sharks, experiments to develop control measures, and a vigorous 
program for the elimination and eradication or development of eco- 
nomic uses of dogfish shark populations. 


AGENCY COMMENT 


Reports from the Departments of State and Interior follow: 


U.S. DepartTMent oF THE INTERIOR, 
OFFICE OF THE SECRETARY, 


Washington, D.C., March 30, 1959. 
Hon. Warren G. Maanvuson, 


Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Dear Senator Macnuson: Your committee has requested a re- 
port on S. 1264, a bill to amend the act providing for a program to 
eradicate the dogfish shark on the Pacific coast in order to expand such 
— S. 1264 would amend the so-called Dogfish Shark Act. of 

eptember 2, 1958 (72 Stat. 1710), by lengthening the control program 
from'4 to 5 years, by authorizing cooperation with the Government of 
Canada, and by authorizing the Secretary of the Interior to make 
Incentive payments to domestic fishermen. These incentive payments 
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would be at rates not exceeding $15 per ton for whole dogfish shark 
carcasses, and 15 cents per pound in the case of livers. These pay- 
ments would be in addition to any amounts that the fishermen might 
be able to obtain through the sale of whole dogfish shark carcasses or 
oes shark livers. 

e recommend that S. 1264 be not enacted; however, we would be 
agreeable to an amendment of the 1958 act that would authorize the 
appropriation of sufficient funds to carry out an adequate research 
program. This would be desirable, for reasons hereafter stated, to 
provide a satisfactory basis for future control of the dogfish shark. 

This proposed legislation raises a question of fundamental policy, 
i.e., whether or not the Federal Government should enter the field of 
providing incentive payments or “‘bounties” for the control of marine 
predators in waters that are largely within the jurisdictional boundaries 
of the States. It seems to us that the propriety of such an extension 
of Federal responsibility may be seriously questioned. 

The funds required to carry out the incentive payments feature of 
this bill would be considerable. On the basis of the commercial cateh 
of dogfish during the years 1941-49, it is likely that an annual catch, 
or quota, of 40,000 tons of dogfish over a 5-year period probably would 
be required in order to reduce substantially the dogfish population. 
Incentive payments of $15 per ton for whole dogfish, and 15 cents per 
pound for livers, would cost annually approximately $600,000 for 
carcasses, or $1,440,000 for livers if the quota of dogfish were taken. 
However, there is good reason to believe that fishermen would not 
catch the minimum quota that we believe would be required as the 
incentive payments probably would be considered inadequate. A 
smaller catch would have little effect on dogfish abundance and would 
result in a wasted expenditure. 

However, any increase in the proposed incentive payments sched- 
uled, and the administration of such a program would increase the 
total cost correspondingly. 

There are other significant factors, in addition to the cost of this 
suggested control program, that warrant consideration. The follow- 
ing questions should be answered, through research and investigation, 
before any control program can give promise of success: 

(1) What level of fishing intensity is required to reduce sub- 
stantially the stocks of dogfish in the fishing grounds? Unless the 
fishing effort is great enough, all funds spent on control will be wasted. 

(2) What effect will the removal of dogfish sharks have on other 
fishes, both commercial and noncommercial? The dogfish shark may 
be beneficial for reasons presently unknown to the biologist. 

(3) Is control of dogfish feasible in a given area? It might be offset 
by repopulation of stocks migrating into the area from elsewhere. 

(4) Can commercial uses for dogfish be found to stimulate a 
fishery? Results of a technological research program might diminish 
or eliminate the need for control measures. 

(5) What is the present abundance of dogfish in the fishing grounds? 
This must be known in order to evaluate properly any control measures 
that may be applied. 

(6) Can control of dogfish stocks be best accomplished by an in- 
centive payment policy, in which case dogfish could be taken from 
all areas? Intensive fishing in specific problem areas by charter ves- 
sels might be more effective. 
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(7) When and where are dogfish most abundant? Incentive pay- 
ments may be ineffective without this knowledge. 

(8) Are other control measures feasible? The possibility exists 
that a dogfish repellant chemical _ be used on fishing gear to 
reduce the damage on gear caused by dogfish, or that. a selective 
poison might be developed to reduce dogfish abundance. 

Another apparent purpose of the incentive payments provided for 
in the bill is to subsidize the production of vitamin A from domestically 
produced dogfish livers. During World War II, and until 1949, such 
vitamin production was a thriving business on the Pacific coast, 
especially in the State of Washington. In that year the demand for 
liver-derived vitamin A declined sharply; primarily because of the 
development of methods for its synthetic production and to some 
extent because of the increased importation of shark liver oils from 
Japan. Extraction of oil from dogfish livers terminated in 1955 in 
the United States. 

While it is conceivable that an incentive payments program, to 
tide a normally sound industry over temporary economic difficulties, 
might appear to be reasonable in some instances, such a program offers 
little, if any promise in this case as the production of vitamin A 
from domestically produced dogfish livers is now an impractical and 
economically unsound industry so far as the major market, namely 
high potency vitamin A, is concerned. The synthetic product can 
be produced much more economically, and the long-term outlook 
is for continuance of the favorable production conditions for syn- 
thetic vitamin A. The smaller market for low-potency vitamin A 
is supplied predominantly by Japanese dogfish liver oils at prices 
that do not encourage domestic production. In addition, there are 
other unanswered questions such as the degree to which the payment 
of 15 cents per pound for livers would interest shore plants in proces- 
sing them; also, whether a sufficient quantity of livers would be 
available on a suitable delivery schedule to facilitate orderly shore 
operations. For the foregoing reasons, we find no reason to indicate 
that the proposed incentive payments would alter the present status 
of the industry. 

Answers to many of the questions that we have raised may be 
found within a reasonable period of time only through biological 
and technological research carried out at a more accelerated pace than 
is now possible with our present fund limitation of $95,000 annually, 
as prescribed by the 1958 Dogfish Shark Act. 

In the foregoing circumstances, if the Congress determines that 
the need to find effective means for controlling dogfish shark popu- 
lations is so pressing as to warrant a higher priority than has been 
possible in the past, we believe the existing appropriation limitation 
should be repealed. This would leave for determination, through 
customary budgetary processes, the amount to be appropriated 
annually to carry forward expeditiously a research program designed 
to provide the essential information needed to formulate an effective 
control and industrial utilization program. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 


Roger Ernzsst, Secretary of the Interior. 
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DEPARTMENT OF STATE, 
Washington, May 18, 1959. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 

Dear Senator Maenuson: Your letter of March 9, 1959, invited 
the comments of the Department of State on S. 1264, to amend the 
act providing for a program to eradicate the dogfish shark on the Pa- 
cific coast in order to expand such program. 

The bill would amend the act approved September 2, 1958 (72 stat; 
1710), by, among other things, extending the duration of the dogfish 
shark eradication program, and by authorizing the Secretary of the 
Interior to make incentive payments for dogfish shark carcasses and 
livers and to cooperate with the Government of Canada in carrying 
out the objectives of the act. 

The Department has an interest in the bill inasmuch as this Goy- 
ernment is a party to a number of international conventions having 
for their purpose the conservation of Pacific fisheries. In particular 
may be cited the Halibut Convention with Canada (1953) (5 U.S.T, 
5), the Sockeye Salmon Convention with Canada (1930) (50 Stat. 
1355), and the Pink Salmon Protocol thereto (1957) (Senate Exec. C, 
85th Con., Ist sess.), and the North Pacific Fisheries Convention with 
Canada and Japan (1952) (4 U.S.T. 380). 

The Department considers that the objective of the bill, that is, 
control of the depredations of dogfish sharks on the fisheries of the 
Pacific coast, is a desirable one. We also consider that providing 
for cooperation in this field with the Government of Canada is a 
useful measure, since the problem involved is to a considerable extent 
common to both countries and since it is understood that the Govern- 
ment of Canada has also undertaken a dogfish shark eradication 
program. Beyond this, however, the Department is not in a position 
to comment on the administrative measures proposed to be utilized 
insofar as they do not interfere with obligations this Government 
has undertaken under the several international conventions concerning 
North Pacific fisheries to which it is a party. The Department per- 
ceives no objection to the bill. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wittram B. Macomser, Jr., 
Assistant Secretary, 
(For the Acting Secretary of State). 
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CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
reported are shown as follows (existing law proposed to be omitted 
js enclosed in black brackets, new matter is printed in italic, and 
existing law in which no change is proposed is shown in roman): 


Pusutic Law 887, 85TH Concress, AppRovep SEPTEMBER 2, 1958 
(72 Srat. 1710) 


Sec. 1. The Secretary of the Interior is hereby authorized and 
directed to prosecute, for a period of not to exceed [four] jive years 
from the date of approval of this Act, investigations of the abundance 
and distribution of dogfish sharks, experiments to develop control 
measures, and a vigorous program for the elimination and eradication 
or development of economic uses of dogfish shark populations. As 
part of such program the Secretary is authorized to make incentive pay- 
ments to domestic fishermen with respect to whole dogfish shark carcasses 
and dogjish shark livers at rates not in excess of $15 per ton in the case 
of the carcasses or 15 cents per pound in the case of the livers. Such 

yments shall be in addition to any amounts which such fishermen may 
Satie to obtain by selling such carcasses and livers. For the purposes 
of this Act the term “domestic fishermen” means fishermen who operate 

om a principal base of operations in the United States. 

Sec. 2. In carrying out the foregoing purposes and objectives the 
Secretary of the Interior is authorized to cooperate with the official 
conservation agencies of the States bordering on the Pacific Coast, 
with the Government of Canada, with the commercial fishing industry, 
and with other governmental or private agencies, organizations, or 
individuals having jurisdiction over or an interest in the fisheries of 
the Pacific Coast. 

Sec. 3. There is authorized to be appropriated from time to time, 
out of any moneys in the Treasury not otherwise appropriated, such 
sums as may be necessary not to exceed [$95,000] $325,000 per 
annum to carry out the purposes and objectives of this Act. 


O 
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Mr. Fusricat, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany S. 1451] 


The Committee on Foreign Relations, to whom was referred the 
bill, S. 1451, to amend further the Mutual Security Act of 1954, as 
amended, and for other purposes, having considered the same, reports 
the bill favorably with an amendment in the nature of a substitute 
and recommends that the bill, as amended, do pass, 


1. Marn Purpose or THE Brut 


The main purpose of the bill is to effect a major transformation in 
the mutual security program. 

To this end, the Development Loan Fund is provided with long-term 
financing, and greater emphasis is placed on military assistance to the 
countries of NATO and on economic assistance to the countries of 
Asia, Africa, and Latin America. 

In all, the bill authorizes appropriations for the coming fiscal year 
of $3,164,820,000. This is in addition to authority provided the 
Development Loan Fund to borrow up to $1 billion a year from the 
Treasury for each of the next 5 years for its lending operations. 


1 
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2. Wuat tHE Butt Dors 


The following table shows the appropriations authorized by the bill 
for fiscal 1960, compared with the administration requests (section 
numbers refer to the Mutual Security Act of 1954, as amended): 





Administration | Foreign Relations 








request Committee 

es NR IO a nnisssscesbaissneensthcenminthietieiasesiniestsdliatinileiiii $1, 600, 000, 000 1 $1, 600, 000, 000 
I alia ileal 835, 000, 000 835, 000, 000 
Sec. 203. Development Loan Fund. _-_...................-.-..-.....- 700, 000, 000 @) 
Sec. 304. Bilateral technical cooperation... 2.2.22... sccccec cette el 179, 500, 000 179, 500, 000 
Sec. 306(a). U.N. technical cooperation........................-..... 30, 000, 000 30, 000, 000 
Sec. 306(b). OAS technical ecooperation.............-..........---... 1, 500, 000 1, 500, 000 
See. 00(a). Special assistanee- 2 [285 5 oo eh dc sk rca ck scents 271, 800, 000 244, 620, 000 
Sec. 405(c). U.N. High Commissioner for Refugees... 1, 100, 000 1, 100, 000 
Sec. 405(d). Escapees.............. 5, 200, 000 5, 200, 000 
Sec. 406. U.N. Children’s Fund... 12, 000, 000 12, 000, 000 
Sec. 407. Palestine refugees. ....... 25. 000, 000 25, 000, 000 
Ne  sneceeaeannisemuee 2, 300, 000 2, 300, 000 
Sec. 411(b). ICA administrative expemses.......................----. 39, 500, 000 39, 500, 000 
ae rr Oe a sudedpiwabnnamaacapieeasio’ 6, 500, 000 6, 500, 000 
See. 451(b). Contingency fund... ....... cseciicddcdcenenctecch----- 200, 000, 000 180, 000, 000 
Sec. 504(d). Small business machine tools..............---<-cccccccns|------------ een ne 2, 500, 000 
Sec. 604. NATO Parliamentarians’ Conference.....................-|----.----..--.--.- 100, 000 

Io ccicitancnipcinie sat en cl a 3, 909, 400, 000 3, 164, 820, 000 





1 Of which $1,100,000,000 is available only for NATO countries, 
2 In lieu of appropriation, borrowing from Treasury authorized at rate of $1,000,000,000 a year for 5 years, 

In addition, the bill makes these substantive changes in the 
program (section numbers refer to the bill): 

1. The statement of policy is revised to put greater emphasis on 
the purpose of economic assistance to underdeveloped countries and 
on the goal of regional cooperation (sec. 2). 

2. The military assistance program is brought into direct budget 
competition with other activities of the Defense Department (sec. 
101(a)), and the criteria for furnishing military assistance to Latin 
America and to underdeveloped countries generally are tightened 
(sec. 101(b)). 

3. Military assistance for the countries of NATO is increased b 
$223 million over the administration program (to a total of $1.1 bil- 
lion) and military assistance for non-NATO countries is decreased 
by a like amount (to a total of $500 million) (sec. 101(a)). 

4. A ceiling of $65 million is placed on bilateral military assistance 
to Latin America (a reduction of $2 million from the current level), 
with provision for an additional $31.5 million to be used for support 
of an international military force under the Organization of Ameri- 
can States. If not used for this purpose, then these funds may be 
diverted to economic assistance in the area (sec. 101(b)). 

5. The Development Loan Fund is given long-term financing 
through authority to borrow up to $1 billion a year from the Treasury 
in each of the next 5 fiscal years. Borrowing authority which is 
unused in one year may be added to the authority available in suc- 
ceeding years (sec. 202). 

6. The ceiling on the U.S. contribution to the U.N. technical assist- 
ance program is reduced from 40 to 39 percent of the total at the same 
time that the rules for computing the contribution are changed to 
enlarge the base on which the percentage is calculated (sec. 203(b)). 
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7. The cumulative ceiling on special assistance funds which may be 
used for assistance to American schools and libraries abroad is increased 
from $10 million to $20 million (sec. 204(a)(2)). 

§. Congressional support of the U.N. Emergency Force is reaffirmed 
and voluntary contributions to theForce are authorized out of special 
assistance funds (sec. 204(b)). 

9. Ten million dollars of military assistance funds for each of the 
next 5 fiscal years are earmarked, one-half for financing education of 
citizens of underdeveloped countries in the United States, Puerto 
Rico, and the Virgin Tshepiie; and one-half for the training of people 
of underdeveloped countries in skills which will contribute to economic 
development (sec. 204(l)). 

10. Authority to issue investment guaranties is increased from $500 
million to $1 billion total face value, but such guaranties are restricted 
to projects which will promote the development of the economic 
resources and productive capacities of economically underdeveloped 
areas (sec. 204(m)). 

11. The President is given additional authority to transfer up to 
30 percent of military assistance funds to technical cooperation and 
special assistance purposes, if necessary, in order to meet the growin 
Communist economic threat (sec. 401(a)). At the same time, the bi 
eliminates the President’s authority to transfer funds into the adminis- 
trative expenses accounts (sec. 401(j)). 

12. The President’s recommendations for the program next year 
are to include a specific plan to reduce progressively and eliminate 
bilateral grant defense support and special assistance (sec. 401(b)). In 
addition, beginning next year, more detailed reports are required on the 
factors determining the level of aid and particularly the level of mili- 
tary forces to be supported in countries roceiving defense support (sec. 
401(g)(3)). 

13. A new authorization is added for appropriation of $2.5 million 
for furnishing U.S.-owned machine tools and other equipment to small 
business concerns in underdeveloped countries (sec. 401(c)). 

14. The authority of the Secretary of State over the total program, 
and particularly over military assistance, is strengthened, as is the 
authority of ambassadors in the field (sec. 401(e)). 

15. The President is required to make public all information con- 
cerning the program “not deemed by him to be incompatible” with 
national security (sec. 401(j)). 

16. A policy statement encourages support of international health 
programs (sec. 501). 

17. Appropriations of such sums as may be necessary are authorized 
for U.S. contributions to the Colombo Plan Council for Technical 
Cooperation (sec. 502). The estimate of this cost is $6,000 a year. 

18. U.S.-owned foreign currencies are made available for financing 
ca summer study abroad of American teachers of foreign languages 

sec. 601). 

These and other provisions of the bill are explained in greater detail 

in the sections of this report which follow. 
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3. ComMITTEE ACTION 


The President’s message recommending the mutual security pro- 
gram for fiscal year 1960 was sent to Congress March 13, and on 
March 18 Senator Fulbright introduced, by request, the administrg- 
tion bill as S. 1451 so that the precise legislative proposals would be 
before the Senate. 

The committee formally opened hearings on the bill May 4 with 
the appearance of the then Under Secretary of State for Economic 
Affairs, C. Douglas Dillon. Earlier, on April 23, the committee had 
taken advantage of the temporary presence in Washington of Adm. 
Harry D. Felt, commander in chief, Pacific, to hear from him on the 
military aspects of the program in the Far East. In all, the commit- 
tee held 14 days of hearings, in both public and executive session. 
These have been published, with security information deleted, and 
are available to Members of the Senate and the general public. 

Besides Secretary Dillon and Admiral Felt, the committee heard 
testimony from, among others, Secretary of Defense Neil H. McElroy; 
Air Force Chief of Staff Gen. Thomas b. White; William H. Draper, 
Jr., Chairman of the President’s Committee to Study the U.S. Mil- 
itary Assistance Program; Leonard Saccio, Acting Director of the 
International Cooperation Administration; former Senator H. Alex- 
ander Smith, consultant to the Secretary of State; and Ralph I, 
pote special consultant to the Under Secretary of State for Economic 

airs. 

In addition, from outside the Government, the committee heard 
W. Averell Harriman, former director of mutual security; Eric Johns- 
ton, chairman of the Committee for International Economic Growth; 
William C. Foster, former administrator of the Economic Coopera- 
tion Administration, who appeared representing the Chamber of 
Commerce of the United States; and representatives of the National 
Council of Churches of Christ, the Synagogue Council of America, 
the Citizens Foreign Aid Committee, the AFL-CIO, United Auto- 
mobile Workers, Cooperative League of the United States, League of 
Women Voters, American Farm Bureau, American Veterans Com- 
mittee, National Farmers Union, International Economic Policy Asso- 
ciation, Americans for Democratic Action, and the National Asso- 
ciation of Home Builders, among others. This nongovernmental 
testimony was predominantly favorable to the propane. 

On June 3, the committee began marking up the bill in executive 
session. During this meeting and subsequent meetings on June 4, 5, 
9, 10, 11, 12, and 15, the committee went over the bill section b 
section and also gave careful consideration to each amendment whi 
had been proposed by any Member of the Senate. On June 15, the 
committee voted 13 to 2, with 1 member voting present, to report the 
bill favorably as amended. 


4, Wuy tHe Bitt Is Necessary 


This bill reflects the growing concern of the committee in recent 
years over what it feels to be shortcomings of certain phases of the 
mutual security program. This concern was first manifested, in con- 
crete terms, in connection with the work of the Special Senate Com- 
mittee to Study the Foreign Aid Program in 1956 and 1957. That 
special committee, which included all members of the Foreign Rela- 
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tions Committee tne ranking members from the Appropriations and 
Armed Services Committees, unanimously concluded that economic 
development assistance should be put on a loan basis with provision 
for adequate financing over a long-term period. The administration 
made a similar recommendation in its requests to Congress in 1957, 
and the Development Loan Fund was created at that time, but with- 
out long-range financing. 

In August of last year, eight members of the committee again 
expressed their concern, this time in a letter to the President, that the 
program was out of balance in that it emphasized military assistance 
too much and economic assistance too little. The President replied 
that he concurred in the need for economic assistance, but cautioned 
against meeting this need by reductions in the military aspects of the 
program. 

The committee’s action on the pending bill, which as introduced 
embodied the administration’s recommendations, is designed to nent 
the types of concern described above. Although the committee bil 
differs in material respects from the administration proposal, it follows 
substantially recommendations which have been made at one time or 
another by the administration over the last 2 years. In 1957, the 
President recommended that the Development Loan Fund (DLF) be 
given multi-year borrowing authority from the Treasury. Such 
authority was provided in the bill which passed the Senate that year, 
and the committee remains of the opinion that this is the most prac- 
tical and efficient method of financing loan operations of the character 
carried on by the DLF. It is again provided in this year’s bill. 

More recently, the President’s Committee to Study the U.S. 
Military Assistance Program (the Draper Committee) has recom- 
mended an increase of $400 million in military assistance, primarily 
for NATO. The committee agrees that more military assistance is 
needed for NATO, and the bill provides $223 million more than the 
administration proposed. 

At the same time, the bill reduces by $223 million the amount of 
military assistance proposed by the administration for non-NATO 
areas. This action stems from the feeling, expressed by a majority 
of the members of the committee last August, that military activities 
in underdeveloped countries were being overemphasized at the ex- 
pense of economic programs. But the committee bill does not de- 
crease the worldwide total of military assistance. Instead, it redirects 
that assistance to countries where it will be more effective. 

In short, the committee has done to the bill what it had hoped that 
its previous expressions would cause the administration to do. In 
the absence of administration initiative, the committee has felt 
compelled to proceed unilaterally in order to present to the Senate a 
bill which is adequate to the task that confronts American foreign 
policy in 1959. 

So far as the mutual security program is concerned, this task, as 
the committee sees it, is twofold: First, to contribute to building up 
the military forces which are essential, primarily in Europe and the 
Far East, to continued deterrence of overt Soviet military aggression; 
and. second, to contribute to the economic development of the coun- 
tries of Asia, Africa, and Latin America so as to induce a rate of 
growth which promises to become self-sustaining. This latter pur- 
pose would serve the interests of the United States even in the absence 
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of the Soviet threat; it is made more urgent by the existence of that 
threat, but its basic justification is irrelevant to the activities of inter- 
national communism. The simple truth is that a world situation in 
which there is a growing disparity between the wealth of the United 
States and the poverty of the rest of the world would be inimical to 
the American national interest. This is true on both political and . 
economic grounds. 

Since 1947, the Committee on Foreign Relations has annually 
devoted weeks of intensive study to the mutual security program and 
its predecessors. Members of the committee have personally observed 
the program, and the conditions which make it necessary, on numerous 
occasions in all parts of the world. The committee has heard scores 
of expert witnesses, from both inside and outside the Government, 
Using both its own resources and outside experts, the committee has, 
over the years, made major studies of various components of the 
program and of the program as a whole. It has been, and it remains, 
the considered judgment of the committee that the mutual security 
program, or something very close to it, is at present an indispensable 
tool of American foreign policy. It can be said in all earnestness that 
without this program large and vital sections of the free world would 
face utter and total collapse before the end of the 1960 fiscal year. 

Perhaps because the need for this program can hardly be overstated, 
the results which can reasonably be expected from it frequently are 
overstated. Herein, perhaps, lie the seeds of much of the opposition 
to it. Opponents argue, for example, that the program has neither 
won friends nor influenced people in the countries where it has been 
carried out. It was never intended as a device simply for winning 
friends. Whatit was intended to do, it has done—sometimes ineptly, 
sometimes wastefully—but 9 times out of 10 in one way or another it 
has advanced its basic purposes. Whether the program is supplying 
intermediate range ballistic missiles to the countries of NATO, or 
rot water supplies to the villages of south Asia, its basic purpose has 

een to make it plain to people, whether factory workers in Western 
Europe or peasants in India, that they have a choice which they can 
make for themselves. This is not a choice between the United States 
and the Soviet Union, but between freedom and totalitarianism, be- 
tween ordering their own lives in their own way and having somebody 
else do it for them. It is a basic premise of the program that people 
anywhere, given the opportunity for such a choice, will choose freedom 
and independence. The record bears this out. So long as this is 
the case, the interests of the United States are quite sufficiently served 
if people simply choose independence. It is irrelevant to our national 
purposes whether they also fill the streets to cheer every time the 
American Ambassador drives by. 

Opponents of the program also cite examples of waste and mal- 
administration as reasons for abandoning the whole enterprise. The 
various studies which have revealed these examples have rendered & 
public service, and the committee has written into the bill this year 
provisions to tighten administration. The lesson to be drawn from 
examples of waste is that the program needs improvement, not dis- 
mantlement. It may be recalled that during World War II various 
committees of Congress found instances of great waste in the war 
effort. But so far as the committee is aware, no one in a position of 
responsibility ever concluded from this that the war should be 
abandoned and a separate peace made. 
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Finally, opponents of the program argue that it is a failure because 
we happen to find ourselves in difficulties in various parts of the world. 
It could equally well be argued that these difficulties would be less if 
the program had been larger in the past. But either argument makes 
the fundamental mistake of confusing the program, which is a tool of 
policy, with policy itself. In this respect, it is appropriate to recall 
the old adage that to make a rabbit stew, one must first catch a rabbit. 
It does not necessarily follow that one can make a rabbit stew even 
after he has caught the rabbit, but it is certain he cannot make the 
stew without one. So it is with the mutual security program and 
foreign policy. The existence of the program does not in itself mean 
we will have an effective foreign policy, but the abolition or substantial 
curtailment of the program would certainly be a body blow to foreign 

olicy. 
. 5. STATEMENT oF Poxicy (Sec. 2) 


This section of the bill adds three new points to the statement of 
policy now contained in section 2 of the Mutual Security Act of 1954, 
as amended. 

These new points are: 

1. A recital of past accomplishments of the mutual security program 
and its predecessors—namely, help in thwarting Communist intimi- 
dation in many countries of the world, help for European recovery 
from World War II, support for defensive military preparations by 
nations alerted by Communist aggression, and a sound ee of 
help in the development of resources and improvement of living 
standards in economically underdeveloped areas. 

2. A statement that Congress— 


perceives the identity of interest which exists between the 
people of the United States and the peoples of other lands who 
are striving to establish and develop politically independent 
and economically viable units, to produce more goods and 
services and improve ways of living by methods which reflect 
popular will, and to establish responsible governments which 
cooperate with like-minded governments. 


In this connection, the new language declares it to be— 


a primary objective and need of the United States to share 
these strivings by giving generously of our knowledge and 
substance to peoples willing to work energetically toward 
these ends. 


3. Finally, it is provided that, where appropriate and feasible, 
assistance under the act shall be rendered— 


in such a way as to promote the emergence of political units 
which are economically viable, either alone or in cooperation 
with neighboring units. 


Otherwise, except for changes in syntax, the present statement of 
policy is left unchanged. In substance, this statement now declares 
that— 

1. Congress recognizes that the security of the United States is 
endangered so long as international communism continues to attempt 
to dominate other peoples. 
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2. It is the policy of the United States, so long as this danger con- 
tinues, to help free nations and peoples upon request. 

3. It is the sense of Congress that nations which have been assisted 
in their recovery should share with the United States to a greater 
extent the financial burden of aiding those countries still in need of 
assistance. 

4. The act should be administered so as to help other peoples— 


in their efforts to achieve self-government or independence 
under circumstances which will enable them to assume an 
equal station among the free nations of the world and to fulfill 
their responsibilities for self-government or independence. 


The new points added to the statement of policy by the committee 
are designed primarily to indicate the congressional view that pro- 
grams of economic and political development are worthwhile in them- 
selves, irrespective of the Communist threat, and that these programs. 
reflect a mutuality of interest between the United States and the other 
peoples concerned. Such a statement, in the committee’s judgment, 
will be helpful in clearing up some of the misunderstanding which 
surrounds the objectives of the mutual security program, both at home 
and abroad. ‘The purpose is to give added emphasis to the program’s 
positive aspects which are now Frevube tly confused with its negative, 
anti-Communist aspects. 

The committee attaches particular importance to the statement 
that the program should be administered so as to promote the emer- 
gence of economically viable political units. The force of nationalism 
in some underdeveloped areas—Africa, for example—is so great that 
there is danger of fragmentation of newly emerging independent states, 
In other areas, such as Latin America, existing states could greatly 
improve their prospects for economic development by closer coopera- 
tion with neighboring states. 

The development of the Coal and Steel Community, Euratom, and 
the Common Market in Europe is an instructive example in this 
connection. The committee realizes that the pattern of Euro 
cannot be transplanted to Africa or Latin America, but the commit- 
tee feels strongly that it should be a primary objective of the United 
States to encourage the growth of regionalism in both those areas. 
Wise administration of the mutual security program can be a useful 
tool in accomplishing this objective, and the committee expects it to 
be employed in this manner. 

The committee is particularly concerned that the United States 
encourage federation among the newly emerging states of Africa and 
that it encourage “'oser economic cooperation leading in the direction 
of a common market among the well-established states of Latin 
America. In regard to Africa, the committee sees federation as perhaps 
the only way of assuring the economic viability of small, weak, poor 
nations. In regard to Latin America, the committee is persuaded 
that a closer economic union would make possible a more efficient 
use of resources and would also encourage the growth of economic 
institutions—as, for example, securities markets—which are important 
to economic development. 

In both Africa and Latin America, of course, these objectives can 
be obtained only if they are desired by the people of those areas them- 
selves. The committee’s concern in the matter stems from its belief 
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that United States interests will be better served by the growth of 
strong, prosperous, and independent entities in these two areas. 

It can reasonably be argued that the European Common Market 
would have emerged much sooner if the concept had received more 
encouragement from the United States during the Marshall plan era. 
It is to emphasize the need for this encouragement in other parts of 
the world that the committee has added this new policy statement to 
the act. 

6. Mitirary Assistance (Cu. I) 


A. AUTHORIZATION, EARMARKING, AND BUDGETING (SEC. 101(8)) 


This chapter authorizes appropriation for use beginning in fiscal 
1960 of not to exceed $1.6 billion for military assistance, to remain 
available until expended. The bill also provides that $1.1 billion of 
this amount shall be available only for assistance to— 


countries party to the North Atlantic Treaty or for activities 
of the North Atlantic Treaty Organization in such countries. 


The effect of this earmarking is to increase by $223 million the 
amount of military assistance for NATO over the administration 
proposal and to reduce by a similar amount military assistance for 
non-NATO countries. In the illustrative presentation to the commit- 
tee, the administration proposed $714 million for members of NATO, 
$138 million for NATO cost-sharing programs such as infrastructure 
and international military headquarters, and $25 million for a pro- 
posed credit to the NATO spare parts agency. The total for NATO, 
thus, was $877 million, and this is increased by the committee bill to 
$1.1 billion. 

The effect of this amendment is to put more military assistance 
where it can be effectively utilized without creating economic and 
political problems and to put less where it does create such problems 
and where there is doubt that really significant military forces can 
ever be created and supported. 

In earmarking an increase for NATO, the committee was influenced 
by a number of factors, among which was the consideration that criti- 
cism of military assistance is most frequently directed to the program 
in underdeveloped countries and rarely, if at all, to the program in 
Western Europe. The committee also took note of the Draper Com- 
mittee’s recommendation of an increase of $400 million in the program, 

rimarily for NATO, and of Secretary McElroy’s statement during the 

earings that more funds for NATO would accelerate the moderniza- 
tion of NATO forces. The earmarking in the committee bill not only 
provides more for NATO; it also cuts the amount available for under- 
developed countries where the program has been subject—justly, in 
the committee’s opinion—to much criticism, At the same time, the 
committee bill leaves $500 million available for non-NATO countries, 
and this is more than enough to take care of the administration’s pro- 
posels for the critical areas of Korea, Taiwan, and Vietnam. The 

alance can be reprogramed by the administration among the other 
countries acladed in its original presentation. 

The committee was also influenced in its action by a deep-seated 
feeling that NATO needs strengthening and that it is desirable, espe- 
cially in view of the Berlin crisis, for the United States to give affirma- 
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tive evidence of the importance it attaches to NATO. The committee 
feels that all the members of NATO should increase substantially 
their efforts to strengthen the alliance. The committee’s action in 
regard to this bill is an indication that the United States is prepared to 
do its part in this endeavor, and the committee fervently hopes that 
this will result in similar efforts on the part of other countries. 

The committee added language providing that, beginning next year, 
military assistance programs shall be budgeted— 


so as to come into direct competition for financial support 
with other activities and programs of the Department of 
Defense. 


This is designed to insure that the budget process itself will approach 
military assistance and domestic defense funds as parts of a single 
program. The last dollar spent on either military assistance or 
one defense should buy as much as the last dollar spent on the 
other. 

Under present procedures within the executive branch, the Depart- 
ment of Defense budget is made up against one target figure and the 
military assistance budget is made up against a second target figure, 
In the future, both budgets should be made up against a single figure. 

It should be emphasized that the committee amendment applies 
only to budgeting procedures; it will in no way affect congressional 
procedures for considering Department of Defense appropriations on 
the one hand or military assistance authorizations and appropriations 
on the other. The amendment will, however, give Congress added 
assurance that, as is often stated by officials of the executive branch, 
the military assistance program is, in fact, an integral part of our own 


defense effort and that money spent for military assistance buys more 


security than would an equal amount spent on our own forces. 


B. LATIN AMERICA (SEC. 101(b)(1)) 


The committee is disturbed over the size, and especially over the 
recent growth, of military assistance programs to Latin America. 
These programs amounted to $56 million in 1958 and to $67 million 
in 1959, with $96.5 million proposed for 1960. The committee feels 
that military assistance to Latin America frequently stimulates arms 
races and encourages the diversion to military purposes of resources 
which are badly needed for economic development. At the same time, 
the committee feels that military assistance rigidly limited to hemi- 
spheric defense missions can be justified in moderate amounts. The 
interests of all concerned would be further served if these programs 
could be regionalized and brought under the OAS to the greatest 
extent possible. Such action could be expected not only to result in 
economic savings but also to improve hemispheric security and to 
strengthen the OAS, all of which are desirable goals. 

In order to serve these and other purposes, the committee adopted 
a major revision of section 105(b)(4) of the act, which sets forth the 
conditions under which military assistance may be furnished to Latin 
America. 

Under the committee language, not more than $65 million may be 
used for military assistance in this area during fiscal 1960. This 
ceiling will effect a modest reduction from the 1959 program level of 
$67 million. 
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The committee amendment also provides, however, that an addi- 
tional $31.5 million—i.e., the difference between $65 million and the 
$96.5 million requested by the administration—may be used for 
“assistance to an international military force under the control of the 
aa pa of American States,”’ Bhis will provide funds for such 
a force if one can be brought into being. The committee urges the 
administration actively to press negotiations to this end so that some 
progress can be made within the next year. 

The force ideally should be an international force in fact—that is, 
one which is actually composed of units from various countries— 
rather than an international force on paper—that is, one which simply 
has units from various countries committed to it, or earmarked for 
it, under various contingencies, The important thing, however, is to 
make a beginning with whatever kind of arrangement is initially 
possible. 

It need not be a large force, but it should be adequate to provide 
for international security within the Western Hemisphere and to make 
a contribution to the defense of the hemisphere from outside attack. 
If the first mission were actually carried out, the cost of the force would 
be more than offset by the reductions which would become possible 
in the domestic military budgets of the Latin American countries. 

The committee recognizes, of course, that such an international 
force cannot be created overnight. If it is possible at all, it will take 
time to work out the necessary agreements within the OAS. With 
this thought in mind, the committee amendment also provides that 
if the $31.5 million earmarked for the force cannot be used for that 
purpose, any portion of it which is not so used may be used instead 
for economic assistance to Latin America. This is accomplished 
through authority for a transfer of unused balances to the special 
assistance account in section 400(a) of the act. 

The net result of this action does not reduce the total assistance 
authorized for Latin America. It does, however, shift the emphasis 
of this assistance from bilateral to multilateral military programs 
and from military to economic programs. ‘This will bring the overa 
program in Latin America into a much better balance. 

The committee revision of section 105(b)(4) also tightens the criteria 
for military assistance to the countries of Latin America. The law 
now provides that military assistance may be furnished to countries 
of that area— 


only in accordance with defense plans which shall have been 
found by the President to require the recipient nation to 
participate in missions important to the defense of the West- 
ern Hemisphere, 


It is also presently provided that the President shall annually 
review these findings and that— 


internal security requirements shall not normally be the 
basis for military assistance programs to American Republics. 


The revision adopted by the committee provides that— 


military equipment and materials may be furnished to the 
other American Republics only in furtherance of missions 
directly relating to the common defense of the Western 
Hemisphere, which are found by the President to be im- 
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portant to the security of the United States, or for assistance 
to an international military force under the control of the 
Organization of American States for the protection of 
nations against external aggression. 


The new language retains the requirement for an annual Presidential 
review of the findings involved, and it deletes the word “normally” 
from the provision that internal security requirements shall not be the 
basis for military assistance to Latin America. 

It will be noted that additional emphasis is placed on an OAS force, 
Further, whereas assistance may now be furnished in accordance with 
defense plans which require the recipient nation to participate in 
missions important to the defense of the hemisphere, under the 
amendment assistance may be furnished only if it actually furthers 
missions which directly relate to common defense of the hemisphere 
and which are found by the President to be important to the security 
of the United States. In this connection, the new language refers to 
“military equipment and materials” instead of to “military assis- 
tance.” The former phrase is used so as not to interfere with pro- 
grams which are now carried on as a part of military assistance, for the 
training of Latin American military officers in U.S. service schools, 
The committee is impressed with the benefits, both military and 
political, which flow from this training. 

The use of internal security as a ey for military assistance to 
Latin America, even in unusual cases, has worked to the political 
disadvantage of the United States in some Latin American countries, 
and has exposed us on occasions to the charge of supporting dictators. 
Although these charges are without foundation, in fact some of our 
military assistance activities have lent credence to them. Henceforth, 


under the committee amendment, internal security requirements will 
simply not be taken into consideration in carrying on the military 
assistance program in Latin America. It should be borne in mind that 
this provision leaves undisturbed the President’s special authority to 
waive requirements of the act in certain circumstances. 


C. MILITARY ASSISTANCE CRITERIA (SEC. 101(b)(2)) 


In addition to tightening the standards for military assistance to 
Latin America, the committee bill adds two new paragraphs to section 
105(b) of the act dealing with military assistance to underdeveloped 
countries generally. 

One of these provides that to the extent feasible and consistent with 
the other purposes of the program, it shall be administered so as to 
encourage the use of foreign military forces in underdeveloped coun- 
tries ‘‘in the construction of public works and other activities helpful 
to economic development.” 

The other provides that, unless the Secretary of State authorizes 
an exception, military assistance to a country found by him to be 
underdeveloped shall— 


be programed, and force goals shall be recommended, accord- 
ing to the principle that economic development needs shall 
have first call on the internal resources of such country. 
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Both of these paragraphs reflect the committee’s growing concern 
over the size and character of military assistance programs to under- 
developed countries. The security of the free world and of the coun- 
try concerned is not well served when resources, which are at best 
inadequate, are consumed in unproductive military expenditures to a 
disproportionate degree. The waste which is inherent in military 
programs can be reduced to the extent that military forces are used for 
productive purposes such as public works. The committee has in 
mind in this connection the example of the Army Corps of Engineers 
and the great contribution it has made to siamubelatiineia ment in 
the United States. This is an example which could profitably be fol- 
lowed elsewhere in the world. ‘ 

The committee is hopeful that its amendment giving economic de- 
velopment first call on the internal resources of underdeveloped coun- 
tries will result in a decrease in military assistance programs to these 
countries. It is further hopeful that such assistance as remains, 
despite this requirement, will be channeled to an increasing degree into 
activities which, though carried out under military auspices, have 
lasting economic benefits. 


7. Derense Support (Src. 201) 


The bill authorizes an appropriation of not to exceed $835 million 
for defense support for use beginning in fiscal 1960 and to remain 
available until expended. 

The assistance provided by these funds will go to 12 countries: 
Spain, Greece, Iran, Pakistan, Turkey, Cambodia, China (Taiwan), Ko- 
rea, Laos, Philippines, Thailand, and Vietnam. The amounts proposed 
for each country have been classified by the executive branch, but the 
amounts by region are $40 million for Europe, $242 million for the 
Near East and South Asia, and $553 million for the Far East. 

All of these countries are receiving military assistance from the 
United States. All except Spain are geographically close to the Soviet 
bloc, and 7 of the 12 have a common border with the bloc. All are 
characterized by economic underdevelopment and by economic prob- 
lems which are aggravated by the maintenance of military forces. 

It is the purpose of defense support to help them bear the economic 


burdens of their military efforts. Of the total amount authorized, it 
is proposed to use $719 million to finance rage imports, cash 


transactions, and other nonproject assistance. The 
million is planned for specific economic projects. 
The commodity imports will amount to $673,840,000 as follows: 
Surplus agricultural commodities 
Other agricultural commodities 
ea Ta ee a ae 
Machinery and equipment 
Other industrial commodities , 760, 000 


Cash transactions are planned in the amount of $28 million and 
other nonproject assistance in the amount of $17,500,000. 


alance of $116 
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The project «assistance proposed for fiscal 1960 will be entirely in 
the Far East, and will be divided among fields of activity as follows; 
Agriculture, forestry, and fisheries 
Industry and mining 
Transportation 
Health and sanitation 
Education 
Public administration 


Community development, social welfare. and housing 
General and miscellaneous 


The commodity imports are determined on the basis of the coun- 
try’s minimum economic requirements. ‘The commodities so financed 
normally move through private channels of trade and are sold for the 
local currency of the country in question. The local currency pro- 
ceeds derived by the recipient country from these imports are deposited 
in a special counterpart account which in turn is also used for the pur- 
poses of the act. In some cases, these purposes may be the pay of 
troops; in other cases, they may be general budgetary support; in still 
others, they may be used to pay the local costs of military construction 
or of specific economic projects designed to increase the capacity of 
the country to support its military forces. Frequently these projects 
will also receive dollar assistance from defense support funds. 

It will be noted that approximately two-thirds of the total au- 
thorized is proposed for the Far East. Most of this is for Korea and 
Vietnam, each of which is a divided country still suffering from the 
effects of war and living under the constant threat of renewed aggres- 
sion. Each is still a long way from economic viability, though some 
progress is being made. In Korea, for example, the per capita gross 
national product has increased by 16 percent since 1955, agricultural 
production has gone up by almost one-fifth, cotton cloth and electric 
power production each by almost three-fourths, and gold and foreign 
exchange reserves by about two-fifths. The wholesale price index 
declined by 6 percent between 1957 and 1958, but it remained 50 per- 
cent above the 1955 level. At the same time, the Korean foreign 
trade balance appears hopelessly in deficit. In 1958, exports were 
only $16 million against imports of $425 million. 

In Vietnam, per capital gross national product was the same ($156 
a year) in 1958 as in 1955. Agricultural production increased 14 
percent in this period, reflecting mainly an increase of 23 percent in 
rice, but rubber production declined. Gold and foreign exchange 
reserves increased from $138 million to $180 million, and the cost of 
living showed encouraging stability. But, though not so spectacu- 
larly as in Korea, the foreign trade balance is badly in deficit: 1958 
exports were $53 million aa imports $230 million. 

t is obvious that, for some time to come, economic assistance of the 
kind embodied in defense support is a matter of simple survival for 
both Korea and Vietnam. It is equally obvious that the survival in 
independence of both these countries is in the interests of the United 
States, and that the amount of defense support proposed for next year 
is a relatively cheap price to pay for their survival. 

The other 10 countries included in the defense support program will 
receive aid which is smaller in amount but also important to achieving 
USS. objectives. 

In Spain, the United States has an important group of air and naval 
bases. Greece and Turkey are among the poorest members of 
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NATO, and continue to require economic help. Iran is strategic, 
both from the point of view of its oil resources and its location between 
the Soviet Union and the Persian Gulf. Iran is carrying out a 
substantial development program using its own oil revenues, but 
these are as yet insufficient to finance both development and military 
forces at an adequate level. Pakistan, which devoted 30 percent of 
its budget to its Armed Forces, is unable even to produce enough 
food for its expanding population and could not, without outside 
help, avoid an absolute decline in living standards which are already 
among the lowest in the world. 

Thailand and the Philippines, like Pakistan, are important members 
of the Southeast Asia Treaty Organization: They are confronted with 
the political necessity of economic development and the military 
necessity of maintaining at least minimum security 

Cambodia and Laos have been struggling valiantly and so far 
successfully with the problems of making newly independent govern- 
ments work in the face of great Communist pressures and inadequate 
resources. Outside assistance continues to be necessary. 

Finally, the committee sees no alternative to continuing defense 
support to the Nationalist Chinese Government on Taiwan. Although 
salbetantial progress has been made on this crowded, beleaguered 
island, the military situation precludes the attainment of economic 
self-sufficiency. 

In conclusion, the committee calls attention to the fact that, 
although defense support is economic aid furnished for a military 
purpose, it plays an essential role in maintaining the economies of the 
recipient countries and bears no precise or unvarying relationship to 
the size of the military assistance program. A reduction in military 
assistance as provided in section 101 of the bill does not necessarily 
make it either possible or desirable to reduce defense support. Each 
of the countries involved here is so poor that it will continue to need 
economic support. 


8. Devetopment Loan Funp (Sec. 202) 
A. CAPITALIZATION (SEC. 202(a) AND (b)) 


These subsections effect a major change in the method of financing 
the Development Loan Fund. Instead of an authorization of appro- 
priations of $700 million for fiscal 1960, as proposed by the adminis- 
tration, the committee bill gives the Fund authority to borrow from 
the Treasury up to $1 billion a year in each of 5 fiscal years beginning 
in 1960. Any unused portion of this borrowing authority in one year 
is to be added to authority available in succeeding years. The Secre- 
tary of the Treasury is authorized to meet the Fund’s needs by a 
public debt transaction. 

It will be recalled that this is the same financing device which was 
proposed by the Administration and approved by the Senate when 
the Fund was first established in 1957. As finally enacted that year, 
however, the law creating the Fund authorized appropriations totaling 
$1.125 million for 2 fiscal years. 

_ Inthe meantime, the Fund has gained 2 years of valuable experience, 
it has been incorporated (originally it was part of ICA), it has had 
appropriations of $850 million, and it has made loan commitments of 
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more than $740 million. It has pending loan applications under 
consideration of more than $1.4 bilhon. 

The sum of this experience clearly indicates that the Fund is a 
going concern. Doubts which were felt in some quarters 2 potet ago 
should now be resolved and the Fund should be put on a long-term 
basis with adequate financing. The committee bill will give the Fund 
a cumulative total of $5 billion in capital over a 5-year period. This 
capital will remain available thereafter, and repayments of principal 
and interest on loans from the Fund can in turn be reloaned. 

The technique of financing long-term lending or other self-liquidating 
activities through borrowing from the Treasury is time-honored in the 
conduct of housing, farm, and banking programs, in the operation of 
the Export-Import Bank, in our contributions to the International 
Bank for Reconstruction and Development and the International 
Monetary Fund, and even in the construction of the St. Lawrence 
Seaway. It in no way diminishes congressional control of the policies 
involved, but it does put business-type operations on a business 
basis and remove them from the uncertainties of attempting to plan 
multi-year programs on the basis of single-year appropriations. 

It is of great importance that this be done also in the case of the 
Development Loan Fund. As indicated above, the Fund has met a 
spectacular response in loan applications from underdeveloped coun- 
tries. It has enormous potentialities for promoting economic develop- 
ment of these countries and for thereby promoting the interests of the 
United States. Indeed, without some instrumentality very much like 
the Development Loan Fund, the committee would take an extremely 
pessimistic view of the future of American foreign policy in Asia, 
Africa, and Latin America. This being so, and if the type of activity 
in which the Fund engages is to be carried on at all, it ought to be car- 
ried on under circumstances which give it the greatest hope of success. 
This is the whole purpose of the committee amendment. It can be 
cogently argued that the Export-Import Bank would never have 
achieved its good record if it had not been capitalized in this manner. 

In adopting the amendment, the committee gave consideration to 
its impact upon the fiscal position of the Treasury and also to the 
amount of capital which can reasonably be foreseen as necessary for 
the fund. For at least the next year, the impact on the Treasury will 
be no different from the impact of the administration’s proposal for 
appropriation of $700 million. The Fund’s estimated actual expendi- 
tures in fiscal 1960 are only $200 million, and this figure represents the 
net drain on the Treasury. In any case, the impact on the Treasury 
is the same whether Development Loan Fund funds are provided by 
public debt transactions or whether they are provided by appropria- 
tions. The Fund’s estimated loan commitments for 1960 are $700 
million, the same as the administration’s appropriation request. 
With greater resources available, it is possible that this figure will be 
psnepsed though it is improbable that it will be exceeded by very 
much. 

The important thing is to give the Fund, and the underdeveloped 
countries, assurance that it will have the resources over the long 
term to make loans which will undoubtedly increase in volume as 
economic development proceeds. As this process occurs, it should 
also be possible to make harder loans. 

The committee gave considerable attention to the amount of 
resources desirable for the Fund. Figures ranging from $750 million 
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a year to $1.5 billion a year were suggested. The Draper Committee’s 
reliminary report anticipates a need of $1 billion a year in this field. 
he Committee for Economic Development has suggested an out- 

lay of $1 billion a year for 5 years, in addition to existing programs. 

The National Planning Association has recommended a total pro- 

gram of $10 billion to $20 billion over a 5- to 10-year period. The 

Rockefeller Bros. Fund and the International Development Advisory 

Board have each called for ‘‘substantial” increases. 

In view of the conclusions of these and other studies, the $1 billion 
a year recommended by the committee may prove to be inadequate. 
If this is in fact the case, Congress can take subsequent action to 
increase the size of the Fund. On the other hand, the committee is 
convinced that something very close to $1 billion a year is the mini- 
mum necessary to give the Fund the resources and the sense of con- 
tinuity which are essential to its continued success. If, contrary to 
expectations, $1 billion a year should prove to be more than is needed, 
then the Fund’s borrowing authority will simply not be fully used and 
the net cost to the Treasury will be that much less. The Fund’s 
capital will not be drawn from the Treasury until it is needed. These 
borrowings will be on such terms and conditions as the President may 
determine. 

Over the long term, the Fund’s resources will revolve and it is ex- 

ected that, with vigorous efforts on the part of borrowing countries, 

in time the Fund can become self-sustaining. Its loans earn interest 
which currently varies from 3.5 to 5.75 percent depending on the 
nature of the project. Although it has been in existence for scarcely 
2 years, its income from interest on loans repayable in dollars in fiscal 
1960 is estimated at $1.2 million. It will also receive an estimated 
$600,000 in dollar fees for guarantees in 1960, and it will receive the 
equivalent of $5.8 million in interest payments on loans repayable in 
foreign currencies. On this basis, it will show a profit in 1960 of 
more than $5 million. This can be expected to improve over the 
years. 

In summary, the experience of the last 2 years has strengthened the 
committee’s conviction that long-term financing through borrowing 
from the Treasury is the only practicable way to capitalize the De- 
velopment Loan Fund. The committee strongly urges the Senate 
to reaffirm its 1957 decision and put the Fund on a sound basis. 


B. MANAGEMENT AND LOAN ADMINISTRATION (SEC. 202(c)) 


Management (sec. 202(c)(1)).—This paragraph of the bill increases 
from three to four the number of officers of the Fund who may be paid 
salaries of as much as $18,000 a year. The additional position will 
provide for an Assistant Managing Director for Finance and Develop- 
ment, an office which is now filled by a Foreign Service Reserve officer 
who, because of his rank in the ara Service, receives salary equiv- 


alent to that provided in the bill. is officer will be reassigned in 
the normal course of events, and the position will have to be filled 
by someone from outside the Foreign Service. The additional author- 
ity provided by the bill will hopefully make it possible to attract a 
person of the requisite background and ability. 

Loan administration (sec. 202(c)(2)).—This paragraph strikes out a 
requirement, now found in section 205(c) of the act, that the Export- 
Import Bank shall administer loans made from the Fund. The effect 
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of deleting this requirement is to leave it optional to the executive 
agencies involved as to which one administers Fund loans. In point 
of fact, the Export-Import Bank, the Development Loan Fund, and 
ICA are all agreed that this function is best performed by ICA, which 
also performs other disbursing and comptroller functions for the De- 
velopment Loan Fund and is now administering the Fund’s loans on 
behalf of the Export-Import Bank. This seems to the committee a 
reasonable arrangement. If further experience should indicate an 
additional change, the law, as the committee proposes to amend it, 
would be sufficiently flexible to make that possible without further 
congressional action on what is, essentially, an administrative matter, 


9. TecHnicaL CoopreraTIoNn (SxEc. 203) 


A. BILATERAL PROGRAMS (SEC. 203(8)) 


The bill authorizes appropriation of not to exceed $179,500,000 for 
technical cooperation programs in fiscal 1960. The funds are au- 
thorized to remain available until expended. 

The proposed program by country and region is as follows: 








Thousands Thousands 
Europe: of dollars | Far East—Continued of dollars 
eta Gea et oh erecta 1, 200 PIRI a 0 ow i nnan neon 7, 000 
Vugoslaviea So. 222 1, 800 Gap EY ie eer 2, 000 
—_—_— Moorea’ .Gg2.0iUi oak 7, 000 
Subtotal, Europe_-..-.- 3, 000 LAODs) 000 eps o wid oommyese 1, 700 
=e PRMNNOR. 6 nomen de 3, 200 
Africa: EEL no Someteccwecre 4, 500 
Reena S28! SUC Lege 5, 100 Vinny s sO Bes , 
be 6 Scobie Bias 1, 400 Regional and undis- 
ROG 5 52. 35a ls gine a es 2, 400 bribes. oo.) bea beens 4) 600 
eames seeded ace 2, 750 —_—_—— 
I. coe ee 1, 000 Subtotal, Far East... 36, 700 
Peeeetia. 2 SL 1, 500 ————s 
Geenalies o565iu. ik. 28s 700 | Latin America: 
I ties rusk: nhioana one 2, 650 POIRIER eL cics ct de icin 800 
East African territories__ 800 Ri ai 3, 300 
Multicountry projects... 2,400 Piatkvecnanttcancec 7, 450 
Cale s OPAL = obs 3, 
Subtotal, Africa......- 20, 700 Colombiia 2) ii ced0c5. 8 1, 900 
<== Cotta Riot... sic. bstvn 1, 375 
Near East and South Asia: Ee et 500 
Afghanistan. .......... 3, 800 Dominican Republic__--- 300 
Re SLL onuS 1, 850 ess SL ol 2, 100 
90000 oss es Ue uo 900 E] Salvador. 2s... .-- £ 
ES eer 10, 500 ES ES ee 3, 000 
Pe, dt odisiin dewariiie 6, 000 TI DS. ane) hcne creat 2, 100 
Ik ee 1, 600 OE ie 2, 200 
IRIS... ib cwccne aioe 2, 000 SE 6 ik ob om Siem anhes 
bieenee. 22 Se ea 1, 000 Nicaragua_..........-.. 1, 000 
eG 365) OLY OLS 1, 500 PUROMNR LLG Lord. LG il 1, 650 
RIOR SL ouaucws «bas 8, 200 POPRGNOT 5 ow biannwniiiwoss 1, 900 
ESSERE GE UE 4, 500 | RR agate 2, 900 
NI 2 na Lhaet hw i de 4, 500 ETS o¢waacucupnes> 200 
Regional and undis- Vomoswem i 5088) osu!» 200 
$ribatedii 6. sust.uiad 4, 250 Overseas territories. __._- 1, 750 
——————- Regional and undistrib- 
Subtotal, Near East ok rn , 675 
and South Asia.... 50, 600 — 
——= Subtotal, Latin America. 43, 700 
Far East: Interregional expenses- -.-_-- 24, 800 
CRINBOOIR os 5 done coki a 2, 700 





Ceditachien 2, 500 Grand total, worldwide. 179, 500 
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The worldwide program by field of activity is as follows: 


Thousands Thousand 

of dollars of dollars 

Agriculture, forestry, and fish- Public administration__.____. 12, 709 

GG acc answebuedgesinuen 35, 867| Community development, so- 

Industry and mining--.------ 20,079] cial welfare, and housing... 2, 958 

Transportation.............. 7, 516 | General and miscellaneous_... 27, 111 

CES So re hee, ane Se 2, 998 a 

Health and sanitation_....._- 13, 768 Tete. cict doi ios 154, 700 
Baneation. <..~sc.scub seuss 31, 694 


In addition, interregional expenses, not chargeable to specific proj- 

ects or country programs, will amount to $24,800,000. These ex- 
enses cover such items as arranging for training programs in the 

nited States and third countries for technicians of countries partici- 
pating in technical cooperation, technical consultation, and support 
services in the United States, the development of new approaches to 
evaluate the needs and develop the physical and human resources of 
underdeveloped countries, and training of ICA personnel. 

Technical cooperation is a program which emphasizes people rather 
than things. Of the total authorization of $179.5 million for bilateral 
programs in fiscal 1960, only $11.6 million will be spent on supplies 
and equipment. Basically, technical cooperation is the transmission 
of knowledge, showing people how to do things better—how to grow 
more food, how to keep from getting sick, how to manage a factory, 
how a democratic labor union operates, how to teach literacy, how to 
have better housing, how to administer a government bureau, and 
dozens of other things which are essential in a complex modern society. 
These are long-term activities, but over a long term they produce im- 
pressive results. 

The technical cooperation program has been growing slowly and 
soundly in keeping with increases in the capacity of cooperating coun- 
tries to absorb assistance and in the capacity of the United States to 

rovide it. The original authorization was $35 million for fiscal 1951. 

or fiscal 1959, the authorization is $150 million, and the committee 
recommends $179.5 million for 1960. This will make possible moder- 
ate increases in most phases of the program. Among the most impor- 
tant of these increases are those in the number of U.S. technicians 
overseas (up 483 to a total of 3,336), in the number of foreign trainees 
in the United States or third countries (up 10 percent to 10,500), and 
in the program in Africa (up $6 million to $20.7 million). 

The availability of qualified personnel is perhaps the greatest single 
limiting factor on the size of the technical cooperation program, and 
the committee is gratified at the progress ICA is making in recruiting 
and training technicians. Sustained attention should be given to this 
ecm to the end that personnel standards can be further improved. 

nguage training and general cultural orientation are particularly 
important. 

he committee also welcomes the increased efforts which are being 
made in technical cooperation in Africa. This rapidly changing con- 
tinent will undoubtedly require even more attention in the future. 
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B. MULTILATERAL PROGRAMS (SEC. 203(b)) 


United Nations (sec. 203(b)(1)).—This paragraph authorizes ap- 
poomieiee of $30 million for fiscal 1960 for contributions to the 

nited Nations Expanded Program of Technical Assistance and to the 
related United Nations Special Fund. It likewise reduces the ceiling 
on U.S. contributions from 40 to 39 percent of the total and broadens 
the base on which this percentage is calculated. 

The U.N. technical assistance program was begun, chiefly as a 
result of U.S. initiative, in 1950. Initial contributions, covering the 
last 6 months of calendar year 1950 and all of 1951, amounted to 
$20 million, of which the United States supplied 60 percent. By 
1958, the program had grown to $31 million, of which the United 
States contributed 45 percent. Both this growth and the USS, 
investment in it have been sound. 

In 1957 the U.N. General Assembly, again largely as a result of 
US. initiative, approved establishment of a Special Fund to supple- 
ment the technical assistance program through technical projects 
such as surveys, research, and training of the kind which are Paes to 
economic development. It was envisaged that the technical assistance 
program and the Special Fund would have a combined budget of 
$100 million a year. 

The Fund began operations January 1, 1959, with about $25 million 
available for its first year, making a combined total, with the technical 
assistance program, of about $62.5 million. For 1960, it is estimated 
that the combined total will reach $75 million. 

As of the end of May, the Fund had requests for 75 projects totalin 
$81 million. Of this number, 13 projects totalling $7.5 million h 
been approved. These include nile things as an electric power survey 
in Argentina, a technical study of industrialization and economic 
integration in Central America, general development surveys in West 
Africa, a project to train industrial craft instructors in India, a pilot 
project in watershed management in Israel, and a national center for 
training supervisory industrial personnel in Poland. 

It is contemplated that these projects will actually be in operation 
during this summer, and that other project requests will be processed 
and approved during this calendar year. It is important that the 
Fund have adequate financial resources to undertake this work and 
also that the already established activities of the U.N. technical 
assistance program go forward on a gradually expanding scale. The 
proposed U.S. contribution is a reasonable one and should be approved. 

Under existing practice the U.S. contribution of 40 percent is calcu- 
lated on the basis of contributions to the central fund of the program. 
The committee bill provides that, beginning in calendar 1960, the 
U.S. contribution, while limited to 39 percent of the total, will be 
computed on the basis of contributions to the central fund plus 
the assessed and audited local costs of the programs. These assessed 
and audited local costs amount to 50 percent of the per diem subsist- 
ence allowances of U.N. experts working on technical assistance 
projects in a country. The costs are assessed by the U.N. against a 
recipient country, are paid to the U.N. by that country, and are 
audited by the U.N. in the same manner as contributions to the cen- 
tral fund. They are currently at a level of about $3 million a year. 
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The effect of the committee action will be to reduce the percentage 
of the U.S. contribution while increasing its absolute amount by 
something less than $2 million. 

Organization of American States (sec. 208(b)(2)).—This paragraph 
amends section 306(b) of the act to authorize an appropriation of not 
to exceed $1,500,000 for the fiscal year 1960 for contributions to the 
technical cooperation program of the Organization of American States. 
This is the same amount as has been authorized annually since 1955. 
Contributions are made subject to an administrative policy that they 
will not exceed 70 percent of the total. In recent years, the total 
program has amounted to between $1.7 and $1.8 million, of which the 
U.S. contribution has been between $1.2 and $1.3 million. 

The OAS technical assistance program consists entirely of regional 
training projects in such fields as statistics, rural oes training, 
agriculture, the evaluation of natural resources, industry, business 
administration, and child welfare. Aside from the contributions to 
the central account of the program, the host governments in the 
countries where these training centers are located furnish facilities 
valued at more than $2 million and local support services amounting 
to something more than a quarter of a million dollars a year. 

Although the program is a small one, it has, in the committee’s 
judgment, made a useful contribution to economic development in 

tin America. It deserves continued U.S. support. The committee 
hopes the fact that the authorization is larger than recent U.S. con- 
tributions will serve as an incentive to other countries to increase their 
own contributions. 


C. INTERNATIONAL DEVELOPMENT ADVISORY BOARD (SEC. 203(C)) 


This subsection makes a technical amendment in section 308 of the 
act which provides for the International Development Advisory Board. 
The Board consists of 13 members broadly representative of volun- 
tary agencies and of business, labor, agriculture, public health, edu- 
cation, and other groups. It is directed to “advise and consult with 
the President, or such other officer as he may designate to administer” 
technical cooperation with respect to that program, the Development 
Loan Fund, and the programs, including investment guarantees, to 
encourage free enterprise and private participation in economic devel- 
opment activities. 

As a consequence of last year’s act incorporating the Development 
Loan Fund, the officer administering technical cooperation and the 
free enterprise participation programs is no longer the same as the 
officer administering the Fund. The bill therefore amends the act to 
direct the Board to “advise and consult with the President or such 
other officer or officers as he may designate.’”” This amendment is 
necessary in order to keep the scope of the Board’s functions 
unchanged. 


10. Spectan Assistance (Src. 204(a)(1)) 


This section authorizes appropriation of not to exceed $244,620,000 
for fiscal 1960 for special assistance under the terms of section 400 of 
the act. This section authorizes assistance “designed to maintain or 
promote political or economic stability” on terms and conditions to be 
specified by the President. This assistance takes the same forms-— 
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commodities, projects, and cash transactions—as aid provided through 
defense support. 

These funds will be used to meet a wide variety of special situations 
throughout the world—in Berlin, Yugoslavia, Ethiopia, Liberia, Libya, 
Morocco, Somalia, Tunisia, Afghanistan, Jordan, Nepal, Sudan, 
Burma, Indonesia, Bolivia, and Haiti. They will also finance the 
U.S. contribution to the U.N. Emergency Force in the Middle East 
($3.5 million), and provide for programs of malaria eradication ($35 
million), community water supply development ($5 million), inter- 
national medical research ($1 million), aid to American schools abroad 
($5 million), and the investment incentive fund ($5 million). 

Although U.S. aid to Berlin is financed from special assistance funds, 
it is separately authorized and is discussed below. So is the contribu- 
tion to UNEF and aid to American schools abroad. 

Grant military assistance to Yugoslavia has been terminated, but 
special economic assistance continues. It demonstrates U.S. support 
for Yugoslav independence from the Soviet bloc and provides a modest 
amount of help for the hard-pressed Yugoslav economy. 

Ethiopia, Libya, and Morocco all provide sites for important U.S, 
military facilities. Although Ethiopia has a long history of independ- 
ence, it remains one of the poorest countries in the world. The small 
special assistance program consists of surplus U.S. cotton, preliminary 
engineering surveys, and police training equipment. Libya and 
Morocco are newly independent. Libya in particular is lacking in 
natural resources. The special assistance program includes com- 
modity imports and projects for water conservation and the discovery 
of additional water resources, the construction of chilling and cold 
storage facilities in Tripoli to help Libya increase the volume and 
improve the quality of its exports, road construction, hospital rehabili- 
tation, teacher training, and school construction. It will be seen 
that many of these projects complement technical cooperation 
activities. 

Morocco is faced with particularly difficult economic problems 
resulting from the withdrawal of French technicians and capital. 
A large part of the special assistance program will finance commodity 
imports, most of which will probably be on a loan basis and some of 
which will be surplus agricultural commodities. The local currency 
thus generated will in turn be used to carry out the Moroccan Govern- 
ment’s own development program. 

Liberia has long had a special relationship to the United States, 
and this is becoming of increasing importance in view of the rapid 
political developments taking place elsewhere in the same general 
area of West Africa. The small special assistance program will 
primarily supplement technical cooperation projects in health and 
education. 

Somalia, now a U.N. Trust Territory under Italian administration 
is scheduled to become independent in 1960. It will then be faced 
with enormous problems. Aithough Italy, under its responsibility 
as the administering power, is making significant contributions to 
Somalian development, it is important that the United States likewise 
give concrete manifestations of its interest in Somalia. The small 
special assistance program will finance the import of equipment for 
soil conservation work; water resources development; centers for 
veterinary services, hay cutting and baling, and hides and skins pro- 
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duction; beef slaughtering, storage, and canning facilities, together 

with pilot production efforts in byproducts such as bonemeal; fishery 

improvement with a pilot pickling and drying plant; and rehabilitation 

of the port of Mogadiscio. In addition, provision is made for con- 

struction of water diversion works and wells, a small demonstration 
high school, and highways. Equipment and materials will also be 
rovided for educational projects. 

Tunisia, like Morocco, is encountering special economic difficulties 
because of the French withdrawal. The special assistance proposed 
for 1960 will be divided between commodity imports, with the local 
currency proceeds going into development projects, and the dollar 
financing of water resource improvement and other works. 

Afghanistan is one of the largest recipients of Soviet economic aid, 
and it is important that the United States continue to assist in the 
country’s economic progress. The special assistance proposed for 1960 
will continue to support development of the Helmand Valley and will 
provide assistance for creating a central highway organization and a 
civil aviation administration, for supervising construction of airports, 
for conducting an open-pit coal mining operation, and for constructing 
facilities for Kabul University. 

Jordan is in one of the most difficult situations, both political and 
economic, in the Middle East, The country has met its many recent 
challenges with fortitude, but continued external assistance is neces- 
sary for its survival. Among other things, special assistance will 
finance projects in irrigation and groundwater development, afforesta- 
tion and watershed protection, highway construction and maintenance, 
and other public works. 

Nepal is in a strategic position between India and Tibet. It is 
ae to emerge into the 20th century and deserves not only a 
welcome but a helping hand from the United States. Special acsist- 
ance proposed for 1960 will be used to improve transportation and 
communications facilities and to promote the beginnings of small 
industry, 

Sudan is another country which has been going through the birth 

angs of independence—and where it is important to manifest a 

S. interest. Most of the special assistance program will finance 
commodity imports to meet consumption requirements and to provide 
raw materials and supplies so as to maintain production. Funds will 
also be devoted to development of crops which will reduce Sudan’s 
reliance on cotton, to the development of agricultural and industrial 
credit facilities, to highway construction, to expansion of facilities at 
Khartoum University, and to the development of rural water facilities. 

Burma and Indonesia are two countries which have gone through 
great political and economic difficulties but which have so far made 
their independence work. Help to them continues to be in the U.S. 
national interest. For Burma, the special assistance program in- 
cludes $1 million, on a loan basis, to finance the foreign exchange 
costs of modernizing the police force. For Indonesia, the program 
will likewise provide transportation and communications equipment 
for the police force and will, in addition, improve university facilities 
in medicine and agriculture and training facilities of the Merchant 

arine Academy, provide on-the-job training for ships’ officers, and 
furnish engineering and management advisory services to explore 
investment opportunities and prepare plans for development projects, 
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In the Western Hemisphere, Bolivia and Haiti are two countries 
with rather special difficulties. Each is in an extremely unsettled 
condition, both politically and economically. Special assistance jg 
necessary if they are to weather the storms through which they have 
been passing. 

Malaria eradication.—It is also proposed to use special assistance 
funds to the extent of $35 million to finance the U.S. part of the world- 
wide malaria eradication program now going into its third year. This 
program is aimed at eliminating malaria from areas in which more 
than 1 billion people are, or recently have been, exposed to the disease, 
More than 70 nations are participating, together with the World 
Health Organization, the Pan American Health Organization, and 
the U.N. Children’s Fund. 

This ambitious undertaking has so far been successful. Its con- 
tinued success depends upon its being vigorously pursued so that it 
can be completed before mosquitoes develop resistance to the insecti- 
cides that are being used. The total program for 1960 amounts to 
$124 million, of which it is proposed that the United States contribute 
$35 million—$30 million through bilateral programs, $3 million 
through WHO, and $2 million through the Pan American Health 
Organization. The committee considers this program important and 
urges that, if new techniques or control projects are developed, con- 
sideration be given by the executive branch to increasing the US. 
contribution in the light of other needs for special assistance funds. 

Other special assistance programs.—The worldwide community water 
supply program contemplates the training of technicians and help for 
cooperating governments in the planning and organizing of a program 
for improved water supplies. Of the $5 million which it is proposed 
to spend on this program out of special assistance funds, $1.6 million 
will be in a contribution to the World Health Organization, $1 million 
in a contribution to the Pan American Health Organization, and $2.4 
million in bilateral programs distributed as follows: Africa, $200,000; 
Far East, $400,000; Latin America, $700,000; Near East and south 
Asia, $710,000; and interregional, $390,000. 

The international medical research program will provide a contri- 
bution to the World Health Organization to support its accelerated 
activities in this field. Other research work may also be supported. 

The investment incentive fund will provide special assistance in the 

roposed amount of $5 million for selected projects, such as help for 
industrial and investment centers, to encourage countries to stimulate 
the development of the private sector of their economies. 


11. OrneR PRoGRAMS 
A. AID TO AMERICAN SCHOOLS ABROAD (SEC. 204(a) (2)) 


This subsection increases from $10 million to $20 million the amount 
of special assistance funds which the President may use to aid Ameri- 
can schools and libraries abroad. ‘This is a cumulative program over 
a number of years and not an annually recurring cost. 

It is estimated that $3 million of the existing authority will be used 
in fiscal 1959 for aid to American schools in Argentina, Bolivia, Chile, 
Nicaragua, Morocco, Guatemala, Lebanon, Indonesia, and elsewhere. 
The administration proposal contemplated using an additional $5 
million in fiscal 1960. 
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The $10 million increase authorized by the committee bill will make 
it possible also to meet certain urgent needs of the American University 
of Beirut, which is one of the outstanding educational institutions of 
the Middle East. 

The principal need is a new teaching hospital of 400 beds to replace 
the present hospital which is 70 years old and inefficient to operate. 
The AUB hospital is not only an essential adjunct of the medical 
school but is also the only fully accredited hospital available to the 
public in the area. 

The committee urges the administration to try to use U.S.-owned 
foreign currencies to provide the needed equipment and materials 
wherever possible. 


B. UNITED NATIONS EMERGENCY FORCE (SEC. 204(b)) 


This subsection adds a new section 401 to the act in which Congress 
recognizes ‘‘the important contribution of the United Nations Emerg- 
ency Force (UNEF) to international peace and security” and declares 
a policy of support for UNEF. The new section further authorizes 
the President, during fiscal year 1960, to use special assistance funds 
to make voluntary contributions to the UNEF budget. 

The contemplated contribution under authority of this section is 
$3.5 million, which will be in addition to the assessed contribution 
under regular U.N. budgetary procedures, of $4.9 million. The total 
UNEF budget for calendar year 1959 is $19 million. It is thus pro- 
posed that the United States will pay 44.2 percent. 

Since UNEF was established by the U.N. General Assembly in 
November 1956, it has made a great—perhaps an indispensable— 
contribution toward maintaining some degree of peace and stability 
in the Middle East. The principle of such a force has twice been 
endorsed by the Senate (S. Res. 15, 85th Cong., agreed to Aug. 8, 1957, 
and S. Con. Res. 109, 85th Cong., agreed to Aug. 22, 1958). 

Although the costs of UNEF a declined from $30 million in 1957 
to $19 million in 1959, they still represent a sizable amount for the 
United Nations, whose regular budget is $55 million. Although it 
would be desirable if UNEF could be totally financed from the U.N. 
regular budget, on the basis of agreed assessments on U.N. members, 
it must be recognized that this is in fact unrealistic at this time. It is 
gratifying that so large a proportion of the cost (ap roximately 75 
percent this year) is met in this fashion. Meanw Ne, the UNEF 
job is so important and is being done so well that an additional U.S. 
contribution in the amount proposed is fully warranted. 


C. SURPLUS AGRICULTURAL COMMODITIES (SEC. 204(C)) 


This subsection continues for fiscal 1960 the requirement, which has 
been in the law for several years, that not less than $175 million of the 
funds made available pursuant to the act (other than for the Develop- 
ment Loan Fund) may be used only to finance the export and sale 
for foreign currencies of surplus agricultural commodities. The 
foreign currency proceeds of these sales will in turn be used for the 
purposes of the act. 

As noted, this is the same amount as has been earmarked for this 
purpose for several years. Experience has indicated that it represents 
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approximately the amount which can be usefully employed in this 

manner. This amount is limited by the character of the needs of 

recipient countries—i.e., industrial goods rather than agricultural 

commodities—and by the purposes of the act. This section of the 

Mutual Security Act does not, of course, affect operations under 

aan Law 480, the Agricultural Trade Development and Assistance 
ct. 

Local currencies received as a result of commodity sales under this 
section are used abroad for the purposes of the Mutual Security Act 
with particular emphasis on the purposes spelled out in section 104 of 
Public Law 480 (the Roncilienat Trade Development and Assistance 
Act) which are in harmony with mutual security purposes. The 
committee is becoming increasingly concerned over the problems 
posed, both immediately and over the long term, by U.S. accumulation 
of large amounts of foreign currencies. This report is not the place 
for an exhaustive discussion of these problems. The committee 
mc the executive branch will continue its studies of this subject and 
submit specific recommendations for congressional action. In the 
meantime the committee takes this opportunity to record its view 
that rather too restricted use has been made of the authority of the 
President under section 104 of Public Law 480 to waive the require- 
ment of appropriations in the case of foreign currencies used for 
economic development grants. Subsection (e) of section 104 auth- 
orizes the use of foreign currencies accruing as a result of Public Law 
480 sales for, among other things, “promoting balanced economic 
development.” This can be done on either a grant or a loan basis, 
but if it is done through grants then section 1415 of the Supplemental 
Appropriation Act, 1953, applies and the foreign currencies become 
available only as provided for annually in appropriation acts. The 
President, however, is authorized to waive the applicability of section 
1415 in any case where he determines that the requirements of that 
section ‘‘would be inappropriate or inconsistent with the purposes” of 
title I of Public Law 480. This waiver authority has been delegated to 
the Director of the Bureau of the Budget who has so far exercised it 
only in exceptional circumstances on a case-by-case basis and in 
amounts generally less than 15 percent of the currencies available. 

Rigid insistence upon loans has acted in some instances as a limita- 
tion on the utilization of foreign currencies because of the reluctance 
of foreign countries to commit themselves to repay borrowings of their 
own currency. Inability to utilize currencies in turn inhibits further 
sales under Public Law 480. Moreover, in cases in which loans are 
made, the repayments of those loans some years hence will increase 
the accumulation of U.S.-owned foreign currencies and will aggravate 
the problems attending such accumulation. 

All countries in which there are large accumulations of Public Law 
480 currencies have great needs for investment in projects such as 
roads, schools, and health facilities. Although the emphasis of the 

rogram should continue to be on loans, the committee feels that the 
residential waiver authority should be used more liberally to make 
grants. 
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D. RESPONSIBILITIES IN GERMANY (SEC. 204(d)) 


This subsection amends section 403 of the act so as to authorize the 
President to use during fiscal 1960 not to exceed $7.5 million of special 
assistance funds ‘“‘to meet the responsibilities or objectives of the 
United States in Germany, including West Berlin.” The projects 
contemplated in Berlin will be financed in large part with deutsche 
marks derived from the sale of surplus agricultural commodities to 
the Federal Republic of Germany. 

West Berlin has made impressive economic progress under severe 
handicaps. Per capita production has increased by almost 2% times 
since 1951; and unemployment, though it still represents almost 10 

rcent of the labor force, is less than one-third of its 1950 level. 
iS. aid, which has been steadily decreasing from a level of $18 million 
in 1956, is only a fraction of aid furnished by the Federal Republic 
which this year is estimated at the equivalent of $330 million plus 
substantial tax concessions. 

West Berlin is primarily important, of course, for political reasons, 
and especially so at this particular time. U.S. assistance, which is 
concentrated in health, housing, and cultural facilities, demonstrates 
our continued support for the citizens of West Berlin and helps to 
maintain that outpost as a continued symbol of contrasts between 
free West Germany and the Soviet Zone. 


E. U.N. HIGH COMMISSIONER FOR REFUGEES (SEC. 204(e) (1)) 


This subsection amends section 405(c) of the act so as to authorize 
appropriations of not to exceed $1.1 million for fiscal 1960 for contri- 
butions to the program of the United Nations High Commissioner 
for Refugees for assistance to refugees under his mandate. 

This mandate covers assistance to refugees who fall within the area 
of international responsibility and who remain in need of help following 
the termination of the United Nations Refugee Fund at the end of 
1958. The High Commissioner’s program is concentrating on closing 
refugee camps and on helping, on an individual basis, the refugees 
most susceptible to rehabilitation. The program extends to refugees 
in Europe, primarily those who are aged or physically handicapped 
and those with children still living m camps, and to refugees of 
European origin from China, most of whom pass through Hong Kong. 

The U.S. contribution will not exceed one-third of the total con- 
tributions. Although the High Commissioner’s program has not been 
finally worked out in detail, it is anticipated that it will require $2 
million for camp closure; $900,000 for cases which are particularly 
difficult to resettle because of family circumstances, conditions which 
require institutional care, or similar factors; $500,000 for assistance to 
European refugees in Hong Kong; and $100,000 for emergency aid. 

The U.N. Refugee Fund resettled 55,000 refugees during its 4-year 
operation. It is important that continued progress be made to find 
permanent solutions for remaining refugees and for those who con- 
tinue to flee from Iron Curtain countries. These refugees are dra- 
matic demonstrations of the never-ending appeal of freedom, but 
unless they find reasonable help and opportunities in the free coun- 
tries, they become a political liability instead of a political asset. 
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F. ESCAPEES (SEC. 204(€) (2)) 


This subsection amends section 405(d) of the act so as to authorize 
an appropriation for the fiscal year 1960 of not to exceed $5.2 million 
for continuing the program of helping, training, and resettling escapees 
from the Soviet bloc. 

This program was begun in 1952 as a wholly U.S. operation to help 
selected persons escaping from Communist-dominated areas. So far, 
some sort of assistance has been given to about 400,000 persons, 
slightly more than half of whom were in the Far East and the re- 
mainder in Europe and the Near East. Efforts are concentrated upon 
resettlement and upon helping the refugees to become self-supporting 
in the countries of asylum. It is estimated that 19,600 cases will be 
on hand at the end of 1959, and 11,300 cases at the end of 1960, 
New escapees helped under the program are currently at the rate of 
something more than 10,000 a year. Operations are becoming more 
difficult and expensive as the caseload is reduced to the hard core of 
those escapees who present especially troublesome problems. 

Activities under the program, which is carried on largely through 
contracts with voluntary agencies, include advice on resettlement 
plans and opportunities, vocational and language training, medical 
and health services, and financial assistance in transportation and 
resettlement costs. 

The program supplements other refugee programs such as that of 
the U.N. High Commissioner, as well as the considerable activities of 
the countries of asylum. 


G. CHILDREN’S WELFARE (SEC. 204(f)) 


This subsection amends section 406 of the act to authorize an ap- 
propriation of not to exceed $12 million for the fiscal year 1960 for 
contributions to the United Nation’s Children’s Fund. It is esti- 
mated that this will represent 48 percent of the total contributions, 
a reduction of 2 percentage points from the current year. 

The Children’s Fund (UNICEF) is currently participating in 328 
rograms of maternal and child welfare in 97 countries and territories, 
hese programs reached more than 50 million children and expectant 

or nursing mothers in 1958. Effort is concentrated in health (partic- 
ularly malaria, tuberculosis, yaws, trachoma, and leprosy) and nutri- 
tion (particularly milk supplies). The program has been in operation 
since 1946 and has received widespread favorable comment. 


H. PALESTINE REFUGEES (SEC. 204(g)) 


This subsection authorizes an appropriation of not to exceed $25 
million for fiscal 1960, the same amount as for fiscal 1959, for contri- 
butions to the United Nations Relief and Works Agency for Palestine 
Refugees in the Near East. The committee rejected a request by 
the administration for repeal of a proviso in section 407 of the present 
law earmarking 15 percent of these appropriations for repatriation or 
resettlement of the refugees. 

The Palestine refugees present one of the world’s most difficult 
problems. They now number almost 1 million and are increasing 
at the rate of approximately 50,000 a year because of the excess of 
births over deaths and resettlements. They are kept alive, at a bare 
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subsistence level, in conditions of indescribable misery and hopeless- 
ness. The United States contributes 70 percent of UNRWA’s budget; 
most of the remainder is supplied by the United Kingdom. The level 
of subsistence of the refugees, most of whom have no other means of 
support, may be seen from the fact that in fiscal 1958 UNRWA’s 
total budget was $32.8 million for almost a million refugees. 

This is a problem which has grown steadily worse since it came into 
being in 1948 with the creation of the State of Israel. It should dis- 
turb the consciences of all human beings. Aside from the humani- 
tarian aspects, it greatly contributes to the political unrest in the 
Middle East. The situation is likely to become even more acute in 
the next year in view of the fact that UNRWA’s mandate from the 
U.N. General Assembly expires June 30, 1960. 

In a succession of reports through the years, the Committee on 
Foreign Relations has strongly urged that imaginative and determined 
steps be taken to solve this problem. The committee has said it 
would sympathetically consider requests for substantial capital con- 
tributions to projects implementing a solution. It has directed the 
President in determining whether or not to continue assistance to take 
into account “whether Israel and the Arab host governments are 
taking steps toward the resett!ement and repatriation” of the refugees. 
It has earmarked 15 percent of the funds for resettlement or repatria- 
tion and has tindisated, that more would be forthcoming if progress were 
made. 

The result of all of these efforts has been less than zero: it has been 
negative, because the problem is worse today than formerly. 

he efforts of the Department of State have been as futile and as 
unavailing as those of the United Nations. The time is long since 
past for a new approach. If the State Department and the U.N; 
cannot themselves solve the problem, they should give thought to 
finding or creating an entity which can. The International Bank for 
Reconstruction and Development might be helpful. Some type of 
secret, personal diplomacy by a universally respected figure might be 
indicated. 

The committee freely admits that it has no solution itself. This 
is not properly its function. But it is increasingly convinced that a 
solution must be found, and quickly. 


I. OCEAN FREIGHT (SEC. 204(i)) 


This subsection amends section 409(c) of the act so as to authorize 
appropriation of not to exceed $2.3 million for the fiscal year 1960 to 
pay ocean freight charges on shipments of U.S. voluntary nonprofit 
relief agencies. This will move relief supplies valued at $35 million. 
It is anticipated that 32 approved voluntary agencies will participate 
in the program in 1960 and will carry out relief activities in 40 coun- 
tries and territories. The recommended authorization is based on 
the estimates of the agencies themselves. 

These voluntary relief activities are a true reflection of the chari- 
table instincts of the American people and generate significant inter- 
national good will and understanding. The supplies which will be 
moved under this authority include clothing, medical and hospital 
supplies, school supplies, and handtools for trades and agriculture. 
The provision of ocean freight payments by the Government is a vital 
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part of the program, because most of the supplies are donated in kind 
without any cash contribution to cover transportation costs. 

It should be noted that the same agencies distribute large quantities 
of surplus agricultural commodities, but the ocean freight charges on 
these are paid separately under authority of title II of Public Law 480, 


J. ADMINISTRATIVE EXPENSES (SEC. 204(j)—(k)) 


These two subsections make four changes in the method now pro- 
vided in sections 410 and 411 of the act for authorizing appropriations 
for the expenses of administering the Mutual Defense Assistance 
Control (Battle) Act and nonmilitary assistance. 

Under the present law the expenses of carrying out the Battle Act 
are authorized to be appropriated to the President annually in section 
410. Section 411(b) carries an annual authorization for ICA adminie 
trative expenses and section 411(c) provides a continuing authorization 
of not to exceed $7 million for administrative functions of the State 
Department relating to the act. 

he amendments made by the bill repeal the separate authorization 
for Battle Act administration in section 410 and reenact authority 
in section 411(c) for the same appropriations to be made to the State 
Department. In addition, the President’s authority is continued 
to make military assistance funds available for this purpose. 

The bill alsa repeals the limitation of $7 million a year on appro- 
priations to the State Department for administrative expenses related 
to the act. It is contemplated that an appropriation of $8.4 million 
will be requested. This will include $1 million for Battle Act adminis 
tration. 

Finally, the bill amends section 411(b) so as to authorize $39.5 
million for ICA administrative expenses for fiscal year 1960. This 
is an increase of $2.7 million over the estimated actual cost of adminis- 
tration for fiscal 1959, and will provide for the additional costs of 
administering the program resulting from committee action on this 
bill. It will also, the committee expects, result in generally improved 
administration. 


K. PRESIDENT’S SPECIAL EDUCATION AND TRAINING FUND (SEC. 204(l)) 


This subsection adds a new section 412 to the act, earmarking 
military assistance funds in the amount of $10 million a year for 5 
years beginning in fiscal 1960 for educational and training programe 
for people of underdeveloped countries. 

alf of these funds are to be used for financing “‘studies, research, 
instruction, and other educational activities of citizens of underdevel- 
oped countries in educational institutions in the United States, Puerto 
Rico, and the Virgin Islands.” This program may be used to supple- 
ment activities under sections 32(b)(2) of the Surplus Property Act 
of 1944 (the Fulbright Act) and the United States Information and 
Educational Exchange Act of 1948 (the Smith-Mundt Act). The pro- 
vision of $5 million a year for this purpose over a 5-year period is in 
line with the recent recommendation of the Board of Foreign 
Scholarships. 

The other half of the $10 million provided by this section is to be 
used for training the people of underdeveloped countries in skills 
which will contribute to economic development. This activity is to 
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be carried out in accordance with the policies of the technical coopera- 
tion program, and the funds may be used to supplement technical 
assistance appropriations. 

The purpose of these two provisions is to increase the supply of 
trained people available to underdeveloped countries. The s es 
of such people is one of the greatest limiting factors not only on the 
economic development of these countries but also on the growth of 
their political maturity and stability and consequently on their 
military ability to provide for their defense. It is the intent of the 
committee that this section be broadly construed and that training 
not be limited to manual or technical skills but that it encompass the 
whole range of administrative and other skills needed to operate a 
modern government with a developing economy. 


L. INVESTMENT GUARANTEES (SECS. 204(m) AND 608) 


This subsection increases the authority to issue investment guar- 
antees from $500 million to $1 billion and limits the operation of the 
program to underdeveloped countries. 

he investment guarantee program was originally authorized by 
the Economic Cooperation Act of 1948, and has since been continued 
and expanded. In countries with which investment guarantee agree- 
ments have been negotiated, guarantees are now available for approved 
projects against inconvertibility of currency and — loss by reason 
of expropriation, confiscation, or war. Convertibility guarantees may 
be obtained in 38 countries, expropriation and confiscation guarantees 
in 34, and war damage guarantees in 8. As of December 31, 1958, 
a total of $400 million in guarantees had been issued, and pending 
applications amounted to $1 billion more. The investor pays an 
annual fee, which now amounts to one-half of 1 percent, for his 
guarantee. Fees to date have exceeded administrative expenses, and 
no guarantee has ever had to be paid. 

In the circumstances, the committee feels it is justified in recom- 
mending an increase in the total face value of guarantees that can be 
issued. ‘This increase does not require appropriations. ICA has 
authority to borrow from the Treasury to pay the guarantees, if that 
contingency should ever arise. 

The committee was disturbed, however, by the fact that, of the 
$400 million in guarantees issued to date, $321 million have been to 
cover investments in the countries of Western Europe. Further, of 
the $1 billion in pending applications, $396 million are in Western 
Europe. The program was originally established to encourage private 
investment in Western Europe, but that was at a time when Europe 
was prostrate from the war and was receiving massive Government 
economic assistance. This condition no longer exists. The focus of 
efforts to encourage private investment is now on underdeveloped 
countries. These efforts should certainly be pursued, but there is no 
reason to give this further encouragement to private investment in 
Europe. This is the reason for the committee amendment which 
limits guarantees to projects approved by the President as furthering 
“the development of the economic resources and productive capacities 
of economically underdeveloped areas.” 

Section 603 of the bill makes a technical amendment in section 
1011(a) of the Information and Education Exchange Act to exempt 
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the informational media guarantee program from the limitation to 
economically underdeveloped countries. The informational media 
guarantee program serves purposes different from those of investment 
guarantees and should continue to operate free of this limitation. 

In connection with its consideration of investment guarantees and 
also of the expanded Development Loan Fund, the committee gave 
attention to the policy, which has been stated in the act since 1953, 
that programs under the act should be carried out in such a manner as 
to encourage and foster private enterprise. 

The committee believes that care should be exercised so that pro- 
posed programs for development assistance will be carefully evaluated 
to guard against the creation of conditions which tend to give rise to 
trade barriers against U.S. private enterprise and that of other 
friendly nations. The emphasis, it is believed, should be given to 
directing assistance toward the development of resources and the pro- 
duction of goods which complement not only the economies of the 
particular country involved but that of other friendly nations of the 
free world. Only in this manner will the countries of the free world be 
able to prosper and grow together. 


M. ATOMS FOR PEACE (SEC. 204(n)) 


This subsection amends section 419(a) of the act so as authorize 
appropriation of not to exceed $6.5 million for fiscal 1960 for assistance 
designed to promote the peaceful uses of atomic energy abroad. 

This appropriation will provide $2,450,000 for foreign research 
reactors, $2,050,000 for research and training equipment, $500,000 
for an inventory and development of peaceful uses, $750,000 for con- 
tributions to the International Atomic Energy Agency, and $750,000 
for scholarships. 

The $2,450,000 programed for foreign research reactors will provide 
$350,000 toward the cost of reactors in each of seven countries. The 
research and training equipment will include such items as radio- 
isotopes and isotope laboratory equipment, subcritical assemblies, 
low-energy accelerators, and training films. The inventory and 
development program will provide technical and advisory services, 
with particular emphasis on evaluating proposed projects. The 
scholarship program, which is administered by the National Academy 
of Sciences under a contract with ICA, contemplates about 100 
scholarships during the 1960-61 academic year. For proper planning, 
funds will have to be available during fiscal 1960. 

All of these activities under the general heading of atoms for peace 
represent a relatively small expenditure of dollars and have great 
long-term potentialities. 


12. Contincency Funp (Cu. III) 


Section 301 of the bill amends section 451(b) of the act so as to au- 
thorize appropriation of $180 million for the President’s contingency 
fund for fiscal 1960. 

A fund of this nature of varying size has been provided annually 
to meet requirements which are either entireiy unforeseen at the time 
the program is authorized or which, though anticipated in general 
terms, are not sufficiently clear to justify specific programing. By 
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definition, it is impossible at this time to foresee the uses which may 
be made of the contingency fund. On the basis of experience, however, 
it may confidently be predicted that occasions calling for use of the 
fund will arise in amounts approximating the $180 million authori- 
gation. There may be a reoccurrence of events such as the Middle 
Eastern crisis of the summer of 1958 or the Taiwan Straits crisis of the 
autumn of that year. New needs may arise for emergency relief in 
meeting natural disasters such as floods, famines, and epidemics. 
Beyond the immediate requirements for relief, such disasters may 
make it necessary to increase the amount of defense support or eco- 
nomic assistance programed for the countries involved. Unfavorable 
weather, short of a disaster, may produce a poor crop instead of a 
normal one and require additional assistance. World economic condi- 
tions may change, so that a country largely dependent on a single 
export, as the Sudan is on cotton or Bolivia on tin, will need either more 
or less assistance. Or a combination of causes may give rise to a 
particular set of political and economic conditions in which a relatively 
small infusion of American aid, given quickly, can capitalize on favora- 
ble developments or reduce the impact of ila vosehls developments. 

Under existing provisions of the law, which are unchanged by the 
committee bill, the President may use up to $100 million of the con- 
tingency fund without regard to the requirements of mutual security 
legislation whenever he determines that such use is important to the 
security of the United States. These requirements may also be 
waived with respect to $150 million of other funds made available 
under the act. Up to $50 million may be used on an unvouchered 
basis, but no more than $30 million may be allocated to any one na- 
tion in any fiscal year. 

The contingency fund, coupled with this special authority of the 
President, has been a very useful device in past years, and there is no 
reason to suppose that it will not be equally useful in the future. 


13. GENERAL AND ADMINISTRATIVE PROVISIONS 


A. TRANSFERABILITY OF FUNDS (SEC. 401 (a) AND (j)) 


One of these sections increases the President’s authority to transfer 
funds and the other curtails it. 

Section 401(a) amends section 501 of the act to provide that as 
much as 30 percent of military assistance funds may be transferred 
to and consolidated with funds made available for nonmilitary uses 
in technical cooperation, special assistance, and other economic pro- 
grams except defense support and the Development Loan Fund. 
This authority is granted to the President, in the language of the 


bill— 


in view of the rapidly increasing danger to the independence 
of friendly countries which is presented by the trade and 
assistance programs of international communism. 


The committee frankly does not know if this authority will be, or 
even if it can be, used. It is in any case permissive and not manda- 
tory. Its inclusion in the bill reflects, as do many other sections of the 
bill, the committee’s growing concern that the mutual security pro- 
gram is putting too much emphasis on military affairs and too little 
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on economic affairs, that it is directed at a threat which is diminishing 
while it underestimates a threat which is increasing. : 

Section 401(j) adds a new section 551 to the act prohibiting the 
President from using his transfer or other special authority to aug- 
ment appropriations for administrative expenses. The limitation 
applies to the administration of both military and nonmilitary pro- 
grams. ‘This section results from past actions of the administration 
examples of which are the use of defense support money to meet the 
cost of a pay increase and of other program money to pay the expenses 
of the Fairless Committee studying the program. 

Congress provides extraordinary authority to the President in order 
to enable him to meet extraordinary situations affecting the security 
of the United States. The committee does not believe that pay in- 
creases and advisory groups fall within this category. The new 
language will prevent the cited instances from recurring. 


B. TERMINATION OF ASSISTANCE (SEC. 401(b)) 


This subsection directs the President to include in his recommenda- 
tions to the Congress for the fiscal year 1961 mutual security program 
a specific plan for progressively reducing and ultimately eliminatin 
grant aid of a defense support or special assistance character in eac 
country receiving this type of assistance. 

Grant programs of this nature have demonstrated a tendency to 
perpetuate themselves. They would be much more tolerable if pre- 
sented as part of a specific plan, the fulfillment of which would in itself 
lead to their elimination. This was the technique of the Marshall 
plan; and although the experience of the Marshall plan cannot easily 
or totally be transferred to Asia or Africa, the committee feels that 
there has been absent in these areas the kind of imaginative planning 
which is necessary if long-range objectives are to be acon tial 

It is the purpose of the committee amendment to stimulate this kind 
of planning. The committee is fully aware that in some countries 
conditions are so unstable as to make realistic planning impracticable, 
and the committee expects that in the President’s recommendations 
next year there will be some countries in which the early end of such 
grant aid cannot be foreseen. But the committee will look with 
disfavor on any recommendations in which the list of such exceptional 
countries is very long. 

It should also be pointed out that there is no time limit in the 
amendment for the elimination of assistance. This is to enable plan- 
ning to take account of varying conditions. It does not contemplate 
planning which is long range in the sense that it calls for elimination 
of grant aid a generation hence. 

Finally, it should be emphasized that the amendment applies only 
to grant defense support or special assistance. It does not apply to 
loans. Indeed, one of its purposes is to encourage plans for the use of 
grants to bring a country to a level of development at which loans can 
be supported. 

This amendment looking to the elimination of grants is consistent 
with the committee’s action of increasing loan programs in other sec- 
tions of the bill. 
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C. MACHINE TOOLS FOR SMALL BUSINESS (SEC. 401(C)) 


This subsection adds a new authorization for appropriation for 
fiscal 1960 of not more than $2.5 million to furnish Government- 
owned machine tools and other equipment to small business concerns 
in underdeveloped countries. 

Authority for this kind of activity already exists in the act, but 
the committee desires to emphasize its desirability and the separate 
authorization herein provided is to be considered as a supplement to 
existing authority, rather than a limitation on it. 

Many agencies of the U.S. Government own substantial quantities 
of machine tools which are obsolescent or excess to present needs. 
These tools can make a spectacular contribution to economic develop- 
ment in endalovehoned countries, particularly when they can be 
placed in the hands of small business concerns. The encouragement 
of small business in these countries will have the further benefit of 
shaping the nature of economic development toward a free, competi- 
tive society, rather than one dominated by a few giant firms. 

It is contemplated that the appropriation herein authorized will be 
used to reimburse the Government agencies which now own the 
machine tools and to pay the costs of transportation. 


D. LOAN REPAYMENTS (SEC. 401(d)) 


This subsection amends section 505 of the act in regard to the use 
of funds received in repayment of loans, other than those of the De- 
velopment Loan Fund. The law now provides that repayments, in- 
cluding interest, shall be held by the Treasury for such further uses as 
may be authorized by Congress. The purpose of this subsection is to 
specify these further uses. 

First, all dollar repayments are to be deposited into miscellaneous 
receipts of the Treasury. 

Second, foreign currency repayments, to the extent that they are 
needed by other Government agencies, may be sold to these agencies 
for dollars, and the dollars thus received will be deposited into miscel- 
laneous receipts. 

Third, to the extent that foreign currency repayments are excess to 
the requirements of Government agencies for payment of their obliga- 
tions abroad, they are to be credited to the Development Loan Fund 
and made available for further lending by the Fund. 

Provision is made to insure that foreign currencies received in re- 

ayment of loans will continue to be available on a preferential basis 
or the purposes of the educational exchange program. 


E. AUTHORITY OF SECRETARY OF STATE AND AMBASSADORS (SEC. 401(e)) 


This subsection makes two amendments in section 523 of the act to 
strengthen the powers of the Secretary of State and Ambassadors to 
coordinate the program with foreign policy. 

The Secretary of State is now authorized to coordinate the various 
parts of the program and to determine the value of the military assist- 











36 MUTUAL SECURITY ACT OF 1959 


ance program for any country. As revised by the committee, the 
provision will read: 


Under the direction of the President, the Secretary of 
State shall be responsible for the continuous supervision and 
os direction of the assistance programs authorized by 
this act, including but not limited to determining whether 
there shall be a military assistance program for a country and 
the value thereof, to the end that such programs are effec- 
tively integrated both at home and abroad and the foreign 
policy of the United States is best served thereby. 


The language speaks for itself. It emphasizes the committee’s 
view that the mutual security program, in its separate parts and in 
its totality, is a tool of American foreign policy and its use should be 
directed by the officials responsible for American foreign policy— 
namely, the President and the Secretary of State. 

The other amendment is aimed at strengthening the hand of ambas- 
sadors in coordinating the program in foreign countries. This amend- 
ment provides that the chief of the diplomatic mission shall make sure 
that recommendations of U. S. representatives pertaining to military 
assistance in each country “are coordinated with political and economie 
considerations.”” It further provides that the chief of diplomatic 
mission’s comments “shall accompany such recommendations if he so 
desires.”’ 

The American ambassador now has authority, under the law and 
under an Executive order, to coordinate assistance programs. The 
purpose of this amendment is to make clear that Congress thinks it is 
important for this authority to be exercised, particularly with regard 
to taking political and economic considerations into account in making 
up military assistance programs. The committee feels that there are 
some instances in which this has not been done. There is evidence 
that in some countries military force goals have always been too big. 
In others, force goals which were once realistic could now be reduced. 
In still others, military and economic assistance are out of all propor- 
tion to the real needs of the country and the long-term interests of the 
United States. 

The committee hopes that this amendment will induce more ambas- 
sadors to take their jobs more seriously in this respect. 


F. ADMINISTRATION (SECS. 401(f)—(i), 204(h), AND 602) 


These sections make several changes relating to administration of 
the act and to its annual presentation to Congress, as well as two 
technical amendments to the existing law. 

NATO International Staff (sec. 204(h)). —This subsection amends 
section 408(c) of the act which now provides that Foreign Service 
Reserve officers who are detailed to the NATO International Staff may 
serve for more than 4 years notwithstanding the limitation in section 
522 of the Foreign Service Act. At the time the act was passed, this 
section prov ided that Foreign Service Reserve officers could serve in 
nonconsecutive periods of not more than 4 years. During the 84th 
Congress, it was amended to make that limit 5 years. The bill amends 
the Mutual Security Act to make it consistent with the Foreign Service 
Act; i.e., to allow Foreign Service Reserve officers detailed to NATO 
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to serve more than 5 (instead of more than 4) years notwithstanding 
the limitation of the Foreign Service Act. 

Supergrades (sec. 401(f)).—This subsection increases by 15—that 
is, from 35 to 50—the number of persons who may be employed in 
the United States on programs authorized by the act and compen- 
sated at rates higher than those provided for grade 15 of the general 
schedule established by the Classification Act. This means, in effect, 
at rates provided by grades 16, 17, and 18, or between $14,190 and 
$17,500 a year. 

ICA and the office of the State Department concerned with coordi- 
nating mutual security programs do not share in the governmentwide 
pool of supergrades and are therefore dependeat on the specific 
authority provided by the Mutual Security Act. This includes, of 
course, authority under that act and the Foreign Service Act to assign, 
in their Foreign Service status, employees holding Foreign Service 
Reserve or Staff appointments to Washington positions. The admin- 
istrative shortcomings of the program which have received so much 
congressional and public attention recently clearly indicate the need 
for strengthening top management. The committee hopes that these 
additional supergrade positions will be used for this end. 

ICA automobiles (sec. 401(g)(1)).—This subsection inereases from 
$3,300 to $3,800 the maximum amount which may be paid, including 
exchange allowance, for each replacement automobile for chiefs of 
U.S. operations missions which administer nonmilitary assistance 
abroad. ‘This is a reflection of increased prices and is not intended 
to provide better automobiles. 

Korean housing (sec. 401(qg)(2)).—This subsection increases from $26 
million to $27.75 million the amount of Korean aid funds which may 
be used to provide housing and other facilities for persons carrying 
out the assistance program in Korea. This is the fourth increment 
of such authority, provided in terms of a cumulative ceiling. It has 
been used to construct office space as well as housing and other sup- 
porting facilities. 

Presentation to Congress (see. 401(g)(3))—A further amendment to 
section 537(f) of the act is designed to insure not only that Congress 
has clearer information before it when considering the mutual security 
program but also that the executive branch will give more careful 
attention to certain factors involving the relationship of defense sup- 
port and military assistance. The law now provides that during the 
annual presentation of the program to Congress, the executive branch 
shall submit “a detailed explanation of the method by which the pro- 
posed programs for each country have been arrived at * * *, including 
all significant factors considered in arriving at such proposed pro- 
grams.” 

This general language is replaced by more specific requirements in 
regard to defense support and special assistance. It will require that, 
with respect to each country, there must be submitted: 

1. “A clear and detailed explanation of the proposed level of aid.” 

2. A listing of all significant factors considered in determining the 
level of aid. 

3. The reason for including each factor and an explanation of the 
manner in which each factor is related to the specific dollar figure 
constituting the proposed level of aid. 


59003°—59 SS. Rept., 86-1, vol. 3-64 








38 MUTUAL SECURITY ACT OF 1959 


4. With respect to each country for which defense support is pro. 
posed, “a clear and detailed explanation * * * of the determination 
of the particular level of forces to be supported” by the proposed 
military assistance program. 

5. The factors considered in arriving at the determination of the 
level of forces in each country. 

6. A detailed explanation of the reason for any differences in the 
level of forces supported by military assistance and the total level of 
forces maintained in a country. 

This information, especially that required by the last three points 
listed above, should result in a more realistic fixing of strategic and 
MAP-supported force levels, particularly in underdeveloped countries. 

Technical amendments (secs. 401 (h)—(i)).—Section 401(h) makes 
two technical amendments in section 543(d) of the act which con- 
tinues available funds appropriated pursuant to provisions of the 
Mutual Security Act of 1954 pepiialed te 1956, 1957, or 1958. The 
amendment strikes out the reference to these specific dates and inserts 
a reference to provisions repealed “‘subsequent to the time such funds 
are appropriated.’”’ This will obviate annual amendments in this 
section. A further amendment repeals an obsolete sentence of the 
same section relating to the use of funds prior to June 30, 1958. 

Section 401(i) repeals section 549 of the act which made 25 percent 
of specified funds available on a 15-month basis. This authority is 
obsolete in view of subsequent action making some of these funds 
available until expended and eliminating a separate authorization for 
the others. 

Foreign Service Reserve Officers (sec. 602).—This section amends 
section 522 of the Foreign Service Act to make it possible to keep in 
service in certain circumstances Foreign Service Reserve officers who 
have completed the maximum 5-year tour of duty provided for 
Reserve officers by the law as it now stands. Under the amendment, 
in cases in which the Secretary of State deems it to be in the public 
interest to continue a Foreign Service Reserve officer in service, he 
may reappoint the officer for an additional period of not more than 
5 years. This amendment will make it possible to keep in service 
Reserve officers who are performing wachel functions and who, by 
reason of training and experience, would be difficult if not impossible 
to replace. Without the amendment, these officers could not be 
retained in their present assignments, and the principal loser would be 
the U.S. Government. 


G. INFORMATION POLICY (SEC. 401(j)) 


The subsection adds a new section 550 to the act designed to make 
more information about the mutual security program available to the 
public. The new section provides that, in the semiannual reports to 
Congress already required by the act and in response to inquiries from 
the public or to requests from Members of Congress, the President 
sha]l ‘‘make public all information concerning the mutual security 
program not deemed by him to be incompatible with the security of 
the United States.”’ 

The committee is strongly dissatisfied with the prevailing policies 
of the executive branch regarding classification of information about 
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the program on security grounds. It gave serious consideration to 
going even further in writing a legislative requirement for declassifica- 
tion. It refrained from doing so on two principal grounds. First, 
this is an area in which it is peculiarly difficult to write specific legis- 
lative requirements which will meet all conceivable situations. 
Second, the committee hopes that the language which is recommended 
will result in a more liberal information policy. 

This is a field in which there must necessarily be a large amount of 
executive discretion. ‘The source of the committee’s dissatisfaction 
is the feeling that this executive discretion has been very poorly 
exercised. There is much in the mutual security program which is 
legitimately classified on grounds of national security. But there is 
also much—altogether too much—which’ is classified simply for 
administrative convenience or to avoid embarrassment. It is ridic- 
ulous to announce publicly that intermediate range ballistic missiles 
are going to the United Kingdom and to keep secret the types of 
equipment that are going to Chile. 

The committee believes that much of the public misunderstanding 
of the mutual security program can be traced to the lack of informa- 
tion about it. Many of the recent criticisms of the program could be 
answered by a greater disclosure of the facts. The committee expects 
the executive branch to move substantially in the direction of greater 
freedom of information and, in interpreting the new language of the 
law, to construe strictly the phrase “incompatible with the security 
of the United States.” 

At the same time, the committee is aware of the problem posed by 
section 508 of the act, which prohibits the use of funds for “the dis- 
semination within the United States of general propaganda in support 
of the mutual security program.” It is admittedly difficult to draw a 
hard and fast distinction between information and propaganda so as 
to fit all possible cases. But this problem, in the committee’s view, 
is more theoretical than real. As used in section 508, “general propa- 
ganda”’ should be very narrowly construed and should not inhibit 
action through all appropriate media to make more information about 
the program available to the American people. 


14. INTERNATIONAL CoopERATION IN Heattx (Sec. 501) 


This section is a policy statement recognizing the importance of 
international health problems and affirming the policy of the United 
States ‘‘to accelerate its efforts to encourage and support international 
cooperation in programs directed toward the conquest of diseases and 
other health deficiencies.” 

This policy is not only humanitarian; it also recognizes that the 
ravages of disease inhibit economic development through lowering 
productivity and that, with the increased volume and speed of travel, 
the attack on disease must be an international endeavor in the self- 
interest of all concerned. 

In the illustrative program submitted by the administration, there 
is included approximately $85 million, spread through several 
categories of assistance, for health activities. Th addition, some of the 
activities of the Development Loan Fund—as, for example, water 
supply loans—are directly related to health. The committee views 
these as important and hopes the administration will give sympathetic 
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consideration to possibilities which may present themselves for 
ursuing health work even more vigorously. The committee also 
ooks with favor on the international activities of the U.S. Publie 
Health Service. 


15. Cotompo Pian Councit (Sec. 502) 


This section authorizes appropriation to the Department of State 
of such sums as may be necessary for the payment by the United States 
of its share of the expenses of the Colombo Plan Council for Technica] 
Cooperation. ‘These expenses, which are borne equally by the 18 
members of the Council, now amount to $108,000 a year, of which 
the U.S. share is $6,000. 

The Colombo Plan is neither a plan nor an operating entity to carry 
outa plan. It is a loose association of Asian and Western states con- 
cerned with problems of economic development in free Asia and serves 
as a clearinghouse for information about the needs for, and avail- 
ability of, technical and other assistance for economic development, 
Such assistance as is furnished in the Colombo plan area is entirely 
on a bilateral basis between the furnishing and the receiving state. 

Although the United States has been a member of the Colombo 
Plan Consultative Committee since the plan’s beginnings in 1950, it 
has been a formal member of the Council only since January of this 
year. This authorization will provide the basis for the modest US. 
contributions to the work of the Council and its Bureau of Technical 
Cooperation which is carried on by a small staff in Colombo. 

The Colombo plan has performed a useful function in stimulating 
planning for economic development in South Asia and in coordinating 
the needs for technical help with the availability of technicians. It 
has been particularly useful in drawing Commonwealth nations and 
Japan into the development programs of south Asian nations, and it 
is to the U.S. interest to encourage this kind of cooperation still further. 


16. Forrrgn LaneuaGe Strupy (Sc. 601) 


This section amends the act providing basic authority for the 
Department of State (Public Law 885, 84th Cong., 70 Stat. 890) by 
adding a new section 16(a) to authorize grants to teachers of modern 
foreign languages at the elementary, secondary, or university level 
for summer study abroad in the area in which the language they are 
teaching is commonly used. Authority is given the Secretary of State 
to use foreign currencies or credits for this purpose and to enter into 
appropriate executive agreements with foreign governments to make 
such currencies available. 

The purpose of this section is to improve the quality of foreign 
language teaching in the United States and to increase the number of 
teachers of foreign languages available to schools and colleges. The 
lack of adequate foreign language skills among our people generally 
is one of the weakest spots in the world posture of the United States 
today. This lack can only be remedied by a long-range effort to in- 
crease and improve the teaching of foreign languages in the public 
schools, and the first step must be to increase the supply of com- 
petent teachers. Teachers do not, generally speaking, have the finan- 
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cial resources to provide language training for themselves. It is neces- 
sary, therefore, for some kind of subsidy to be arranged if the desired 
end is to be attained. 

The committee can think of no better way to use foreign currencies 
which are accumulating with such rapidity in many countries. 
Modern language teachers are in such short supply in the United 
States that the program has inherent limitations as to cost. Further, 
most foreign currencies now being accumulated are in countries where 
something other than a West European language is commonly used. 
This will further tend to limit the program, though it is, in another 
respect, an advantage. Although the United States is short even of 
people who speak French and Spanish, it is,in a much more disadvan- 
tageous position with regard to people who speak Arabic or Japanese. 

The committee hopes that the authority provided by this section 
will be taken seriously by the Department of State and by the language 
teachers of the country. This authority will not, in itself, solve the 
foreign language problems of American education. But if it is used 
soberly and determinedly, it can, over a period of years, make a 
significant contribution to the solution of those problems. 


+ 


17. NATO Par.iAMENTARIANS’ CONFERENCE (Src. 604) 


A final section of the bill authorizes appropriation of $100,000 to 
meet the expenses of the United States in connection with the meeting 
in Washington in November this year of the NATO Parliamentarians’ 
Conference. 

The invitation to the Conference to meet in Washington in 1959 
was extended in House Concurrent Resolution 34 of the 86th Congress, 
which passed the House March 16 and the Senate April 30, 1959. 
At that time, it was contemplated that if the invitation were accepted, 
which it has been, appropriations in the order of $100,000 would be 
necessary to provide the necessary facilities for simultaneous trans- 
lation, reproduction of documents in two languages, verbatim report- 
ing services and office equipment. 

The NATO Parliamentarians’ Conference held its first four annual 
meetings in Paris in NATO headquarters in the Palais de Chaillot. 
The American delegation last year voted to invite the Conference to 
meet in Washington in 1959, and this invitation was ratified by the 
Congress in the spring of this year. It seems wholly appropriate 
that this be done and that adequate facilities be provided for a 
successful meeting. The estimate of $100,000 is based on the cost 


to the United States of being host to the Interparliamentary Union 
in 1953. 
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CHANGES IN Existinae Law 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes jn existing law made by the bill, as 
reported, are shown as follows (existing tote proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


AN ACT To “eager the security and foreign policy of the United States by 
furnishing assistance to friendly nations, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited 
as the “Mutual Security Act of 1954.” This Act is divided into 
chapters and titles, according to the following table of contents: 


TABLE OF CONTENTS 


Chapter I—Munrrary AssIsTaANCE 
Chapter II—Economic AssisTANCE 
Title —Derense Support 
Title [I—Derve.Lorpment Loan Funp 
Title III—TecunicaL CooPpERATION 
Title [V—Sprectat AssISTANCE AND OTHER PROGRAMS 
Chapter III—Contineency Funp 
Chapter IV—GENERAL AND ADMINISTRATIVE PROVISIONS 


[Sec. 2. Srarement or Potacy.—(a) The Congress of the United 
States recognizing that the peace of the world and the security of the 
United States are endangered as long as international communism 
and the nations it controls continue by threat of military action, use of 
economic pressure, internal subversion, or other means to attempt to 
bring under their domination peoples now free and independent and 
continue to deny the rights of freedom and self-government to peoples 
and nations once free but now subject to such domination, declares 
it to be the policy of the United States to continue as long as such 
danger to the peace of the world and to the security of the United 
States persists to make available to free nations and peoples upon 
request assistance of such nature and in such amounts as the United 
States deems advisable compatible with its ewn stability, strength, 
and other obligations, and as may be needed and effectively used by 
such free nations and peoples to help them maintain their freedom. 

[(b) It is the sense of the Congress that inasmuch as— 

[(1) the United States, through mutual security programs, has 
made substantial contributions to the economic recovery and re- 
habilitation of the nations of Western Europe; 

[(2) due in part to those programs, it has been possible for such 
nations to achieve complete economic recovery and to regain their 
military strength; and 

[(3) certain other friendly nations of the world remain in need 
of assistance in order that they may defend themselves against 
aggression and contribute to the security of the free world, 

those nations that have been assisted in their recovery should, in the 
future, share with the United States to a greater extent the financial 
burden of providing aid to those countries which are still in need of 
assistance of the type provided under this Act. 

[(c) It is the sense of the Congress that assistance under this Act 
shall be administered so as to assist other peoples in their efforts to 
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achieve SS ey or independence under circumstances which 
will enable them to assume an equal station among the free nations 
of the world and to fulfill their responsibilities for self-zovernment 
or independence. } 

Sec. 2. Srarement or Poticy.—(a) Through programs of assistance 
authorized by this Act and its predecessors, the United States has hel 
thwart Communist intimidation in many countries of the world, helped 
Europe recover from the wounds of World War II, supported defensive 
military preparations by nations alerted by Communist aggression, and 
has soundly begun to help peoples of economically underdeveloped areas 
to develop their resources and improve their living standards. 

(6) Programs authorized by this Act continue to serve the following 
principal purposes: 

(1) The Congress of the United States perceives the identity of 
interest which exists between the people of the United States and the 
peoples of other lands who are striving to establish and develop 
politically independent and economically viable units, to produce 
more goods and services and improve ways of living by methods 
which reflect popular will, and to establish responsible governments 
which cooperate with like-minded governments. The Congress de- 
clares it to be a primary objective and need of the United States to 
share these strivings giving generously of our knowledge and 
substance to peoples willing to work energetically toward these ends. 

(2) The Congress of the United States recognizes that the peace 
of the world and the security of the United States are endangered as 
long as international communism and the nations it controls continue 
by threat of military action, use of economic pressure, % 
subversion, or other means to attempt to bring under their domination 
peoples now free and independent and continue to deny the rights of 
freedom and self-government to peoples and nations once free but 
now subject to such domination. e Congress declares it to be the 
policy of the United States to continue as long as such danger to the 
peace of the world and to the security of the United States persists to 
make available to free nations and peoples upon request assistance of 
such nature and in such amounts as the United States deems advisable 
compatible with its own stability, strength, and other obligations, 
and as may be needed and effectiwely used by such free nations and 
peoples to help them maintain their freedom. 

(c) It is the sense of the Congress that inasmuch as— 

(1) the United States, through mutual security programs, has 
made substantial contributions to the economic recovery and re- 
habilitation of the nations of Western Europe, 

(2) due in part to those programs, it has been possible for such 
nations to achieve complete economic recovery and to regain their 
military strength, and 

(3) certain other friendly nations of the world remain in need of 
assistance in order that they may defend themselves against aggression 
and contribute to the security of the free world, 


those nations that have been assisted in their recovery should, in the future, 
share with the United States to a greater extent the Jinancial burden of 
providing aid to those countries which are still in need of assistance of 
the type provided under this Act 

(d) It is the sense of the Congress that assistance under this Act shall 
be administered so as to assist other peoples in their efforts to achieve 
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self-government or independence under circumstances which will enable 
them to assume an equal station among the free nations of the world and 
to fulfill their responsibilities for self-government or independence. To 
this end, assistance shall be rendered where appropriate and feasible in 
such a way as to promote the emergence of political units which are 
economically viable, either alone or in cooperation with neighboring units, 


Cuapter I—Munitary AssisTANCE 
* * * * * +. * 


Sec. 103. AuTrHorizations.—(a) There is hereby authorized to be 
appropriated to the President for use beginning in the fiscal year 
[1959] 1960 to carry out the purposes of this chapter not to exceed 
[$1,605,000,000] $1,600,000,000, which shall remain available until 
expended: Provided, That of the funds made available pursuant to this 
section, $1,100,000,000 shall be available only for assistance to countries 
party to the North Atlantic Treaty or for actwities of the North Atlantic 
Treaty Organization in such countries. Programs of military assistance 
subsequent to the fiscal year 1960 program shall be budgeted so as to 
come into direct competition for financial support with other activities 
and programs of the Department of Defense. 

(b) Funds made available pursuant to subsection (a) of this section 
shall be available for the administrative and operating expenses of 
carrying out the purpose of this chapter including expenses incident 
to United States participation in international security organizations, 

(c) When appropriations made pursuant to subsection (a) of this 
section are used to furnish military assistance on terms of repayment 
within ten years or earlier such assistance may be furnished, notwith- 
standing sections 105, 141, and 142, to nations eligible to purchase 
military equipment, materials, and services under section 106. When 
appropriations made pursuant to this section are used to furnish mili- 
tary assistance on terms of repayment within three years or earlier, 
dollar repayments, including dollar proceeds derived from the sale of 
foreign currency received hereunder to any United States Government 
agency or program, may be credited to the current applicable appro- 
priation and shall be available until expended for the purposes of mili- 
tary assistance on terms of repayment, and, notwithstanding section 
1415 of the Supplemental Appropriation Act, 1953, or any other pro- 
vision of law relating to the use of foreign currencies or other receipts 
accruing to the United States, repayments in foreign currency may be 
used for the purposes of this chapter: Provided, That the authority in 
this sentence shall apply to repayments from not to exceed $175,000,000 
of the appropriations used for such assistance. 

* * a ” * * * 


Sec. 105. Conpitions AppLicABLE TO Mitirary AssiIstaNnce.—(a) 
Military assistance may be furnished under this chapter to any nation 
whose increased ability to defend itself the President shall have 
determined to be important to the security of the United States and 
which is otherwise eligible to receive such assistance. Equipment and 
materials furnished under this chapter shall be made available solely 
to maintain the internal security and legitimate self-defense of the 
recipient nation, or to permit it to participate in the defense of its 
area or in collective security arrangements and measures consistent 
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with the Charter of the United Nations. The President shall be 
satisfied that such equipment and materials will not be used to under- 
take any act of aggression against any nation. 
(b) In addition to the authority and limitations contained in the 
preceding subsection, the following provisions shall apply to particular 
reas: 

‘ (1) The Congress welcomes the recent progress in European 
cooperation and reaffirms its belief in the necessity of further 
efforts toward political federation, military integration, and eco- 
nomic unification as a means of building strength, establishing 
security, and preserving peace in the North Atlantic area. In 
order to provide further encouragement to such efforts, the Con- 
gress believes it essential that this Act should be so administered 
as to support concrete measures to promote greater political fed- 
eration, military integration, and economic unification in Europe, 
including coordinated production and procurement programs par- 
ticipated in by the members of the North Atlantic Treaty Organ- 
ization to the greatest extent possible with respect to military 
equipment and materials to be utilized for the defense of the 
North Atlantic area. 

(2) Military assistance furnished to any nation in the Near 
East and Africa to permit it to participate in the defense of its 
area shall be furnished only in accordance with plans and ar- 
rangements which shall have been found by the President to re- 
quire the recipient nation to take an important part therein. 

(3) In furnishing military assistance in Asia, the President 
shall give the fullest assistance, as far as possible directly, to 
the free peoples in that area, including the Associated States of 
Cambodia, Laos, and Vietnam, in their creation of a joint organi- 
zation, consistent with the Charter of the United Nations, to 
establish a program of self-help and mutual cooperation designed 
to develop their economic and social well-being, to safeguard 
basic rights and liberties, and to protect their security and inde- 

endence. 

: [(4) Military assistance may be furnished to the other Amer- 
ican Republics only in accordance with defense plans which shall 
have been found by the President to require the recipient nation 
to participate in missions important to the defense of the Western 
Hemisphere. The President annually shall review such findings 
and shall determine whether military assistance is necessary. 
Internal security requirements shall not normally be the basis 
for military assistance programs to American Republics.] 

(4) Military equipment and materials may be furnished to the 
other American Republics only in furtherance of missions directly 
relating to the common defense of the Western Hemisphere which 
are found by the President to be important to the security of the United 
States, or for assistance to an international military force under the 
control of the Organization of American States for the protection o 
nations against external aggression. The President annually s 
review such findings and shall determine whether military assistance 
is necessary. Internal security requirements shall not be the basis 
for military assistance programs to American Republics. Of the 
Junds made available pursuant to section 103(a), not more than 
$65,000,000 shall be available for military assistance in American 
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Republics during the fiscal year 1960. An additional $31,500,000 
shall be available during the fiscal year 1960 only for assistance to 
an international military force under the control of the Organization 
of American States: Provided, That any balance remaining from 
such $31,500,000 not so used may be transferred from the military 
assistance account to the special assistance account (sec. 400(a)) and 
shall be available under the terms of that section only to promote 
economic development in Latin America. 

(5) To the extent feasible and consistent with the other purposes 
of this chapter, administrators of the military assistance program 
shall encourage the use of foreign military forces in underdeveloped 
countries in the construction of public works and other activities 
helpful to economic development. 

(6) Military assistance to a country found by the Secretary of 
State to be underdeveloped shall, unless the Secretary authorizes an 
exception, be programed, and force goals shall be recommended, 
according to the principle that economic development needs shall 
have first call on the internal resources of such country. 


Cuapter II—Economic ASSISTANCE 
TITLE I—DEFENSE SUPPORT 


Sec. 131. Generat AuTHority.—(a) The President is hereby au- 
thorized to furnish, to nations and organizations eligible to receive 
military assistance under Chapter I, or to nations which have joined 
with the United States in a regional collective defense arrangement, 
commodities, services, and financial and other assistance specifically 
designed to sustain and increase military effort. In furnishing such 
assistance, the President may provide for the procurement and trans- 
fer from any source of any commodity or service (including process- 
ing, storing, transporting, marine insurance, and repairing) or any 
technical information and assistance. 

(b) There is hereby authorized to be appropriated to the Presi- 
dent for use beginning in the fiscal year [19597 1960 to carry out the 
purposes of this section not to exceed [$810,000,0009 $835 ,000,000, 
which shall remain available until expended. 

(c) In providing assistance in the procurement of commodities in 
the United States, United States dollars shall be made available for 
marine insurance on such commodities where such insurance is placed 
on a competitive basis in accordance with normal trade practice pre- 
vailing prior to the outbreak of World War II: Provided, That in the 
event a participating country, by statute, decree, rule, or regulation, 
discriminates against any marine insurance company authorized to do 
business in any State of the United States, then commodities purchased 
with funds provided hereunder and destined for such country shall 
be insured in the United States against marine risk with a company 
or companies authorized to do a marine insurance business in any 
State of the United States. 

(d) To the extent necessary to accomplish the purposes of this 
section in Korea (1) assistance may be furnished under this section 
without regard to the other provisions of this title or chapter I and 
(2) the authority provided in section 307 may be exercised in fur- 
nishing assistance under subsection (a) of this section; and funds 
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available under this section may be used for payment of ocean freight 
charges on shipments for relief and rehabilitation in Korea without 
regard to section 409 of this Act. 


* * * » . * 8 








TITLE II—DEVELOPMENT LOAN FUND 





¥ * * * * * * 


[Sec. 203. CapiraLizarion.—(a) There is hereby authorized to 
be appropriated to the President without fiscal year limitation, for 
advances to the Fund, not to exceed $500,000,000. In addition, there 
is hereby authorized to be appropriated to the President without fiscal 
year limitation, for advances to the Fund beginning in the fiscal year 
1959, not to exceed $625,000,000.] 

Sec. 208. Caprratization.—(a) The Secretary of the Treasury is 
authorized and directed to make, during the fiscal years 1960 through 
1964, loans to the Fund in amounts needed to cover obligations incurred 
against the Fund. Except as provided in section 204(b) of this Act, 
the maximum amount of obligations incurred against the Fund during 
each of such fiscal years shall be $1,000,000,000; and any unused portion 
of the maximum applicable to any period shall be added to the maximum 
applicable to the sen period. 

(b) For purposes of the loans provided for in this section, the Secretary 
of the Treasury is authorized to use the proceeds of the sale of any securities 
issued under the Second Liberty Bond Act as now in force or as hereafter 
amended, and the purposes for which securities may be issued under the 
Second Liberty Bond Act are hereby extended to rnclude this purpose. 
The President shall determine the terms and conditions of any advances 
or loans made to the Fund pursuant to this section. 

Sec. 204. Fiscat Provisions.—(a) All receipts from activities or 
transactions under this title shall be credited to the Fund and, notwith- 
standing section 1415 of the Supplemental Appropriation Act, 1953, 
or any other provision of law relating to the use of foreign currencies 
or other receipts accruing to the United States, shall be available for 
use for purposes of this title. 

(b) The Fund is authorized to incur, in accordance with the pro- 
visions of this title, obligations in amounts which may not at any 
time exceed the assets of the Fund. The amount of such obligations 
also may not exceed the limitations specified in section 203(a) of this Act 
except that, to the extent that assets of the Fund other than capitalization 
provided pursuant to section 203(a) are available, obligations may be 
uncurred beyond such limitations. The term “assets of the Fund” as 
used in this section shall mean the amount of liquid assets of the Fund 
at any given time including any amount of capitalization made avail- 
able pursuant to section 203(a) of this Act which has not been ad- 
vanced to the Fund as of such time. The assets of the Fund shall 
be available without fiscal year limitation for any obligations or ex- 
one in connection with the performance or functions under this 
title. 

(c) The Fund shall be deemed to be a wholly owned Government 
corporation and shall accordingly be subject to the applicable pro- 
visions of the Government Corporation Control Act, as amended. 

Sec. 205. ManaGemMEent, Powers anp AvuTHoritigs.—(a) The 
management of the Fund shall be vested in a Board of Directors 
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(hereinafter referred to in this title as the ‘“‘Board’’) consisting of the 
Under Secretary of State for Economic Affairs, who shall be Chair- 
man, the Director of the International Cooperation Administration 
the Chairman of the Board of Directors of the Export-Import Bank, 
the Managing Director of the Fund, and the United States Executive 
Director on the International Bank for Reconstruction and Develop- 
ment. The Board shall carry out its functions subject to the forei 
policy guidance of the Secretary of State. The Board shall act by g 
majority vote participated in by a quorum; and three members of 
the Board shall conaiedie a quorum. Subject to the foregoing sen- 
tence, vacancies in the membership of the Board shall not affect its 
power to act. The Board shall meet for organization purposes when 
and where called by the Chairman. The Board may, in addition to 
taking any other necessary or appropriate actions in connection with 
the management of the Fund, adopt, amend, and repeal bylaws gov- 
erning the conduct of its business and the performance of the authori- 
ties, powers, and functions of the Fund and its officers and employees, 
The members of the Board shall receive no compensation for their 
services on the Board but may be paid actual travel expenses and per 
diem in lieu of subsistence under the Standardized Government Travel 
Regulations in connection with travel or absence from their homes or 
regular places of business for purposes of business of the Fund. 

(b) There shall be a Managing Director of the Fund who shall be 
the chief executive officer of the Fund, who shall be appointed by the 


President of the United States by and with the advice and consent of 
the Senate, and whose compensation shall be at a rate of $20,000 a 
year. There shall also be a Deputy Managing Director of the Fund, 
whose compensation shall be at a rate not in excess of $19,000 a year, 


and [three ] four other officers of the Fund, whose titles shall be deter- 
mined by the Board and whose compensation shall be at a rate not in 
excess of $18,000 per year. Appointment to the offices provided for in 
the preceding sentence shall be by the Board. The Managing Direc- 
tor, in his capacity as chief executive officer of the Fund, the Deputy 
Managing Director and the other officers of the Fund shall perform 
such functions as the Board may designate and shall be subject to the 
supervision and direction of the Board, During the absence or 
disability of the Managing Director or in the event of a vacancy in the 
office of Managing Director, the Deputy Managing Director shall act 
as Managing Director, or, if the Deputy Managing Director is also 
absent or disabled or the office of Deputy Managing Director is 
vacant, such other officer as the Board may designate shall act as 
Managing Director. The offices provided for in this subsection shall 
be in addition to positions otherwise authorized by law. 

(c) The Fund, in addition to other powers and authorities vested in 
or delegated or assigned to the Fund or its officers or the Board, may: 
enter into, perform, and modify contracts, leases, agreements, or other 
transactions, on such terms as it may deem appropriate, with any 
agency or instrumentality of the United States, with any foreign gov- 
ernment or foreign government agency, or with any person, partner- 
ship, association, corporation, organization, or other entity, public or 
private, singly or in combination; accept and use gifts or donations of 
services, funds, or property (real, personal or mixed, tangible or in- 
tangible); contract for the services of attorneys; determine the char- 
acter of and necessity for obligations and expenditures of the Fund, 
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and the manner in which they shall be incurred, allowed, and paid, 
subject to provisions of law specifically applicable to Government cor- 

rations; acquire and dispose of, upon such terms and conditions and 
or such consideration as the Fund shall determine to be reasonable, 
through purchase, exchange, discount, rediscount, public or private 
sale, negotiation, assignment, exercise of option or conversion rights, 
or otherwise, for cash or credit, with or without endorsement or guar- 
anty, any property, real, personal, mixed, tangible or intangible, in- 
cluding, but not limited to, mortgages, bonds, debentures (including 
convertible debentures), liens, pledges, and other collateral or security, 
contracts, claims, currencies, notes, drafts, checks, bills of exchange, 
acceptances including bankers’ acceptances, cable transfers and all 
other evidences of indebtedness or ownership (provided that equity 
securities may not be directly purchased although such securities may 
be acquired by other means such as by exercise of conversion rights or 
through enforcement of liens, pledges or otherwise to satisfy a previ- 
ously incurred indebtedness), and guarantee payment against any in- 
strument above specified ; issue letters of credit and letters of commit- 
ment; collect or compromise any obligations assigned to or held by, 
and any legal or equitable rights accruing to, the Fund, and, as the 
Fund may determine, refer any such obligations or rights to the Attor- 
ney General for suit or collection; adopt, alter and use a corporate seal 
which shall be judicially noticed; require bonds for the faithful per- 
formance of the duties of its officers, attorneys, agents and employees 
and pay the premiums thereon; sue and be sued in its corporate name 
(provided that no attachment, injunction, garnishment, or similar 
process, mesne or final, shall be issued against the Fund or any officer 
thereof, including the Board or any member thereof, in his official 
capacity or against property or funds owned or held by the Fund or 
any such officer in his official capacity); exercise, in the payment of 
debts out of bankrupt, insolvent or decedent’s estates, the priority of 
the Government of the United States; purchase one passenger motor 
vehicle for use in the continental United States and replace such vehicle 
from time to time as necessary ; use the United States mails in the same 
manner and under the same conditions as the executive departments 
of the Federal Government; and otherwise take any and all actions 
determined by the Fund to be necessary or desirable in making, carry- 
ing out, servicing, compromising, liquidating, or otherwise dealing with 
or realizing on any transaction or operation, or in carrying out any 
function. Nothing herein shall be construed to exempt the Fund 
or its operations from the application of section 507(b) and 2679 of 
title 28, United States Code or of section 367 of the Revised Statutes 
(5 U.S.C. 316), or to authorize the Fund to borrow any funds from 
any source without the express legislative permission of the Congress. 
[The Export-Import Bank shall administer loans made from the Fund, 
as provided in section 505(b) of this Act.J 

(d) The Fund shall contribute, from the respective appropriation 
or fund used for payment of salaries, pay or compensation, to the civil 
service retirement and disability fund, a sum as provided by section 
4(a) of the Civil Service Retirement Act, as amended (5 U.S.C. 2254a), 
except that such sum shall be determined by applying to the total 
basic salaries (as defined in that Act) paid to the employees of the 
Fund covered by that Act, the per centum rate determined annually 
by the Civil Service Commission to be the excess of the total normal 
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cost per centum rate of the civil service retirement system over the 
eee deduction rate specified in said section 4(a). The Fund 
hall also contribute at least quarterly from such appropriation or 
fund, to the employees’ compensation fund, the amount determined 
by the Secretary of Labor to be the full cost of benefits and other 
payments made from such fund on account of injuries and deaths of 
its employees which may hereafter occur. The Fund shall also pay 
into the Treasury as miscellaneous receipts that portion of the cost of 
administration of the respective funds attributable to its employees, 
as eeeanane by the Civil Service Commission and the Secretary of 
Labor. 

(e) The assets of the Development Loan Fund on the date of 
enactment of the Mutual Security Act of 1958 shall be transferred 
as of such date to the body corporate created by section 202(a) of 
this Act. In addition, records, personnel, and property of the Inter- 
national Cooperation Administration may, as agreed by the Managing 
Director and the Director of the International Cooperation Adminis- 
tration or as determined by the President, be transferred to the Fund, 
Obligations and liabilities incurred against, and rights established or 
acquired for the benefit of or with respect to, the Development Loan 
Fund during the period between August 14, 1957, and the date of 
enactment of the Mutual Security Act of 1958 are hereby transferred 
to, and accepted and assumed by, the body corporate created by 
section 202(a) of this Act. A person serving as Manager of the 
Development Loan Fund as of the date of enactment of the Mutual 
Security Act of 1958 shall not, by reason of the enactment of that 
Act, require reappointment in order to serve in the office of Managing 
Director provided for in section 205(b) of this Act. 


* * * * * 2 & 


TITLE III-—-TECHNICAL COOPERATION 
* * * * * * * 


Sec. 304. Aurnorization.—There is hereby authorized to be ap- 
propriated to the President to remain available until expended not to 
exceed [$150,000,000] $179,500,000 for use beginning in the fiscal 
year [1959] 1960 to carry out the purposes of this title. 

a 


* * * * * * 


Sec. 306. MuttTinaTeRaL TecunicaL CooPpERATION AND RELATED 
Procrams.—As one means of accomplishing the purposes of this title 
and this Act, the United States is authorized to participate in multi- 
lateral technical cooperation and related programs carried on by 
the United Nations, the Organization of American States, their related 
organizations, and other international organizations, wherever prac- 
ticable. There is hereby authorized to be appropriated to carry out 
the purpose of this section, in addition to the amounts authorized 
by section 304, not to exceed— 

(a) [$20,000,000] $30,000,000 for the fiscal year [1959] 1960 for 
contributions to the United Nations Expanded reapeie of Techni 
Assistance and such related fund as may hereafter be established: 
Provided, That, notwithstanding the limitation of 33.33 per centum 
contained in the Mutual Security Appropriation Act, 1957, the United 
States contribution for such purpose may constitute for the calendar 
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year 1958 as much as but not to exceed 45 per centum of the total 
amount contributed for such purpose [and for succeeding calendar 
ears not to exceed 40 per centum of the total amount contributed 
or such purpose for each such year], for the calendar year 1959 not to 
exceed 40 per centum of the total amount contributed for such purpose, 
and for succeeding calendar years not to exceed 39 per centum of the total 
amount contributed for such purpose (including assessed and audited 
local costs) for each such year. 

(b) $1,500,000 for the fiscal year [1959] 1960 for contributions 
to the technical cooperation program of the Organization of Ameri« 
can States. 

* * * ‘* * * 


Sec. 308. INTERNATIONAL DEVELOPMENT Apvisory Boarp.—There 
shall be an advisory board, referred to in this section as the “Board,” 
which shall advise and consult with the President, or such other officer 
or officers as he may designate [to administer this title], with respect to 
general or basic policy matters arising in connection with the operation 
of programs authorized by this title, title Il, and section 413(b). The 
Board shall consist of not more than thirteen members appointed by 
the President, one of whom, by and with the advice and consent of the 
Senate, shall be appointed by him as chairman. The members of the 
Board shall be broadly representative of voluntary agencies and other 
groups interested in the programs, including business, labor, agricul- 
ture, public health, and education. All members of the Board shall 
be citizens of the United States; none except the chairman shall be 
an officer or an employee of the United States (including any United 
States Government agency) who as such regularly receives compen- 
sation for current services. Members of the Board, other than the 
chairman if he is an officer of the United States Government, shall 
receive out of funds made available for the purpose of this title a per 
diem allowance of $50 for each day spent away from their homes or 
regular places of business for the purpose of attendance at meetings 
of the Board or at conferences held upon the call of the chairman, and 
in necessary travel, and while so engaged they may be paid actual 
travel expenses and not to exceed $10 per diem, or at the applicable 
rate prescribed in the Standardized Government Travel Regulations, 
as amended from time to time, whichever is higher, in lieu of subsist- 
ence.and other expenses. 


TITLE IV—-SPECIAL ASSISTANCE AND OTHER PROGRAMS 


Suc. 400. Spectat Assistance.—(a) There is hereby authorized to 
be appropriated to the President for the fiscal year [1959] 1960 not to 
exce $202,500,000] $244,620,000 for use on such terms and condi- 
tions as he may specify for assistance designed to maintain or promote 
political or economic stability. 

(b) For the purpose of promoting economic development in Latin 
America there is hereby authorized to be appropriated to the Presi- 
dent not to exceed $25,000,000, which shall remain available until 
expended, and in the utilization of such sum preference shall be given 
to (A) projects or programs that will clearly contribute to promoting 
health, education, and sanitation in the area as a whole or among a 
group or groups of countries of the area, (B) joint health, education, 
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and sanitation assistance programs undertaken by members of the 
Organization of American States, and (C) such land resettlement pro- 
grams as will contribute to the resettlement of foreign and native 
migrants in the area as a whole, or in any country of the area, for the 
purpose of advancing economic development and agricultural and 
industrial productivity: Provided, That assistance under this sentence 
shall emphasize loans rather than grants wherever possible, and not 
less than 90 per centum of the funds made available for assistance 
under this subsection shall be available only for furnishing assistance 
on terms of repayment in accordance with the provisions of section 505, 

(c) The President is authorized to use not to exceed [$10,000,000] 
$20,000,000 of funds appropriated pursuant to subsection (a) of this 
section for assistance, on such terms and conditions as he may specify, 
to schools and libraries abroad, founded or sponsored by citizens of the 
United States, and serving as study and demonstration centers for 
ideas and practices of the United States, notwithstanding any other 
Act authorizing assistance of this kind. Further, in addition to the 
authority contained in this subsection, it is the sense of Congress that 
the President should make a special and particular effort to utilize 
foreign currencies accruing under title I of the Agricultural Trade 
Development and Assistance Act of 1954, as amended, for the pur- 
poses of this subsection. 

Sec. 401. Unirep Nations Emeraency Force.—The Congress of 
the United States, recognizing the important contribution of the United 
Nations Emergency Force to international peace and security, declares it 
to be the policy of the United States and the purpose of this section to 
support the United Nations Emergency Force. The President is hereby 
authorized to use during the fiscal year 1960 funds made available pur- 
suant to section 400(a) of this Act for contributions on a voluntary basis 
to the budget of the United Nations Emergency Force. 

Src. 402, EARMARKING oF Funps.—Of the funds authorized to be 
made available in the fiscal year [1959] 1960 pursuant to this Act 
(other than funds made available pursuant to title I1), not less than 
$175,000,000 shall be used to finance the export and sale for foreign 
currencies of surplus agricultural commodities or products thereof 
produced in the United States, in addition to surplus agricultural 
commodities or products transferred pursuant to the Agricultural 
Trade Development and Assistance Act of 1954, and in accordance 
with the standards as to pricing and the use of private trade channels 
expressed in section 101 of said Act. Foreign currency proceeds 
accruing from such sales shall be used for the purposes of this Act 
and with particular emphasis on the purposes of section 104 of the 
Agricultural Trade Development and Assistance Act of 1954 which 
are in harmony with the purposes of this Act. Notwithstanding 
section 1415 of the Supplemental Appropriation Act, 1953, or any 
other provision of law, the President may use or enter into agreements 
with friendly nations or organizations of nations to use for such pur- 
poses the foreign currencies which accrue to the United States under 
this section. 

Sec. 403. ResponsiIBILITIES INGERMANY.—The President is hereby 
authorized to use during the fiscal year [1959] 1960 not to exceed 
[$8,200,000] $7,500,000 of the funds made available pursuant to sec- 
tion 400(a) of this Act in order to meet the responsibilities or objec 
tives of the United States in Germany, including West Berlin. In 
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carrying out this section, the President may also use currency which 
has been or may be deposited in the GARIOA (Government and 
Relief in Occupied Areas) Special Account, including that part of the 
German currency now or hereafter deposited under the bilateral agree- 
ment of December 15, 1949, between the United States and the Fed- 
eral Republic of Germany (or any supplementary or succeeding agree- 
ment) which, upon approval by the President, shall be deposited in 
the GARIOA Special Aédount under the terms of article V of that 
agreement. The President may use the funds available for the pur- 
poses of this section on such terms and conditions as he may specify, 
and without regard to any provision of law which he determines must 
be disregarded. 

Src. 405. Micrants, Rerucers, aND Escaprrs.—(a) The Presi- 
dent is hereby authorized to continue membership for the United 
States on the Intergovernmental Committee for European Migration 
in accordance with its constitution approved in Venice, Italy, on 
October 19, 1953. For the purpose of assisting in the movement of 
migrants, there is hereby eatheelaed to be appropriated such amounts 
as may be necessary from time to time for the payment by the United 
States of its contributions to the Committee and all necessary salaries 
and expenses incident to United States participation in the 
Committee. 

(b) Of the funds made available under this Act, not more than 
$800,000 may be used by the President to facilitate the migration to 
the other American Republics of persons resident in that portion of 
the Ryukyu Island Archipelago under United States control. 

(c) There is hereby authorized to be appropriated for the fiscal 
year [1959] 1960 not to exceed [$1,200,000] $1,100,000 for contribu- 
tions to the program of the United Nations High Commissioner for 
Refugees for assistance to refugees under his mandate. 

(d) There is hereby authorized to be appropriated to the President 
for the fiscal year [1959] 1960 not to exceed [$8,600,000] $5,200,000 
for continuation of activities, including care, training, and resettle- 
ment, which have been undertaken for selected escapees under section 
451 of this Act. 

Sec. 406. Cu1ipren’s WeLrare.— There is hereby authorized to be 
appropriated not to exceed [$11,000,000] $12,000,000 for the fiscal 
year £1959] 1960 for contributions to the United Nations Children’s 

und. 

Sec. 407. Patestine ReruGrers 1n THE Near East.—There is 
hereby authorized to be appropriated to the President for the fiscal 
year [1959] 1960 not to exceed $25,000,000 to be used to make con- 
tributions to the United Nations Relief and Works Agency for Palestine 
Refugees in the Near East: Provided, That of the funds appropriated 
pursuant to this section fifteen per centum shall be available only 
for repatriation or resettlement of such refugees. In determining 
whether or not to continue furnishing assistance for Palestine refugees 
in the Near East, the President shall take into account whether Isrsel 
and the Arab host governments are taking steps toward the resett!e- 
ment and repatriation of such refugees. Whenever the President shall 
determine that it would more effectively contribute to the relief, re- 
habilitation, and resettlement of Palestine refugees in the Near East, 
he may expend any part of the funds made available pursuant to this 
section through any other agency he may designate. 


59003°—59 SS. Rept., 86-1, vol. 3-——65 
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Sec. 408. Nort Atiantic TrEaTY ORGANIZATION.—(a) In order 
to provide for United States participation in the North Atlantic Treat 
Organization, there is on authorized to be appropriated ac 
amounts as may be necessary from time to time for the payment by 
the United States of its share of the expenses of the Organization and 
all necessary salaries and expenses of the United States permanent 
representative to the Organization, of such persons as may be ap- 
pointed to represent the United States in the subsidiary bodies of the 
Organization or in any multilateral organization which participates in 
achieving the aims of the North Atlantic Treaty, and of their appro. 
priate staffs, and the expenses of participation in meetings of such 
organizations, including salaries, expenses, and allowances of personnel 
and dependents as authorized by the Foreign Service Act of 1946, as 
amended (22 U.S.Cs 801), and allowances and expenses as provided 
in section 6 of the Act of July 30, 1946 (22 U.S.C. 287r). 

(b) The United States permanent representative to the North At- 
lantic Treaty Organization shall be appointed by the President. by 
and with the advice and consent of the Senate and shall hold office 
at the pleasure of the President. Such representative shall have the 
rank and status of ambassador extraordinary and plenipotentiary and 
shall be a chief of mission, class 1, within the meaning of the Foreign 
Service Act of 1946, as amended (22 U.S.C. 801). 

(c) Persons detailed to the international staff of the North Atlantic 
Treaty Organization in accordance with section 529 of this Act who 
are appointed as Foreign Service Reserve Officers may serve for periods 
of more than [[four} five years notwithstanding the limitation in section 
522 of the Foreign Service Act of 1946, as amended (22 U.S.C. 922), 

Sec. 409. Ocran Freicur Cuarces.—(a) In order to further the 
efficient use of United States voluntary contributions for relief and 
rehabilitation in nations and areas eligible for assistance under this 
Act, the President may pay ocean freight charges from United States 
ports to designated ports of entry of such nations and areas on ship- 
ments by United States voluntary nonprofit relief agencies registered 
with and approved by the Advisory Committee on Voluntary Foreign 
Aid and shipments by the American Red Cross. 

(b) Where practicable the President shall make arrangements with 
the receiving nation for free entry of such shipments and for the making 
available by that nation of local currencies for the purpose of defraying 
the transportation cost of such shipments from the port of entry of 
the receiving nation to the designated shipping point of the consignee. 

(c) There is hereby authorized to be appropriated to the President 
for the fiscal year [1959] 1960 not to exceed [$2,100,000] $2,300,000 
to carry out the purposes of this section. 

(d) In addition, any funds made available under this Act may 
be used, in amounts determined by the President, to pay ocean freight 
charges on shipments of surplus agricultural commodities, includin 
commodities made available pursuant to any Act for the jane 
abroad of United States agricultural surpluses. 

[Sec. 410. Conrrot Act Expenses.—There is hereby authorized 
to be appropriated to the President for the fiscal year 1959 not to 
exceed $1,000,000 for carrying out the objectives of the Mutual 
Defense Assistance Control Act of 1951 (22 U.S.C. 1611). In addi- 
tion, in accordance with section 303 of that Act, funds made available 
for carrying out chapter I of this Act shall be available for carrying 
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out the purpose of this section in such amounts as the President may 
irect. 

: ee ADMINISTRATIVE AND OTHER Exprensres.—(a) Whenever 
ossible, the expenses of administration of this Act shall be paid for 

in the currency of the nation where the expense is incurred. 

(b) There is hereby authorized to be appropriated to the President 
for the fiscal year [1959 J 1960 not to exceed [$33,000,000] $39,500,000 
for necessary administrative expenses incident to carrying out the 
provisions of this Act (other than chapter I and title II of chapter IT) 
and functions under the Agricultural Trade Development and Assist- 
ance Act of 1954, as acne (7 U.S.C. 1691 and the following) per- 
formed by any agency or officer administering nonmilitary assistance. 

(c) There are authorized to be appropriated to the Department 
of State such amounts[, not to exceed $7,000,000 in any fiscal year, ] 
as may be necessary from time to time for administrative expenses 
which are incurred for functions of the Department under this Act or 
for normal functions of the Department which relate to functions under 
this Act, and for expenses of carrying out the objectives of the Mutual 
Defense Assistance Control Act of 1951 (22 U.S.C. 1611): Provided, 
That, in addition, funds made available for carrying out chapter I of this 
Act shall be available for carrying out the objectives of the Mutual Defense 
Assistance Control Act of 1951 in such amounts as the President may 
direct. 

(d) Funds made available for the purposes of this Act may be 
used for compensation, allowances, ak travel of personnel, including 
Foreign Service personnel whose services are utilized primarily for 
the purposes of this Act, and without regard to the provisions of any 
other law, for printing and binding, and for expenditures outside the 
continental limits of the United States for the procurement of supplies 
and services and for other administrative and operating purposes 
(other than compensation of personnel) without regard to such laws 
and regulations governing the obligation and expenditure of Govern- 
ment funds as may be necessary to accomplish the purposes of this Act. 

Sec. 412. Prestpenr’sSprctat Epucarion anv Trainine Funp.— 
Of the funds appropriated pursuant to section 103(a) for use beginnin 
in each of the fiscal years 1960 through 1964, $10,000,000 for each soak 
year shall be available only as follows: 

(a) $5,000,000 shall be available until expended only for financing 
studies, research, instruction, and other educational activities of citizens 
of underdeveloped countries in educational institutions in the United 

tates, Puerto Rico, and the Virgin Islands. Such financing may include 
payment for transportation, tuition, maintenance and other expenses 
incident to scholastic activities. The President may employ such funds 
to augment programs of this character authorized by section 32(b)(2) of 
the Surplus Property Act of 1944, as amended, and by the United States 
Information and Educational Exchange Act of 1948, as amended, and 
he may consolidate such portions of such $5,000,000 as he may deem 
appropriate with appropriations made to carry out these two Acts. 

(6) $5,000,000 shall be available until expended only for the training 
of people of underdeveloped countries in skills which will contribute to 
economic development. Such training shall be carried out in accordance 
with the policies set forth in title 111 of chapter II, relating to technical 
cooperation, and such $5,000,000 may be consolidated with appropria- 
tions made for carrying out title 11I of chapter 11. 
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Sec. 413. ENcouRAGEMENT OF FREE ENTERPRISE AND PRIVATE 
PARTICIPATION.—(a) The Congress recognizes the vital role of free 
enterprise in achieving rising levels of production and standards of 
living essential to the economic progress and defensive strength of the 
free world. Accordingly, it is declared to be the policy of the United 
States to encourage the efforts of other free nations to increase the flow 
of international trade, to foster private initiative and competition, to 
discourage monopolistic practices, to improve the technical efficiency 
of their industry, agriculture and commerce, and to strengthen free 
labor unions; and to encourage the contribution of United States enter- 
prise toward economic strength of other free nations, through private 
trade and investment abroad, private participation in the programs 
carried out under this Act (including the use of private trade channels 
to the maximum extent practicable in carrying out such programs), and 
exchange of ideas and technical information on the matters covered by 
this section. 

(b) In order to encourage and facilitate participation by private 
enterprise to the maximum extent practicable in achieving any of the 
purposes of this Act, the President— 

(1) shall make arrangements to find and draw the attention of 
private enterprise to opportunities for investment and develop- 
ment in other free nations; 

(2) shall accelerate a program of negotiating treaties for com- 
merce and trade, including tax treaties, which shall include provi- 
sions to encourage and facilitate the flow of private investment 
to, and its equitable treatment in, nations participating in pro- 
grams under this Act; 

(3) shall, consistent with the security and best interest of the 
United States, seek compliance by other countries or a dependent 
area of any country with all treaties for commerce and trade and 
taxes and shall take all reasonable measures under this Act or 
other authority to secure compliance therewith and to assist 
United States citizens in obtaining just compensation for losses 
sustained by them or payments exacted from them as a result of 
measures taken or imposed by any country or dependent area 
thereof in violation of any such treaty; and 

(4) may make, through an agency responsible for administer- 
ing nonmilitary assistance under this Act, until June 30, 1967, 
under rules and regulations prescribed by him, guaranties to any 
person of investments in connection with projects, including ex- 
pansion, modernization, or development of existing enterprises, 
in any nation with which the United States has agreed to institute 
the guaranty program: Provided, That— 

(A) such projects shall be approved by the President as 
furthering [any of the purposes of this Act] the development 
of the economic resources and productive capacities of economic- 
ally underdeveloped areas, and by the nation concerend; 

(B) the guaranty to any person shall be limited to assuring 
any or all of the following: 

(i) the transfer into United States dollars of other 
currencies, or credits in such currencies, received by such 
person as earnings or profits from the approved project, 
as repayment or return of the investment therein, in 
whole or in part, or as compensation for the sale or 
disposition of all or any part thereof; 
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(ii) the compensation in United States dollars for loss 
of all or any part of the investment in the approved 
yroject which shall be found by the President to have 

een lost to such person by reason of expropriation or 
confiscation by action of the government of a foreign 
nation or by reason of war; 

(C) when any payment is made to any person pursuant 
to a guaranty as hereinbefore described, the currency, credits, 
assets, or investment on account of which such payment is 
made shall become the property of the United States Govern- 
ment, and the United States Government shall be subrogated 
to any right, title, claim or cause of action existing in con- 
nection therewith; 

(D) the guaranty to any person shall not exceed the 
amount of dollars invested in the project by such person with 
the approval of the President plus actual earnings or profits 
on said project to the extent provided by such guaranty, and 
shall be limited to a term not exceeding twenty years from 
the date of issuance; 

(E) a fee shall be charged in an amount not exceeding 1 
per centum per annum of the amount of each guaranty under 
clause (i) of subparagraph (B), and not exceeding 4 per 
centum of the amount of each guaranty under clause (ii) of 
such subparagraph, and all fees collected hereunder shall be 
available for expenditure in discharge of liabilities under 
ruaranties made under this section until such time as all such 
Fiabilities have been discharged or have expired, or until all 
such fees have been expended in accordance with the pro- 
visions of this section: Provided, That in the event the fee to 
be charged for a type of guaranty is reduced, fees to be paid 
under existing contracts for the same type of guaranty may 
be similarly reduced; 

(F) the President is authorized to issue guaranties up to 
a total face value of [$500,000,000] $1,000,000,000 exclusive 
of informational media guaranties heretofore and hereafter 
issued pursuant to section 1011 of the Act of January 27, 
1948, as amended (22 U.S.C. 1442), and section 111(b)(3) of 
the Economic Cooperation Act of 1948, as amended (22 
U.S.C. 1509(b)(3)): Provided, That any funds allocated to a 

uaranty and remaining after all liability of the United 

tates assumed in connection therewith has been released, 
discharged, or otherwise terminated, and funds realized after 
June 30, 1955, from the sale of currencies or other assets 
acquired pursuant to subparagraph (C), shall be available 
for allocation to other guaranties, and the foregoing limitation 
shall be increased to the extent that such funds become avail- 
able. Any payments made to discharge liabilities under 
guaranties issued under this paragraph shall be paid out of 
fees collected under subparagraph (E) as long as such fees are 
available, and thereafter shall pe paid out of funds realized 
from the sale of currencies or other assets acquired pursuant 
to subparagraph (C) and notes which have been issued under 
authority of paragraph 111(c)(2) of the Economic Coopera- 
tion Act of 1948, as amended, and authorized to be issued 
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under this paragraph by the Director of the International 
Cooperation Administration or such other officer as the 
President may designate, when necessary to discharge liabil- 
ities under any such guaranty: Provided, That all guaranties 
issued after June 30, 1956, pursuant to this paragraph shall 
be considered for the purposes of sections 3679 (31 U.S.C. 
665) and 3732 (41 U.S.C. 11) of the Revised Statutes, as 
amended, as obligations only to the extent of the probable 
ultimate net cost to the United States of such guaranties; and 
the President shall, in the submission to the Congress of the 
reports required by section 534 of this Act, include informa- 
tion on the operation of this paragraph: Provided further, 
That at all times funds shall be allocated to all outstanding 
guaranties issued prior to July 1, 1956, exclusive of informa- 
tional media guaranties issued pursuant to section 1011 of the 
Act of January 27, 1948, as amended (22 U.S.C. 1442), and 
section 111(b)(3) of the Economic Cooperation Act of 1948, 
as amended, equal to the sum of the face value of said 
guaranties. For the purpose of this paragraph the Director 
of the International Cooperation Administration or such 
other officer as the President may designate is authorized to 
issue notes (in addition to the notes heretofore issued pur- 
suant to paragraph 111(c)(2) of the Economic Cooperation 
Act of 1948, as amended) in an amount not to exceed 
$37,500,000, and on the same terms and conditions applicable 
to notes issued pursuant to said paragraph 111(c)(2); 

(G) the guaranty program authorized by this paragraph 
shall be used to the maximum practicable extent and shall 
be administered under broad criteria so as to facilitate and 
increase the participation of private enterprise in [achieve- 
ing any of the purposes of this Act] furthering the development 
of the economic resources and productive capacities of eco- 
nomically underdeveloped areas; 

(H) as used in this paragraph— 

(i) the term “person” means a citizen of the United 
States or any corporation, partnership, or other associa- 
tion created under the law of the United States or of any 
State or Territory and substantially beneficially owned 
by citizens of the United States, and 

(ii) the term “investment” includes any contribution 
of capital goods, materials, equipment, services, patents, 
processes, or techniques by any person in the form of (1) 
a loan or loans to an approved project, (2) the purchase 
of a share of ownership in any such project, (3) partici- 
pation in royalties, earnings, or profits of any such proj- 
ect, and (4) the furnishing of capital goods items and 
related services pursuant to a contract providing for pay- 
ment in whole or in part after the end of the fiscal year 
in which the guaranty of such investment is made. 


(c) Under the direction of the President, the Departments of 
State and Commerce and such other agencies of the Government as the 
President shall deem appropriate, in cooperation to the fullest extent 

racticable with private enterprise concerned with international trade 
oreign investment, and business operations in foreign countries, shall 
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conduct a study of the ways and means in which the role of the private 
sector of the national economy can be more effectively utilized and 
protected in carrying out the purposes of this Act, so as to promote the 
foreign policy of the United States, to stabilize and to expand its econ- 
omy and to prevent adverse effects, with special reference to areas of 
substantiallabor surplus. Such study shall include specific reeommen- 
dations for such legislative and administrative action as may be neces- 
sary to expand the role of private enterprise in advancing the foreign 
policy objectives of the United States. 


* * * * * * . 


Sec. 419. Atoms ror Peacr.—(a) The President is hereby author- 
ized to furnish from funds made available pursuant to this section, in 
addition to other funds available for such purposes, and on such terms 
and conditions as he may specify, assistance designed to promote the 
peaceful uses of atomic energy abroad. There is hereby authorized 
to be appropriated to the President for the fiscal year [1959] 1960 
not to exceed [$5,500,000] $6,500,000 to carry out the purposes of 
this section. 

(b) The United States share of the cost of any research reactor 
made available to another government under this section shall not 
exceed $350,000. 

(c) In carrying out the purposes of this section, the appropriate 
United States departments and agencies shall give full and continu- 
ous publicity through the press, radio, and all other available me- 
diums, so as to inform the peoples of the participating countries 
regarding the assistance, including its purpose, source, aa character, 
furnished by the United States. Such portions of any research re- 


actor furnished under this section as may be appropriately die- 
stamped or labeled as a product of the United States shall be so 
stamped or labeled. 


* * * * * * + 


Cuapter IIJ—Contineency Funp 


Sec. 451. Presipent’s SpectaL AuTHORITY AND CONTINGENCY 
Funp.—(a) Of the funds made available for use under this Act, not 
to exceed $150,000,000, in addition to the funds authorized for use 
under this subsection by subsection (b) of this section, may be used in 
any fiscal year, without regard to the requirements of this Act or any 
other Act for which funds are authorized by this Act or any Act appro- 
priating funds tor use under this Act, in furtherance of any of the 
purposes of such Acts, when the president determines that such use is 
important to the security of the United States. Not to exceed 
$100,000,000 of the funds available under this subsection may be 
expended for any selected persons who are residing in or escapees 
from the Soviet Union, Poland, Czechoslovakia, Hungary, Rumania, 
Bulgaria, Albania, Lithuania, Latvia, and Estonia or the Communist- 
dominated or Communist-occupied areas of Germany, or any Com- 
munist-dominated or Communist-occupied areas of Asia and any other 
countries absorbed by the Soviet Union, either to form such persons 
into elements of the military forces supporting the North Atlantic 
Treaty Organization or for other purposes, when the President deter- 
mines that such assistance will contribute to the defense of the North 
Atlantic area or to the security of the United States. Certification by 
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the President that he has expended amounts under this Act not in 
excess of $50,000,000, and that it is inadvisable to specify the nature 
of such expenditures, shall be deemed a sufficient voucher for such 
amounts. Not more than $30,000,000 of the funds available under 
this subsection may be allocated to any one nation in any fiscal year, 

(b) There is hereby authorized to be appropriated to the President 
for the fiscal year [1959] 1960 not to exceed [$155,000,000] $780,- 
000,000 for assistance authorized by this Act, other than by title I 
of chapter II, in accordance with the provisions of this Act applicable 
to the furnishing of such assistance. $100,000,000 of the funds 
authorized to be appropriated pursuant to this subsection for any 
fiscal year may be used in such year in accordance with the provisions 
of subsection (a) of this section. 

(c) It is the purpose of this Act to advance the cause of freedom. 
The Congress joins with the President of the United States in pro- 
claiming the hope that the peoples who have been subjected to the 
captivity of communist despotism shall again enjoy the right of self- 
determination within a framework which will sustain the peace; that 
they shall again have the right to choose the form of government under 
which they will live, and that sovereign rights of self-government shall 
be restored to them all in accordance with the pledge of the Atlantic 
Charter. Funds available under subsection (a) of this section may 
be used for programs of information, relief, exchange of persons, 
education, and resettlement, to encourage the hopes and aspirations 
of peoples who have been enslaved by communism. 


Cuapter [V—GrENERAL AND ADMINISTRATIVE PROVISIONS 


Sec. 501. TRANSFERABILITY OF Funps.—(a) Whenever the Presi- 
dent determines it to be necessary for the purposes of this Act, not to 
exceed 10 per centum of the funds made available pursuant to any 
provision of this Act may be transferred to and consolidated with the 
funds made available pursuant to any other provisions of this Act, 
and may be used for any of the purposes for which such funds may be 
used, except that the total in the provision for the benefit of which 
the transfer is made shall not be increased by more than 20 per centum 
of the amount made available for such provision pursuant to this 
Act. 

(6) In view of the rapidly increasing danger to the independence of 
friendly countries which is presented by the trade and assistance programs 
of international communism, and notwithstanding subsection (a) of 
this section, the President is authorized to transfer to and consolidate with 
junds made available for nonmilitary use under titles III and IV of 
chapter II up to 30 per centum of the funds made available for military 
use under chapter I. 

* * ” * ” « * 


Sec. 503. (a2) Termination or AssistaNnce.—lIf the President de- 
termines that the furnishing of assistance to any nation under any 
provision of this Act— 

(1) is no longer consistent with the national interest or security 
or the foreign policy of the United States; or 

(2) would no longer contribute effectively to the purposes for 
which such assistance is furnished; or 
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(3) is no longer consistent with the obligations and responsi- 
bilities of the United States under the Charter of the United 
Nations, 

he shall terminate all or part of any assistance furnished pursuant to 
this Act. If the President determines that any nation which is re- 
ceiving assistance under chapter I of this Act is not making its full 
contribution to its own defense or to the defense of the area of which 
it is a part, he shall terminate all or part of such assistance. Assistance 
to any nation under any provision of this Act may, unless sooner ter- 
minated by the President, be terminated by concurrent resolution. 
Funds made available under this Act shall remain available for twelve 
months from the date of termination under this section for the neces- 
sary expenses of liquidating assistance programs. 

(b) The President shall include in his recommendations to the Congress 
for the fiseal year 1961 programs under this Act a specific plan for each 
country receiving bilateral grant assistance in the categories of defense 
support or special assistance, whereby such grant assistance shall be pro- 
gressively reduced and eliminated. 

Src. 504. Smatyt Bustness.—(a) Insofar as practicable and to the 
maximum extent consistent with the accomplishment of the purposes 
of this Act, the President shall assist American small business to par- 
ticipate equitably in the furnishing of commodities and services 
financed with funds authorized under chapter II of this Act— 

(1) by causing to be made available to suppliers in the United 
States and particularly to small independent enterprises, informa- 
tion, as far in advance as possible, with respect to purchases pro- 
posed to be financed with such funds, 


(2) by causing to be made available to oy prem purchasers 


in the nations receiving assistance under this Act information as 
to commodities and services produced by small independent enter- 
prises in the United States, and 

(3) by providing for additional services to g:ve small business 
better opportunities to participate in the furnishing of commodi- 
ties and services financed with such funds. 

(b) There shall be an Office of Small Business, headed by a Special 
Assistant for Small Business, in such United States Government 
agency as the President may direct, to assist in carrying out the 
provisions of subsection (a) of this section. 

(c) The Secretary of Defense shall assure that there is made avail- 
able to suppliers in the United States, and particularly to small inde- 
pendent enterprises, information with respect to purchases made by 
the Department of Defense pursuant to Chapter I, such information 
to be furnished as far in advance as possible. 

(d) There is hereby authorized to be appropriated to the President for 
the fiscal year 1960 not to exceed $2,500,000 to make available to foreign 
small business concerns in underdeveloped countries, or to foreign govern- 
ment organizations established for the purpose of helping such concerns 
in underdeveloped countries, on such terms and conditions as he may 
determine, machine tools, industrial equipment and other equipment 
owned by agencies of the United States Government. 

Suc. 505. Loan AssisTANCE AND SALES.—(a) Except as otherwise 
specifically provided in this Act, assistance under this Act may be 
furnished on a grant basis or on such terms, including cash, credit, or 
other terms of repayment (including repayment in foreign currencies 
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or by transfer to the United States of materials required for stockpiling 
or other purposes) as may be determined to be best suited to the 
achievement of the purposes of this Act and shall emphasize loans 
rather than grants wherever possible. Whenever commodities, equip- 
ment, materials, or services are sold for foreign currencies the Presj- 
dent, notwithstanding section 1415 of the Supplemental Appropriation 
Act, 1953, or any other provision of law, may use or enter into ar- 
rangements with friendly nations or organizations of nations to use 
such currencies for the purposes for which the funds providing the 
commodities, equipment, materials, or services which generated the 
currencies were appropriated. 

(b) Funds for the purpose of furnishing assistance on terms of 
repayment may be allocated to the Export-Import Bank of Washing- 
ton, which may, notwithstanding the provisions of the Export-Import 
Bank Act of 1945 (59 Stat. 526), as amended, make and administer 
the credit on such terms. Credits made by the Export-Import Bank 
of Washington with funds so allocated to it shall not be considered in 
determining whether the Bank has outstanding at any one time loans 
and guaranties to the extent of the limitation imposed by section 7 
of the Export-Import Bank Act of 1945 (59 Stat. 529), as amended, 
[Amounts received in repayment of principal and interest on any 
loan made under this section shall be held by the Treasury to be 
used for such purposes, including further loans, as may be author- 
ized from time to time by Congress.] United States dollars received 
in repayment of principal and payment of interest on any loan made 
under this section shall be deposited into miscellaneous receipts of the 
Treasury. Foreign currencies received in repayment of principal and 
payment of interest on any such loan which are in excess of the require- 
ments as determined from time to time by the Secretary of State for pur- 
poses authorized in section 32(b)(2) of the Surplus Property Act of 
1944, as amended (50 U.S.C. app. 1641(b)), may be sold by the See- 
retary of the Treasury to United States Government agencies for payment 
of their obligations abroad and the United States dollars received as 
reimbursement shall also be deposited into miscellaneous receipts of the 
Treasury. Foreign currencies so received which are in excess of the 
requirements of the United States in the payment of its obligations 
abroad, as such requirements may be determined from time to time yy 
the President, shall be credited to the Development Loan Fund, and, 
notwithstanding section 1415 of the Supplemental Avpropriation Act, 
1953, or any other provision of law relating to the use of foreign cur- 
rencies or other recevpts accruing to the United States, shall be available 
for use for purposes of title II of chapter II of this Act. Amounts 
received in repayment of principal and interest on any credits made 
under paragraph 111(c)(2) of the Economic Cooperation Act of 1948, 
as amended, shall be deposited into miscellaneous receipts of the 
Treasury, except that, to the extent required for such purpose, 
amounts received in repayment of principal and interest on any 
credits made out of funds realized from the sale of notes heretofore 
authorized to be issued for the purpose of financing assistance on & 
credit basis under paragraph 111(c)(2) of the Economic Cooperation 
Act of 1948, as amended, shall be deposited into the Treasury for the 
purpose of the retirement of such notes. 

a x * * 7 + * 
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Src. 523. Coorpination With Foreien Ponicy.—(a) Nothing 
contained in this Act shall be construed to infringe upon the powers or 
functions of the Secretary of State. 

(b) The President shall prescribe appropriate procedures to assure 
coordination among representatives of the United States Govern- 
ment in each country, under the leadership of the Chief of the United 
States Diplomatic Mission. The chief of the diplomatic mission shall 
make sure that recommendations of such representatives pertaining to 
military assistance are coordinated with political and economic con- 
siderations, and his comments shall accompany such recommendations if 
he so desires. 


[(c) Under the direction of the President, the Secretary of State 
shall: 
[(1) coordinate the various forms of assistance authorized by 
this Act so that the foreign policy of the United States may be 
best served thereby; and 


[(2) determine the value of the program under chapter I for 
any country. 

(c) Under the direction of the President, the Secretary of State shall be 
responsible for the continuous supervision and general direction of the 
assistance programs authorized by this Act, including but not limited to 
determining whether there shall be a military assistance program for « 
country and the value thereof, to the end that such programs are effec- 
tively wntegrated both at home and abroad and the foreign policy of the 
United States is best served thereby. 

Sec. 527. EmpLoyMentT oF Personnet.—(a) Any United States 
Government agency performing functions under this Act is authorized 
to employ such personnel as the President deems necessary to carry 
out the provisions and purposes of this Act. 

(b) Of the personnel employed in the United States on programs 
authorized by this Act, not to exceed [sixty] seventy-five may be 
compensated without regard to the provisions of the Classification 
Act of 1949, as amended, of whom not to exceed [thirty-five] fifty 
may be compensated at rates higher than those provided for grade 15 
of the general schedule established by the Classification Act of 1949, 
as amended, and of these, not to exceed fifteen may be compensated 
at a rate in excess of the highest rate provided for grades of such 
general schedule but not in excess of $19,000 per annum. Such posi- 
tions shall be in addition to those euthastend by law to be filled by 
Presidential appointment, and in addition to the number authorized 
by section 505 of the Classification Act of 1949, as amended. 

(c) For the purpose of performing functions under this Act outside 
the sdnsinerital insite of the United States, the Director may— 

(1) employ or assign persons, er authorize the employment or 
assignment of officers or employees of other United States Gov- 
ernment agencies, who shall receive compensation at any of the 
rates provided for the Foreign Service Reserve and Staff by the 
Foreign Service Act of 1946, as amended (22 U.S.C. 801), together 
with allowances and benefits established thereunder including, in 
all cases, post differentials prescribed under section 443 of the 
Foreign Service Act; and persons so employed or assigned shall 
be entitled, except to the extent that the President may specify 
otherwise in cases in which the period of the employment or 
assignment exceeds thirty months, to the same benefits as are 
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provided by section 528 of the Foreign Service Act for persons 
appointed to the Foreign Service Reserve and, except for policy- 
making officials, the provisions of section 1005 of the Foreign 
Service Act shall apply in the case of such persons; and 

(2) utilize such authority, including authority to appoint and 
assign personnel for the duration of operations under this Act, 
contained in the Foreign Service Act of 1946, as amended (22 
U.S.C. 801), as the President deems necessary to carry out 
functions under this Act. Such provisions of the Foreign 
Service Act as the President deems appropriate shall apply to 
personnel appointed or assigned under this paragraph, including, 
in all cases, the provisions of sections 443 and 528 of that Act: 
Provided, however, That the President may by regulation make 
exceptions to the application of section 528 in cases in which the 
period of the appointment or assignment exceeds thirty months, 

(d) For the purpose of performing functions under this Act outside 
the continental limits of the United States, the Secretary of State 
may, at the request of the Director, appoint for the duration of opera- 
tions under this Act alien clerks and employees in accordance with 
applicable provisions of the Foreign Service Act of 1946, as amended 
(22 U.S.C. 801). 

(e) Notwithstanding the provisions of title 10, United States Code, 
section 712, or any other law containing similar authority, officers and 
employees of the United States performing functions under this Act 
shall not accept from any foreign nation any compensation or other 
benefits. Arrangements may be made by the President with such 
nations for reimbursement to the United States or other sharing of the 
cost of performing such functions. 

” o ” * * + * 


Sec. 537. Provisions oN Uses oF Funps.—(a) AREA Eee for 


the purposes of this Act (except for chapter I), allocations to any 
United States Government agency, from other appropriations, for 
functions directly related to the purposes of this Act, and funds made 
available for other purposes to any agency administering nonmilitary 
assistance, shall be available for: 

(1) rents in the District of Columbia; 

(2) expenses of attendance at meetings concerned with the pur- 
poses of such appropriations, including (notwithstanding the pro- 
visions of section 9 of the Act of March 4, 1909 (31 U.S.C. 673)) 
expenses in connection with meetings of persons whose employ- 
ment is authorized by section 530 of this Act; 

(3) employment of aliens, by contract, for services abroad; 

(4) purchase, maintenance, operation, and hire of aircraft: 
Provided, That aircraft fof administrative purposes may be pur- 
chased only as specifically provided for in an appropriation or 
other Act; 

(5) purchase and hire of passenger motor vehicles: Provided, 
That, except as may otherwise be provided in an appropriation or 
other Act, passenger motor vehicles abroad for administrative 
purposes may be purchased for replacement only and such vehicles 
may be exchanged or sold and replaced by an equal number of 
such vehicles and the cost, including exchange allowance, of each 
such replacement shall not exceed [$3,300] $3,800 in the case of 
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an automobile for the chief of any special mission or staff abroad 
established under section 526 of this Act: Provided further, That 
passenger motor vehicles may be purchased for use in the con- 
tinental United States only as may be specifically provided in an 
appropriation or other Act; 

(6) entertainment within the United States (not to exceed 
$15,000 in any fiscal year except as may otherwise be provided 
in an appropriation or other Act); 

(7) exchange of funds without regard to section 3651 of the 
Revised Statutes (31 U.S.C. 543), and loss by exchange; 

(8) expenditures (not to exceed $50,000 in any fiscal year 
except as may otherwise be provided in an appropriation or other 
Act) of a confidential character other than entertainment: Pro- 
vided, That a certificate of the amount of each such expenditure, 
the nature of which it is considered inadvisable to specify, shall 
be made by an officer administering nonmilitary assistance, or 
such person as he may designate, and every such certificate shall 
be deemed a sufficient voucher for the amount therein specified; 

(9) insurance of official motor vehicles in foreign countries; 

(10) rental or lease outside the continental limits of the United 
States of offices, buildings, grounds, and living quarters to house 
personnel; maintenance, furnishings, necessary repairs, improve- 
ments, and alterations to properties owned or rented by the 
United States Government abroad; and costs of fuel, water 
and utilities for such properties; 

(11) actual expenses of preparing and transporting to their 
former homes in the United States or elsewhere, and of care and 
disposition of, the remains of persons or member of the families 
of persons who may die while such persons are away from their 
homes participating in activities carried out with funds covered 
by this subsection (a); 

(12) purchase of uniforms; 

(13) payment of per diem in lieu of subsistence to foreign 
participants engaged in any program of furnishing technical in- 
formation and assistance, while such participants are away from 
their homes in countries other than the continental United States, 
at rates not in excess of those prescribed by the Standardized 
Government Travel Regulations, notwithstanding any other 
provision of law; 

(14) expenses authorized by the Foreign Service Act of 1946, 
as amended (22 U.S.C. 801 and the following), not otherwise 
provided for; 

(15) ice and drinking water for use abroad; 

(16) services of commissioner officers of the Public Health 
Service and of the Coast and Geodetic Survey, and for the pur- 
poses of providing such services the Public Health Service may 
eens not to exceed twenty officers in the regular corps to grades 
above that of senior assistant, but not above that of director, as 
otherwise authorized in accordance with section 711 of the Act of 
July 1, 1944, as amended (42 U.S.C. 211a), and the Coast and 
Geodetic Survey may appoint for such purposes not to exceed 
twenty commissioned officers in addition to those otherwise 
authorized; 
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(17) expenses in connection with travel of fone outside 

the continental United States, including travel expenses of de- 
pendents (including expenses during necessary stopovers while 
engaged in such travel) and transportation of personal effects, 
household goods, and automobiles of such personnel when any 
part of such travel or transportation begins in one fiscal year pur- 
suant to travel orders issued in that fiscal year, notwithstandin 
the fact that such travel or transportation may not be complet 
during that same fiscal year, and cost of transporting to and from 
a place of storage, and the cost of storing, the furniture and house- 
hold and personal effects of any employee (i) for not to exceed 
three months after first arrival at a new post, (ii) when an em- 

loyee is assigned to a post to which he cannot take, or at which 

ibe is unable to use, his furniture and household and personal 
effects, (iii) when such storage would avoid the cost of trans- 
porting such furniture and effects from one location to another, 
(iv) when he is temporarily absent from his post under orders, 
or (v) when through no fault of the employee storage costs are 
incurred on such furniture and effects (including automobiles) 
in connection with authorized travel, under such regulations as 
an officer administering nonmilitary assistance, or such person as 
he may designate, may prescribe; 

(18) payment of unusual expenses incident to the operation 
and maintenance of official residences for chiefs of special mis- 
sions or staffs serving in accordance with section 526 of this Act, 

(b) United States Government agencies are authorized to pay the 
costs of health and accident insurance for foreign participants in any 
exchange-of-persons program or any program of furnishing technical 
information and assistance administered by any such agency while 
such participants are en route or absent from their homes for purposes 
of participation in any such program. 

(c) Notwithstanding the provisions of section 406(a) of Public Law 
85-241, not to exceed [$26,000,000] $27,750,000, of the funds avail- 
able for assistance in Korea under this Act may be used by the Presi- 
dent to construct or otherwise acquire essential living quarters, office 
space, and supporting facilities in Korea for use by personnel carrying 
out activities under this Act, and not to exceed $2,750,000 of funds 
made available for assistance in other countries under this Act may be 
used (in addition to funds available for such use under other authorities 
in this Act) for construction or acquisition of such facilities for such 
purposes elsewhere. 

(d) Funds made available under section 400(a) may be used for 
expenses (other than those provided for under section 411(b) of this 
Act) to assist in carrying out functions under the Agricultural Trade 
Development and Assistance Act of 1954, as amended (7 U.S.C. 
1691 and the following), delegated or assigned to any agency or officer 
administering nonmilitary assistance. 

(e) Funds available under this Act may be used to pay costs of 
training United States citizen personnel employed or assigned pur- 
suant to section 527(c)(2) of this Act (through interchange or other- 
wise) at any State or local unit of government, public or private non- 
profit institution, trade, labor, agricultural, or scientific association or 
organization, or commercial firm; and the provisions of Public Law 
918, Eighty-fourth Congress, may be used to carry out the foregoing 
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authority notwithstanding that interchange of personnel may not be 
involved or that the training may not take place at the institutions 
specified in that Act. Such training shall not be considered employ- 
ment or holding of office under title 5, United States Code, section 62 
and any payments or contributions in connection therewith may, as 
deemed appropriate by the head of the United States Government 
agency authorizing such training, be made by private or public sources 
and be accepted by any trainee, or may be accepted by and credited to 
the current applicable appropriation of such agency: Provided, how- 
ever, That any such payments to an employee in the nature of compen- 
sation shall be in lieu of or in reduction of compensation received from 
the Government of the United States. 

[(f) During the annual presentation to the Congress of requests 
for authorizations and es under this Act, a detailed ex- 
planation of the method by which the proposed programs for each 
country have been arrived at shall be submitted, including all signifi- 
cant factors considered in arriving at such proposed programs. ] 

(f) During the annual presentation to the Congress of requests for 
authorizations and appropriations under this Act, there shall be sub- 
mitted a detailed report on the assistance to be furnished, country-by- 
country, under title I of chapter II, and under section 400(a), of this Act. 
The report with respect to each country shall contain a clear and detatied 
explanation of the proposed level of aid for such country, and shall include 
a listing of all significant factors considered in determining the level of 
aid for such country; the reason for including each such factor and an 
explanation of the manner in which each of such factors is related to the 
specific dollar figure which constitutes the proposed level of aid for each 
such country. In addition, with respect to assistance proposed to be fur- 
nished under title I of chapter II of this Act, the report shall contain a 
clear and detailed explanation on a country-by-country basis of the deter- 
mination of the particular level of forces to be supported by the proposed 
request for authorization and appropriation for military assistance, the 
factors considered in arriwing at each country determination, and where 
the level of forces supported by military assistance differs from the total 
level of forces maintained in any such country, an explanation, in detail, 
of the reason for the difference in such level of forces. 

x * * 2 . 


* * 








Sec. 543. Savina Provistons.—(a) Except as may be expressly 
provided to the contrary in this Act, all determinations, authoriza- 
tions, regulations, orders, contracts, agreements, and other actions 
issued, undertaken or entered into under authority of any provision 
of law repealed by section 542 shall continue in full force and effect 
until modified by appropriate authority. 

(b) Where provisions of this Act establish conditions which must 
be complied with before use may be made of authority contained in or 
funds authorized by this Act, compliance with substantially similar 
conditions under Acts named in section 542 shall be deemed to con- 
stitute compliance with the conditions established by this Act. 

(c) No person in the service or employment of the United States or 
otherwise performing functions under an Act repealed by section 542 
or under section 408 shall be required to be reappointed or reemployed 
by reason of the entry into force of this Act, except that appointments 
made pursuant to section 110(a) (2) of the Economic Cooperation Act 
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of 1948, as amended, shall be converted to appointments under section 
527(c) of this Act. 

(d) Funds appropriated pursuant to provisions of this Act repealed 
[by the Mutual Security Act of 1956, 1957, or 1958] subsequent to the 
tume such funds are appropriated shall remain available for their original 
purposes in accordance with the provisions of law originally applicable 
thereto. References in any Act to provisions of this Act repealed or 
stricken out by the Mutual Security Act of 1957 or subsequent Acts 
are hereby stricken out; and references in any Act to provisions of this 
Act redesignated by the Mutual Security Act of 1957 or subsequent 
Acts are hereby amended to refer to the new designations. [Until 
June 30, 1958, funds used for the purposes of this Act shall be so used 
in accordance with the provisions of this Act as in effect prior to the 
date of enactment of the Mutual Security Act of 1958.] 


* * * * * * + 


[Src. 549. Speciat Provisions on AVAILABILITY OF Funps.—An 
amount equal to 25 per centum of the funds authorized to be appro- 
priated for any fiscal year for purposes of title III of chaper it or 
section 403 of this Act is authorized to be continued available for three 
months beyond the end of the fiscal year for which appropriated. 

Sec. 550. Inrormarion Porticy.—The President shall, in the reports 
required by section 534, or in response to requests from Members of the 
Congress or inquiries from the public, make public all information con- 
cerning the mutual security program not deemed by him to be incompatible 
with the security of the United States. 

Sec. 651. Limirarion on THe Use or THE Presipent’s SPEcIAL 
Avruoriry.—The authority contained in sections 403, 451, and 501 of 
this Act shall not be used to augment appropriations made pursuant to 
sections 103(b), 408, 411(b), and 411(c) or used otherwise to finance 
activities which normally would be financed from appropriations for 
administrative expenses. 


Public Law 885, 84th Congress 
AN ACT To provide certain basic authority for the Department of State. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of State 
is authorized to establish, maintain, and operate passport and des- 
patch agencies. 

Src. 2. The Secretary of State, when funds are appropriated there- 
for, may— 

(a) provide for printing and binding outside the continental 
United States without regard to section 11 of the Act of March 1, 
1919 (44 U.S.C. 111); 

(b) pay the cost of transportation to and from a place of stor- 
age and the cost of storing the furniture and household and per- 
sonal effects of an employee of the Foreign Service who is assigned 
to a post at which he is unable to use his furniture and effects, 
under such regulations as the Secretary may prescribe; 

(ec) employ aliens, by contract, for services abroad; 

(d) provide for official functions and courtesies; 

(e) purchase uniforms; and 
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(f) pay tort claims, in the manner authorized in the first para- 
graph of section 2672, as amended, of title 28 of the United States 
Code when such claims arise in foreign countries in connection 
with Department of State operations abroad. 

Src. 3. The Secretary of State is authorized to— 

(a) obtain insurance on official motor vehicles operated by the 
Department of State in foreign countries, and pay the expenses 
incident thereto; 

(b) rent tie lines and teletype equipment; 

(c) provide ice and drinking water for United States Em- 
bassies and Consulates abroad ; 

(d) pay excise taxes on negotiable instruments which are nego- 
tiated by the Department of State abroad; 

(e) pay the actual expenses of preparing and transporting to 
their former homes the remains of persons, not United States 
Government employees, who may die away from their homes 
while participating in international educational exchange activi- 
ties under the jurisdiction of the Department of State; 

(f) pay expenses incident to the relief, protection, and burial 
of American seamen, and alien seamen from United States vessels 
in foreign countries and in the United States Territories and 
possessions ; 

(g) pay the expenses incurred in the acknowledgment of the 
services of officers and crews of foreign vessels and aircraft in 
rescuing American seamen, airmen, or citizens from shipwreck or 
other catastrophe abroad or at sea; 

(h) rent or lease, for periods of less than ten years, such offices, 
buildings, grounds, and living quarters for the use of the Foreign 
Service abroad as he may deem necessary, and make payments 
therefor in advance; and 

(i) maintain, improve, and repair properties rented or leased 
pursuant to authority contained in subsection (h) of this section 
and furnish fuel, water, and utilities for such properties. 

Src. 4. The Secretary of State is authorized to— 

(a) make expenditures, from such amounts as may be specifi- 
cally appropriated therefor, for unforeseen emergencies arising 
in the diplomatic and consular service and, to the extent author- 
ized in appropriation Acts, funds expended for such purposes 
may be accounted for in accordance with section 291 of the Re- 
vised Statutes (31 U.S.C. 107); and 

(b) delegate to subordinate officials the authority vested in 
him by section 291 of the Revised Statutes pertaining to certifi- 
cation of expenditures. 

Src. 5. The Secretary of State is authorized to— 

(a) provide for participation by the United States in inter- 
national activities which arise from time to time in the conduct 
of foreign affairs for which provision has not been made by the 
terms of any treaty, convention, or special Act of Congress: 
Provided, That this subsection shall not be construed as granting 
authority to accept membership for the United States in any 
international organization, or to participate in the activities of 
any international organization for more than one year without 
approval by the Congress; and 
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(b) pay the expenses of participation in activities in which the 
United States participates by authority of subsection (a) of this 
section, including, but not limited to the following: 

(1) Employment of aliens; 

(2) Travel expenses without regard to the Standardized Goy- 
ernment Travel Regulations and to the rates of per diem allow. 
ances in lieu of subsistence expenses under the Travel Expense 
Act of 1949, as amended (5 U.S.C. 835-842); 

(3) Travel expenses of persons serving without compensation 
in an advisory capacity while away from their homes or regular 
places of business not in excess of those authorized for regular 
officers and employees traveling in connection with said inter- 
national activities; and 

(4) Rental of quarters by contract or otherwise. 

Src. 6. The provisions of section 8 of the United Nations Participa- 
tion Act of 1945, as amended (22 U.S.C. 287e), and regulations there- 
under, applicable to expenses incurred pursuant to that Act, may be 
applicable to the obligation and expenditure of funds in connection 
with United States participation in the International Civil Aviation 
Organization. 

Sec. 7. The exchange allowances or proceeds derived from the 
exchange or sale of passenger motor vehicles in possession of the For- 
eign Service abroad, in accordance with section 201(c) of the Act 
of June 30, 1949 (40 U.S.C. 481(c)), shall be available without fiscal 
year limitation for replacement of an equal number of such vehicles, 

Sec. 8. The Secretary of State may, when authorized in an appro- 
priation or other law, transfer to any department, agency, or inde- 
pendent establishment of the Government, with the consent of the 
head thereof, any funds appropriated to the Department of State, for 
direct expenditure by such department, agency, or independent estab- 
lishment for the purposes for which the funds are appropriated. 

Sec. 9. The Secretary of State is authorized to enter into contracts 
in foreign countries invo!ving expenditures from funds appropriated 
or otherwise made available to the Department of State, without re- 
gard to the provisions of section 3741 of the Revised Statutes (41 
U.S.C. 22): Provided, That nothing in this section shall be construed 
“ ye the provisions of section 431 of title 18 of the United States 

ode. 

Sec. 10. Appropriated funds made available to the Department of 
State for expenses in connection with travel of personnel outside the 
continental United States, including travel of dependents and trans- 
portation of personal effects, household goods, or automobiles of such 
personnel shall be available for such expenses when any part of such 
travel or transportation begins in one fiscal year pursuant to travel 
orders issued in that year, notwithstanding the fact that such travel 
or transportation may not be completed during that same fiscal year. 

Src. 11. Notwithstanding the provisions of section 16(a) of the 
Act of August 2, 1946 (5 U.S.C. 78(c)), the Secretary of State may 
authorize any chief of diplomatic mission to approve the use of Gov- 
ernment-owned vehicles in any foreign country for transportation of 
United States Government employees from their residence to the office 
and return when public transportation facilities are unsafe or are not 
available. 
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Sxc. 12. The Secretary of State, with the approval of the Bureau of 
the Budget, shall prescribe the maximum rates of per diem in lieu of 
subsistence (or of similar allowances therefor) payable while away 
from their own countries to foreign participants in any exchange of 
persons program, or in any program of furnishing technical infor- 
mation and assistance, under the jurisdiction of any Government 

ency, and said rates may be fixed without regard to any provision 
of law in limitation thereof. 

Src. 13. Allowances granted under section 901(1) of the Foreign 
Service Act of 1946 (22 U.S.C. 1131(1)), may include water, in 
addition to the utilities specified. 

Sec. 14. Appropriations now or hereafter made available for allow- 
ances granted under the authority in part A of title LX of the Foreign 
Service Act of 1946, as amended (22 U.S.C. 1131), including an 
allowance for water as authorized in section 13 of this Act shall be 
available for the payment of such allowances in advance. 

Sec. 15. Appropriations to carry out the purposes of this Act are 
hereby authorized. When so provided in an appropriation law, an 
appropriation made to the Department of State may remain available 
until expended. 

Sec. 16. (a) The Secretary of State is authorized to make grants to 
individuals who are engaged in teaching any modern foreign language, in 
an elementary or secondary school or an institution of higher education. 
Such grants shall be for the purpose of enabling such individuals, during 
the summer period when their services as teachers are not required, to 
obtain in an area, region, or country in which the language they are 
teaching is commonly used, advanced training in such language and 
training in other fields needed for a full understanding of such area, 
region, or country. The Secretary shall consult with the Secretary of 
Health, Education, and Welfare wiih respect to the selection of individuals 
for grants under this section and the establishment of standards for their 
selection, and the Secretary of State may make arrangements for the 
performance by the Department of Health, Education, and Welfare of 
such functions under this section as may be mutually agreeable to the 
Secretary of State and Secretary of Health, Education, and Welfare. 

(6) Notwithstanding section 1415 of the Supplemental Appropriation 
Act, 1953, or any other provision of law, the Secretary of State, in carrying 
out the provisions of this section, may use currencies, or credits for cur- 
rencies, of any foreign government (1) held or available for expenditure 
by the United States and not required by law or agreement with such 
government to be expended or used for any other purposes, or (2) made 
available under the provisions of subsection (c) of this section. 

(c) In order to make additional funds available for the purposes of 
this section the Secretary of State is authorized to enter into an executive 
agreement or agreements with any foreign government for the use of 
currencies, or credits for currencies, of such government deposited pur- 
sunt to agreements entered into under section 142(b) of the Mutual 
Security Act of 1954 or section 115(b)(6) of the Economie Cooperation 
Act of 1948, or any other Act and not required by agreement with such 
government to be expended or used for any other purposes. 
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Section 522 of the Foreign Service Act of 1946, as Amended (22 
U.S.C. 92) 


APPOINTMENTS AND ASSIGNMENTS TO THE RESERVE 


Sec. 522. Whenever the services of a person who is a citizen of the 
United States and who has been such for at least five years are required 
by the Service, the Secretary may— 

(1) appoint as a Reserve officer for nonconsecutive periods of 
not more than five years each, a person not in the adits of the 
Government whom the Board of the Foreign Service shall deem 
to have outstanding qualifications; [and] 

(2) assign as a Reserve officer for nonconsecutive periods of 
not more than five years each a person regularly employed in 
any Government agency, subject, in the case of an employee of 
a Government agency other than the Department of State, to 
the consent of the head of the agency concerned[.]; and 

(3) extend the appointment or ‘assignment of any Reserve officer, 
or continue the services of any such Reserve officer by reappointment 
without regard to the provisions of section 527 of this Act, for not 
more than five additional years if the Secretary deems it to be in the 
public interest to continue such officer in the Service, except that the 
assignment of any Reserve officer under paragraph (2) above may 
not be extended under the provisions of this paragraph without the 
consent of the head of the agency concerned. 


Section 1011(a) of the United States Information and Educational 
Exchange Act of 1948, as amended (22 U.S.C. 1442) 


INFORMATIONAL MEDIA GUARANTIES 


Src. 1011. (a) The Director of the United States Information 
Agency may make guaranties, in accordance with the provisions of 
subsection (b) of section 413 of the Mutual Security Act of 1954, of 
investments in enterprises producing or distributing informational 
media consistent with the national interests of the United States: 
Provided, That the purpose of making informational media guaranties 
shall be the achievement of the foreign policy objectives of the United 
States, including the objective mentioned in sections 413(b)(4)(A) and 
418(b)(4)(@) of the Mutual Security Act of 1954, as amended. 








MINORITY VIEWS OF MR. MORSE ON S. 1451 


The Committee on Foreign Relations has reported S. 1451 favor- 
ably to the Senate by a vote of 13 to 2, with 2 members not voting. 
Although the committee made many amendments to the bill originally 
pecans by the President, I voted against reporting the bill to the 

enate. 

My vote against reporting this bill was not cast because of any 
basic opposition to the concept of mutual security. Indeed, I support 
the basic concept of the mutual security legislation. The legislation 
has had my support in the past when I thought it was cast in a mold 
to serve the interests of the American people. But I have voted against 
the legislation in the past when I have found it so unsound in some 
of its provisions as to fail to serve the interests of our Nation. 


RECORD IN COMMITTEE 


During more than 3 weeks of sessions of the Committee on Foreign 
Relations I did my utmost to bring about changes in the Mutual 
Security Act of 1959 which might have adapted it to serve our inter- 
ests. During our sessions I submitted the following proposals: 

1. Because of my deep interest in our relations with Latin America 
and a belief that our programs there have overemphasized military 
assistance, I proposed an amendment which would have reduced the 
$96.5 million to be made available for military assistance to $50 
million. My amendment would have made the difference between 
$50 million and $96.5 million, namely, $46.5 million, available for 
special assistance to promote economic development in Latin America. 

his amendment was rejected by the committee. 

2. In an effort at reasonable compromise, and in cooperation with 
the junior Senator from Idaho, Mr. Church, we were successful in 
reducing the amount of military assistance for Latin America to a 
figure of $65 million, the difference between that and the amount re- 
quested by the administration, $31.5 million, being available for assist- 
ance “to an international military force under the control of the 
Organization of American States.” This amendment also provided 
that if such a force could not be brought into being, the sum of $31.5 
million is to be used for economic assistance to Latin America. This 
compromise is a move in the right direction but does not go far enough 
toward reducing military assistance to Latin America or increasing 
our assistance in the economic development of this area so vital to 
our national interest. 

3. I seconded a motion by the junior Senator from Idaho, Mr. 
Church, making it clear that our assistance to Latin America should 
promote hemispheric defense and should not be provided for the pur- 
pose of maintaining internal security in those countries. This pro- 
vision materially strengthened language of an amendment which was 
adopted last year on my motion. It is my belief that if the United 
States intervenes in internal security matters in Latin American 
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countries, it is violating one of the most basic tenets of the good 
neighbor policy. This amendment, much to my satisfaction, wag 
accepted by the committee. 

4. I supported an amendment offered by the junior Senator from 
Florida, Mr. Smathers, which, if accepted, would have expressed 
congressional support for the creation of a Western Hemisphere police 
force. The amendment was rejected. 

5. I supported an amendment by the junior Senator from Idaho 
which was adopted and we hope it will restrict the practice by the 
administration of putting the “secret” label on certain information 
about our mutual security program which the American people must 
know if they are to be able to judge the usefulness of foreign aid exhale 
itures of their tax dollars. 

6. I strongly urged an amendment which would have stopped 
military assistance to Latin American countries with dictatorial 
regimes. I wanted our policy to be clear that U.S. assistance is not 
to be used to support Fascist or Communist governments anywhere, 
This amendment was rejected. 

7. In the committee I gave general support to the Fulbright amend- 
ment which would have authorized the appropriation of $1.5 billion 
for each of 5 years for the Development Loan Fund. As a practical 
matter, I did not believe it would be feasible for countries we might 
assist to absorb $1.5 billion per year, at least not in the next couple of 
years. I therefore moved to reduce the amount authorized from 
$1.5 billion per year to $1 billion per year and this motion was adopted 
by the committee. 

In this connection, I should note that in the past I have opposed 
utting the Development Loan Fund on a long-term basis. It is my 
elief, however, that it is the duty of a Senator to follow where the 

facts lead. Careful examination and study of the operations of the 
Development Loan Fund and of the needs for capital loans to develop- 
ing countries led me to conclude that this fund should be put ona 
long-term, loan basis. My membership on the Committee on Foreign 
Relations provided the background for this conclusion, and I believe 
that the long-term Development Loan Fund provisions included in 
the bill before the Senate are among its strongest and most significant 
features. I shall support the retention of this provision in the bill. 

8. Consistent with my belief that the long-term loan principle is 
sound for economic assistance was my motion to reduce military funds 
in the bill by $400 million. This motion was rejected by the commit- 
tee. I regret that the committee did not adopt this amendment, 
which would have saved the taxpayers $400 million in the most 
bloated part of the bill and would have served notice on the Soviet 
Union and informed our friends that we view the principal threat to 
freedom and independence to be that attributable to inability to raise 
standards of living throughout the world. 

9. I moved to reduce the amount authorized for defense support 
from $835 million to $750 million, a reduction of 10 percent. This 
motion was rejected. Defense support is a form of grant economic 
assistance, presumably justified because of our military assistance 
expenditures, which I believe are excessive. The area of defense 
support has, in my opinion, been one of the most wasteful of the 
entire program. It could be reduced by 20 percent and still not injure 
the overall program. 
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10. I also moved to reduce the category of special assistance— 
another grant economic aid program—by 10 percent. This motion 
was agreed to. This saved $27 million from the administration 
request. 

11. Finally, | moved to reduce the amount available to the Presi- 
dent in the contingency fund by 60 percent, a total of $120 inillion. 
This motion, if it had succeeded, would have saved the taxpayers of 
the United States a substantial amount which | am convinced will be 
frittered away if it is left in the bill. I refused to go along with a mo- 
tion to reduce this figure by only 10 percent because such a reduction 
would have been only a token reduction done only for parliamentary 
negotiating purposes. 

I have gone to some length in this report in discussing my record 
during the executive markup sessions of the Committee on Forei 
Relations because those records are not made public and because the 
suggestion is often made that | do not have positive reasons for certain 
of my actions. 

At the time I announced my vote against favorably reporting S. 
1451, a summary of my reasons for opposing that bill was set forth 
in a press release. On June 16, I stated: 


—Pe +f 


SUMMARY OF VIEWS 


— cr 


I voted against the mutual security bill in the Foreign 
Relations Committee for the following reasons: 

1. The committee failed to eliminate at least $400 million 
of military aid waste in the bill. 

2. It failed to eliminate at least another $200 million of 
waste in other items of the bill. 

3. The bill provides for $245 million more than the Eisen- 
hower administration asked for in the first place. 

4. The bill does a great injustice to the American tax- 
payers. It grants great sums of money to many countries 
in which tax evasion and tax dodging are notorious. 

Such low tax-collecting countries should be required to pay 
more of their share of mutual defense by collecting taxes from 
their own people rather than have the taxpayers of the 
United States assume tax burdens other than their own. 
The time has come for the American taxpayers to hold both 
the Congress and the executive branch of our Government 
to a political accounting for such an inexcusable waste of 
millions of American tax dollars. 

5. The bill does not represent the real desire of many 
members of the committee as to the amounts of money for 
many of the items. I refuse to vote for a bill for parliamen- 
tary trading purposes. By that I mean that some members 
voted for higher amounts in the bill because they expect both 
the Senate and the conference committee to cut those 
amounts and then they expect the Appropriations Com- 
mittee may cut them. I consider it the duty of the Foreign 
Relations Committee to vote out a bill that represents the 
honest judgment of the committee—not a padded bill. 
This bill is knowingly padded. 
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6. The bill in part weakens American security because it 
will stir up anti-American feeling in many parts of the world, 
Its grants to dictatorships of large sums for military aid do 
not strengthen us in our fight against communism but rather 
play into Russia’s hands. It creates a great deal of anti-Ameri- 
can feeling in many parts of the world. 

I am for strong U.S. defenses and strong NATO defenses 
and for sound foreign economic aid. But I am not for this 
bill which perpetuates an unsound foreign policy and weak- 
ens our greatest defense weapon, namely, our own economic 
strength. 

The votes of many of the majority cannot be squared by 
their professings about balancing the budget. Here was a 
chance for the budget balancers to save a minimum of $600 
million for the taxpayers of America and not weaken our 
national security one iota. 

I wish to warn the American people that once again an 
attempt will be made by this administration and the sup- 
porters of this bill to scare them into believing that Russia 
will get us if we don’t adopt this bill which, in fact, wastes 
hundreds of millions of dollars. 

I will yield to no one in voting adequate defenses for my 
country, but I refuse to be a party to letting the military 
minds, which are in control of our mutual security program, 
continue to waste such huge sums of money. I know that if 
the American taxpayers knew the facts about this bloated bill, 
they would support my position. 

It is my hope that when the bill reaches the floor of the 
Senate, we will be able to modify it and amend it so that all 
of us can vote for it. 

In 1957 I voted against a mutual security bill in the 
Foreign Relations Committee and on the first vote in the 
Senate, but the fight that those of us put up in opposition to 
its original form resulted in sufficient modification in the final 
conference with the House that I was able to vote for it on 
final passage. 

I hope that similar modifications will be made in this bill 
so that I can vote for it. However, if it remains in its present 
form, I shall continue to vote against it in the interest of a 
sound mutual security program. 


SHORTCOMINGS OF BILL 


Mutual security legislation will have my support in the future if, but 
only if, I am convine ced that it has been adapted i in such a way as to 
protect this Nation from military threat, to assist developing nations 
to get on their own feet economically, socially, and politically, and to 
promote individual freedom abroad. The bill before the Senate is 
better than the bill sent to the Senate by the President. But it 
suffers from the serious shortcomings I have mentioned above. 

Financially, the bill before the Senate gives the President not only 
what he asked for in the sums to be authorized for expenditure, 
namely, $3.9 billion, but makes available to him no less than $245 
million more than he asked for. The bill authorizes the appropriation 
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of $3.1 billion. But, in addition, it permits the President to borrow 
an additional $1 billion from the Treasury for the Development Loan 
Fund, a program of economic loans to foreign countries. 

The argument is made that the President will not use this $1 billion. 
The argument is made that this $1 billion will not be a charge on the 
Treasury during the next fiscal year. I am not persuaded by these 
arguments because they are simply evasions of one important funda- 
mental fact, namely, that this $1 billion will eventually be charged 
to the American taxpayer. This billion dollar amount is a sound 
estimate and I am all for it. However, the bill should be cut in other 
items so as to reduce it substantially from the total amount asked for 
by the administration. 5 

As I noted above, I support making this $1 billion available for 
development loans. But we should not vote this money and then 
try to justify it by claiming that it really will not be spent. Instead, 
we should reduce proportionately those portions of the bill con- 
taining direct military assistance funds and those containing eco- 
nomic assistance related to military aid. 

Indeed, I believe the President should use the funds in the Develop- 
ment Loan Fund as rapidly as sound programs can be developed. 
We have no time to spare in the economic race with the Soviet Union. 
The greatest threat we face is that posed by the economic offensive 
of the Soviet Union in underdeveloped countries and I am at a loss to 
understand why Members of Congress can take the position that the 
Development Loan Fund should be reduced and military assistance 
maintained at a large figure. 

Actually, the program presented originally by the President, so far 
as its overall figures were concerned, was not as badly inflated as it 
was out of balance. I object, however, to giving the President on 
an overall basis more than he asked for. 

The fact is, and we may as well face it, that it is a characteristic of 
Presidents to ask Congress for more than is needed to meet estimates 
of the executive branch, simply because Presidents expect to have 
their requests for funds reduced in amount by the Congress. This 

ear, however, the President will get, if this bill passes, not only what 

e asked for, but $245 million more. Furthermore, once Congress 
gives money to the President, he spends it. I know there are a few 
exceptions to this statement, but I predict that if Congress gives the 
President authority to commit a total of $4.1 billion during next year, 
he will spend it. 

Administratively, the bill before the Senate is a monstrous thing. 
It is wide open with delegations of legislative authority to the Presi- 
dent. The President is given a contingency fund of $180 million— 
the fund I sought to reduce by 60 percent. He in turn delegates mean- 
ingful authority to handle that fund to various lower echelon, politi- 
cally unresponsible, officials. 

The bill also labels economic assistance as defense support. It pro- 
vides funds for military assistance for projects which have no relation- 
ship to the security of the United States. The bill continues as a sepa- 
rate agency the International Cooperation Administration and gives 
it administrative responsibility for vital activities of foreign policy. 
The bill makes no provision for continuity of planning. It is still based 
on the theory that foreign aid may come to an end next year, when 
we all know it will not. 
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The bill, even with the admirable amendment by the junior Senator 
from Idaho, Mr. Church, does not go far en in preventing use 
of the secrecy label by the administration in keeping secret from the 
American people factors affecting our very survival. 

Militarily, the bill is loaded with unnecessary funds for military 
assistance to countries which could be of no conceivable assistance in 
defense against the possibility of military attack by the Soviet Union, 
Military funds are available to bolster dictatorships, to rent milita 
sites at exorbitant prices, to support armies vastly in excess of recipi- 
ent countries’ capacities, to provide sophisticated weapons to un- 
sophisticated people, and to assist our own Military Establishment in 
unloading obsolete equipment, thereby acquiring funds in excess of 
amounts authorized by the Congress in military appropriation bills, 

Economically, the bill contains financial gifts for governments that 
should be doing more for themselves, but which will never undertake 
essential economic readjustments so long as we continue to support 
them. Although the bill would make $1 billion per year for 5 years 
available to the Development Loan Fund—of which I heartily ap- 
prove—it has failed to accompany that desired action with a move 
toward reducing gift funds, and the padded requests for military 
assistance. 

PAST RECOMMENDATIONS IGNORED 


My opposition to this bill, and the opposition of many of my col- 
leagues in the Senate, should come as no surprise to the executive 
branch of the Government. 

In the summer of 1956, the late distinguished chairman of the 
Committee on Foreign Relations, Senator George, proposed the crea- 


tion of a Special Committee to Study the Foreign Aid Program. He 
knew even then the program was in trouble. The committee created 
by the Senate included not only all of the members of the Committee 
on Foreign Relations, but distinguished senior members from the 
Committees on Appropriations and Armed Services, including Sen- 
ators Hayden, Russell, Bridges, and Saltonstall. The special com- 
mittee, assisted by an able staff, enlisting the research facilities of the 
most reputable educational and research institutions in the United 
States, and with the help of a number of our most able citizens of all 
political persuasions, reported the results of its work to the Senate 
in May of 1957. 

The special committee submitted a unanimous report—a most 
unusual occurrence in the U.S. Senate. 

That report set forth in 30 pages the most definitive analysis of our 
aid program that has ever been produced. Broad-gauge, carefully 
worked out recommendations were outlined in heavy, black type, the 
better to be read by the Executive and the Congress. 

So far as I have been able to ascertain, those recommendations, 
most of which were directed at the executive branch of the Govern- 
ment, were not read, or, if read, fell on sterile soil. Regretfully, some 
of the recommendations which should have been taken to heart by 
my colleagues in the Congress were also ignored. 

As a result of the executive branch phobia—that only what it 
originates is right—and as a result of our congressional inability to 
force into the program certain changes in policy direction and admin- 
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istrative practice, the foreign aid program has encountered increasing 
opposition among the American people. Many of the able Senators 
who served on that special committee have found the annual foreign 
aid programs presented to the Congress to be so at variance with 
concepts of a sound aid program that they have had to vote against 
them, despite the fact that in 1957 they were able to subscribe to a 
unanimous report which in summary stated: 


In summary, the committee believes that there are valid 
reasons for the United States to continue various types of 
foreign aid. Such aid, if clearly conceived and properly 
administered, may be expected to serve the interests of the 
United States by promoting its defense, by contributing to 
its economic growth and spiritual strength, and by helping 
to develop a world environment of freedom in which the 
American people may live in peace. 

Uncertainties have plagued the foreign aid programs in 
recent years. The committee does not believe that the 
foreign policy interests of the United States are served by 
continued uncertainty as to the objectives and the nature 
of our aid programs. Such uncertainties have given rise to 
confusion not only among our citizens but to confusion 
among nations which look to the United States for leadership. 

The committee was impressed by the fact that it has re- 
ceived very few expressions of view proposing the outright 
abandonment of these programs. ‘There have been criticisms 
of particular programs, but often those who opposed one 
program supported another. Some who were critical of 
military assistance, for example, supported funds for eco- 
nomic development; some who felt that economic assistance 
should be on a loan basis have urged military assistance on a 
grant basis; some who opposed economic assistance through 
the United Nations supported bilateral technical assistance 
programs. 

As indicated in the following pages, there are many ways 
in which foreign aid programs can and must be improved. 
Objectives can be clarified, some grant programs can be 
converted to loans, administration can be streamlined, and 
substantial sums can be saved. There may be disagreement 
as to details and amounts, but on the fundamental question 
of whether these programs in modified and improved form 
should be continued, there is only one answer. 

Foreign aid is necessary, and it can and must be made to 
serve the national interest, commensurate with its cost. 


The basic conclusions and recommendations of that 1957 report are 
still, for the most part, valid, simply because we have not yet done 
the things the special committee recommended. I could support an 
aid program tailored to the recommendations of that special com- 
mittee—recommendations which would both reduce the cost of foreign 
aid and improve its effectiveness if they were carried out. 

So. that the executive branch may once again have opportunity to 
examine these recommendations, I reprint here the final recommen- 
dations of the 1957 report, which read: 
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VY. RECOMMENDATIONS ON Foretcn Arp PRoGRAMS 
A. CLARIFICATION OF OBJECTIVES OF POLICY 


The objectives of the various foreign aid programs should 
be separated, refined, and restated, as necessary, by the 
executive branch and the Congress. 

All foreign aid undertaken by the United States should 
serve the national interests of the United States. There are, 
however, diverse national interests involved in our relations 
with other nations and various types of foreign aid programs 
by which these interests may be served. 

The committee recommends that the following be regarded 
as appropriate objectives of foreign aid, to be pursued, as 
necessary, by separate aid programs: 

1. To increase the effectiveness of the military defense of 
the Nation and to lower its total cost to the people of the 
United States. 

2. To stabilize situations in other countries to the extent 
that such situations involve the critical security and political 
interests or the humanitarian concern of the United States. 

3. To promote friendly cooperation with countries seeking 
technical assistance in modernizing their societies. 

4. To encourage the evolution of free political and eco- 
nomic systems in other independent nations by assisting 
them, on a. self-liquidating basis, in their economic 
development. 

B. MILITARY AID POLICY 


Military aid should be continued and efforts consistent 
with national security should be made to reduce the rate of 
expenditures. 

The committee finds that military aid is essential to the 
national defense and recommends that it be continued. On 
the basis of its inquiry, it believes immediate reductions 
in costs are possible and notes that in recent weeks the 
President has proposed a saving of $500 million in his 
January budget estimates. The committee urges the 
President to continue to examine the budgetary estimates 
for military aid for fiscal year 1958 with a view to additional 
reductions. In this connection the committee calls attention 
to three specific questions: (1) The suitability of the level 
of military aid and the types of arms being provided to less 
developed countries; (2) the possibility ‘that competition 
for arms aid among recipients is adding unduly to the cost 
of the program; (3) the possibility that, in planning foreign 
aid programs, insufficient consideration is given to the 
impact of arms aid as a factor in generating increased needs 
for supporting aid. 

The committee further recommends that the appropriate 
standing committees of the Senate make a broad inquiry 
into the present relationship of military aid to the strategic 
concept of the defense of the United States in order to 
determine the effectiveness of the interrelationship and to 
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make recommendations on permanent policy with respect 
to military aid. 


C. NONMILITARY AID POLICY 


1. Supporting aid should be continued and efforts con- 
sistent with national security should be made to reduce the 
rate of expenditure. 

The committee believes that the continuation of support- 
ing aid, which goes in large part to peoples under critical 
threat of Communist aggression or subversion, is in the 
national interest. It also believes that reductions in the 
budgetary estimates for fiscal 1958 are possible, and to that 
end urges the President to reexamine immediately those 
estimates country by country. In this connection, it calls 
special attention to the following: (1) The question of 
unrealistic exchange rates as they affect the cost of support- 
ing aid; (2) the question of the adequacy of the criteria now 
being employed by the executive branch in determining 
areas of critical importance to the United States and emer- 
gency situations; and (3) the question of separating from 
what is now defense support that aid which in fact should be 
classified as development assistance. 

The committee further recommends that the Committee 
on Foreign Relations study in detail the operation of sup- 
porting aid in countries where it has assumed significant 
proportions and an apparently continuing status, with a 
view to recommending measures for orderly reduction of 
such aid and, where possible, its elimination through more 
intensive economic development of such countries over a 
definite period of time. 

2. Technical assistance should be continued substantially 
as at present. 

The committee recommends full support of this program. 
It recommends further that the executive branch begin now 
to consider additional ways in which this program, now 
named technical cooperation, may actually be made more 
cooperative in fact. 

3. Economic development assistance should be put on a 
serene basis through the mechanism of a development 
und. 

For reasons noted in its conclusions, the committee recom- 
mends discontinuance of grants for development assistance, 
except insofar as technical aid may contribute to this end. 
It urges, further, that all funds for development assistance 
be centralized in the proposed development fund. The con- 
cept of this fund must not be that of a new name for grants 
or solely that of a new source of loans on easy terms. The 
concept should be such as to permit the fund to supplement 
the lending operations of the Export-Import Bank and the 
International Bank, to promote the flow of private capital 
abroad and to encourage the development of private enter- 
prise within recipient countries. As already noted, there 
are banking and financing devices 1n addition to loans which 
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might well be encompassed in this concept. It is possible, 
for example, to envisage the revolving fund being used for 
joint investments with private enterprise or for the acquisi- 
tion of debentures in national and regional development 
banks of a quasi-public nature established by other countries. 
The fund should be so operated as to encourage expanding 
participation by private enterprise in international develop- 
ment. 
D. ADMINISTRATION OF AID PROGRAMS 


1. Military aid should be administered by the Department 
of Defense with foreign policy direction of this aid vested in 
the Secretary of State. 

Present legislation does provide for an administrative 
arrangement of this kind. In practice, the Department of 
Defense does carry out the military aid program. As noted, 
however, the responsibilities of the Secretary of State for pro- 
viding foreign policy direction to military aid have been 
delegated to the Director of the International Cooperation 
Administration. The committee doubts that the Director 
is in an influential enough position to provide the type of 
foreign policy direction which must be provided if military 
aid is to work harmoniously with other aspects of foreign aid 
and foreign policy. It strongly urges that the Secretary of 
State assume responsibility for giving foreign policy guidance 
to military aid. 

2. Responsibility for supporting aid should rest with the 
Secretary of State. 

Supporting aid must be responsive to continuing changes in 
the international situation and to events in recipient coun- 
tries. Primary responsibility for registering and interpreting 
these changes into foreign policy rests with the Secretary of 
State. 

The committee is aware of the reluctance of the present Sec- 
retary of State to include operating functions in the Depart- 
ment of State. It is also aware of the already heavy burdens 
of his office in making and administering policy. Operating 
functions connected with foreign aid will increase these bur- 
dens. The committee notes, however, that the instruments 
of government can hardly be designed effectively if they must 
be continually reshaped to meet the changing predilections 
of changing incumbents. 

The committee does not, at this time, recommend that 
Congress insist upon a full merger of the International Co- 
operation Administration with the Department of State. 

he logic of such a move is in any event already compelling 
such mergers in many U.S. diplomatic posts abroad, notably 
in Europe. The committee believes these mergers are in the 
interest of more effective and efficient operations and it in- 
vites the attention of the executive branch to them. It sug- 
gests that the Secretary of State reexamine his position on 
this question with a view to continuing and speeding up the 
process of integration of the International Cooperation Ad- 
ministration into the Department. 
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So long as the International Cooperation Administration 
continues to exist, the committee urges clarification of its 
present ambiguous status as a “semiautonomous” agency 
within the Department of State. It recommends, in this 
connection, that responsibility for supporting aid rest with 
the Secretary of State. 

3. Consideration should be given to separating the adminis- 
tration of technical assistance and the proposed development 
fund from the administration of other forms of foreign aid. 

These two types of aid do not normally have immediate 
political or military impact Their long-range efiect on our 
relations with other nations, however, may be of the greatest 
significance. If technical assistance and development assist- 
ance continue to be administered together with supporting 
aid, as at present, their long-range purposes are likely to be 
obscured and their impact reduced by their being confused 
with more urgent needs of foreign policy. Furthermore, the 
committee sees little prospect of placing all development 
assistance on a repayable basis, as can and should be done, if 
the intermingling persists. 

To make the maximum economic use of the proposed 
development fund, its operations must be closely coordinated 
with those of other sources of capital which flows abroad. 
The committee recommends therefore that consideration be 
given to vesting control of the proposed development fund 
in a Government corporation which would include on its 
board of directors representation drawn from the Export- 
Import Bank, from the U.S. directorate on the International 
Bank, from the Department of State, and from the Depart- 
ment of Commerce. 

4. Present coordinating arrangements for interrelating 
foreign aid policies with other activities abroad should be 
reexamined by the President and the Senate and revised as 
necessary to insure greater effectiveness. 

The committee calls attention to the fact that activities of 
the Department of Agriculture, the U.S. Information Agency, 
the Export-Import Bank, and other agencies and depart- 
ments as well as those of U.S. delegations to various inter- 
national organizations bear a close relationship to the 
administration of foreign aid. The committee believes that 
the need exists to study, clarify, and improve existing 
procedures for coordination of these various activities and 
urges both the appropriate authorities in the executive 
branch and the appropriate committees of the Senate to 
examine this problem in detail. 

5. Personnel policies for fereign aid administration should 
be reexamined by the executive branch in the light of the 
committee’s other recommendations with a view to securing 
satisfactory conditions of employment for essential personnel 
while limiting the number of this personnel by utilizing, 
where appropriate, private contractors and universities and 
skilled personnel from other Government departments in 
carrying out the aid programs. 

To the extent that the committee’s other recommendations 
are applied, the committee believes that a substantial 
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contraction in the number of officials engaged in foreign aid 
operations can be anticipated and, with it, increased effec- 
tiveness in these operations. So long as foreign aid is 
continued, however, the need will exist for capable Govern- 
ment employees—military and civilian—of high competence 
in these operations. These employees should have satisfac- 
tory conditions of employment and tenure as in fact those 
from the Department of Defense now have and those of the 
International Cooperation Agency would have if this 
agency were fully integrated into the Department of State. 

To minimize the number of aid personnel, the committee 
urges that maximum utilization be made of technically 
competent employees from other departments of the Govern- 
ment on a temporary basis in connection with foreign aid 
operations. It also urges improvement of present contract- 
ing procedures to encourage wider participation on the 
part of universities and private organizations and firms in 
these operations. 

E. LEGISLATION 


1. Future legislation should make clear the distinction of 
purpose and function as between these principal categories 
of aid: military aid, supporting aid, technical assistance, and 
economic development assistance. 

The committee notes that the legislative question involved 
in this recommendation is not so much one of whether these 
various types of aid are provided for in a single piece of 
legislation or in two or more. The important point is that 
whatever form the legislation takes, the purposes of each 
type of aid should be clearly demarcated and expenditures 
of funds earmarked for each type should be directed to its 
specific purposes. Unless this 1s done, it will not be possible 
for the people of the United States or the Congress to under- 
stand either the distinct objectives or the magnitude of the 
various programs. It will not be possible to form an evalua- 
tion of their varying efficacy. It will not be possible, in 
short, to control these programs in a responsible fashion. 

With particular reference to the proposal which has been 
made to place funds for military aid in the Department of 
Defense appropriation, the committee believes that, if the 
President so desires, this change should be carefully con- 
sidered. If the change is made, however, the committee 
believes that such funds should continue to be clearly ear- 
marked for foreign military aid and that Congress should 
continue to authorize such appropriations annually, pending 
a clear determination of the role of military aid in the total 
strategy of national defense. 

2. An economic development fund should be established 
to provide assistance on a repayable basis to other inde- 
pendent nations for economic development purposes. 

The committee does not believe that such a fund can be 
established on a businesslike basis unless it is treated apart 
from the other types of aid. The one possible exception is 
technical assistance, whose purposes while presently distinct, 
in the long run dovetail with those of economic development. 
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Further, the committee believes that this fund is too im- 
portant to be set up in haste. Interim measures may. be 
necessary, but the fund should not be established in perma- 
nent form until its implications have been fully examined by 
the executive branch and the appropriate committees of the 
Congress. On the basis of its consideration of this question, 
the committee recommends that the following criteria should 
guide the formation of such a fund: 

1. All bilateral development assistance, other than that 
extended by the Export-Import Bank, should be provided 
through the proposed revolving fund. 

2. All development assistance should be extended on the 
basis of reasonable expectation of repayment. Such assist- 
ance must of course involve financial risks but it should not 
be a camouflaged form of grant aid. 

3. The concept of the fund’s function should be broader 
than the extension of ‘soft loans” as heretofore described. 
It should encompass the use of other financial devices for en- 
couraging the flow of capital abroad, including joint under- 
takings with private enterprise and direct and indirect invest- 
ments abroad out of the funds resources. 

4. The policies of the revolving fund should be closely co- 
ordinated with those of the Export-Import Bank at the 
positions taken by the U.S. representatives in the Interna- 
tional Bank. To that end U.S. representation from both 
sources should be brought into the direction of the fund. 

5. The operations of the fund should help to encourage the 
flow of private capital abroad. Ideally, it should help to 
bring about the day when private enterprise can carry the 
responsibility for supplying capital for economic develop- 
ment. To that end representation from the Department of 
Commerce should be brought into the direction of the fund. 

6. The fund should be operated with an awareness of 
foreign policy considerations. To that end, representation 
from the Department of State should be brought into the 
direction of the fund. 

7. The fund’s working capital should not be provided in a 
lump sum by Congress but should be built up in an orderly 
fashion by payments into its capital over a period of years, 
as the needs become clearer and as Congress has an oppor- 
tunity to determine how soundly it is being operated. 


VI. ConcitupInc CoMMENTS 


The committee recognizes that the recommendations it 
has proposed involve far-reaching changes in the concept 
and the operation of the foreign aid programs. It recognizes 
that these changes cannot be brought about in a moment. 
Nevertheless, it believes they can and should be brought 
about promptly if the foreign aid programs are to continue 
to continue to serve the national interests. 

_ The committee anticipates that many of its recommenda- 
tions can find expression in the foreign aid legislation for the 
fiscal year, beginning July 1, 1957. It believes that there 
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can be a clarification of the purposes and the types of aid 
programs. It believes that a beginning can be made on the 
administrative improvements which it has proposed. It 
believes that there can be an immediate and discriminating 
reduction in aid provided on a grant basis but it warns against 
the adverse consequences inherent in indiscriminate cuts to 
om safety and the international position of the United 
tates. 

The committee recommends, therefore, that the Senate 
consider the President’s proposals for mutual security 
legislation for the fiscal year beginning July 1, 1957, in the 
light of these immediate expectations. It is convinced that 
they are reasonable expectations. 

urther inquiry into certain aspects of foreign aid pro- 
grams is desirable and necessary. The need beeen to 
examine in detail the relationship of military aid to the 
strategic concepts of national defense, if not those concepts 
themselves. The need remains to study in depth the opera- 
tion of supporting aid in many countries. The need remains 
to study the coordination of aid programs with various 
overseas activities of other departments and agencies of the 
Government. The need remains to examine fully the 
financial and other economic implications of a revolving 
fund for development prior to its establishment in final form, 
the examination to include the question of the accumulation 
of large holdings of local currencies by the United States. 
The need remains to examine the question of tax incentives 
and other devices for encouraging the flow of private invest- 
ment abroad. 

The special committee has not examined these questions in 
detail, partly out of limitations of time and because some of 
them fall clearly within the competence of standing com- 
mittees of the Senate. Despite these limitations, the com- 
mittee is satisfied that it has substantially discharged the 
responsibility vested in it by the Senate to make a thorough 
study of the foreign aid programs. It has found that these 
programs do serve the interests of the United States but that 
they can be made to serve those interests at a lower cost, with 
a much higher degree of effectiveness than is now the case. 

The committee wishes to make it abundantly clear that 
foreign aid is not an end in itself but is an instrument of 
national policy. The objective of our aid policy is to help 
create conditions in the world which will permit the termina- 
tion of foreign aid programs, to the end that they will no 
longer constitute a burden on the American people. The 
final proof of able administration of the aid programs will 
be evidenced by the speed with which this end 1s achieved. 


Since that report was made 2 years ago, I have been assiduous in 
my efforts to bring it to the attention of members of the executive 
branch and of the Congress. I have made numerous speeches calling 
attention to its recommendations. 

Even in 1957, however, I found it necessary to oppose the foreign 
aid bill when it was first before the Senate because it so largely ignored 
the recommendations of the committee. The minority views which 
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I filed that year noted that the Committee on Foreign Relations 
sought to accommodate the views of the administration, out it did 
so “by ignoring in large measure the key recommendations of the 
Senate’s own Special Committee To Study the Foreign Aid Program.” 

Indeed, it is this very tendency which we often encounter in Con- 

ess—the tendency to accommodate to the views of the executive 

ranch of the Government—which I fear will ultimately destroy our 
freedoms. Instead of thinking for ourselves, we constantly ask: 
What does the executive branch want? 

What the executive branch wants is to have things its own way. 
Out of the some 50 or 60 amendments considered this year by the 
Committee on aa Relations, I would estimate that 90 percent 
of them were opposed by the executive branch. 

How can we have a government of separation of powers if growing 
numbers of this body will not vote their convictions until the executive 
branch of the Government has had opportunity to tell them what 
their convictions should be? Are we elected to our honored positions 
to reflect what the American people think, or what some underling 
of the President thinks? 

One of the arguments made again and again by some Senators on 
the Foreign Relations Committee was that we should go along with 
the administration bill because it is what the President has requested. 

The rhetorical question was asked again and again: ‘‘Who are we 
to question the President on mutual security matters?” 

My answer was, and is, that it is our clear duty under our oath of 
office to question the President whenever we believe the facts do not 
support the President’s position. 

he Senate Foreign Relations Committee spent more than 3 weeks 
in hearings on this bill; the hearing record is voluminous. The com- 
mittee spent many more days in executive session during the markup 
of the bill. Committee members, as a result of the long hearings and 
thorough analysis of the bill, undoubtedly could pass a stiffer exami- 
nation on the bill and the foreign-aid program than could the Presi- 
dent himself, and I make this comment most respectfully. 

However, every Senator knows the President has not given to this 
bill the detailed study which members of the Foreign Relations Com- 
mittee must give to it. His time simply does not permit it. We all 
know that the bill and the details of the mutual security program are 
repared for him by many subordinates in the executive branch. The 

resident, with his multitude of duties, can pass value judgments upon 
only the major features and objectives of proposed legislation. 

Under our constitutional system, it is the duty of Congress to check 
the details of such legislation, and correct any mistakes or waste or 
potential inefficiencies found embedded in it. 

It is an easy “‘out’’ for a Member of Congress to say, “I voted for 
the bill to back up the President.” But such an argument just is not 
good enough, because the voters, under our parliamentary system of 
checks and balances have the right to ask Members of Congress to 
weigh carefully the recommendations of the administration and to 
correct those mistakes and unsound policies which congressional hear- 
ings and research studies reveal to be contained in any bill recom- 
mended by the President. 

It is an easy ‘“‘out’’ to rubberstamp a President’s wishes. But when 
Members of Congress do it, they evade their legislative responsibilities, 
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NEW BEGINNING ESSENTIAL 


Plain speaking is required. Except for a half-hearted, inadequate 
response to the recommendation of the special committee of 1957 for 
the creation of the Development Loan Fund, we have bumbled along 
with an aid program that “just growed.” Executive leadership is 
nonexistent. From Presidential messages to the secret justifications 
presented to the Committee on Foreign Relations, we have encoun- 
tered only rewritten cliches year after year. We can anticipate that 
these cliches will be rewritten for use again next year, as they were 
last year, and the year before. The foreign aid rut is so deep that 
the American ae will call a halt to the whole program unless we 
have the courage to dig ourselves out and move in new directions, 

Our foreign aid programs are in for progressively more trouble, year 
after year, unless the Congress asserts its foreign policymaking role in 
such a way as to force aid programs into the channels which our special 
committee charted over 2 years ago. 

My proposal that the military assistance program be reduced by 
$400 million was the result of the recommendation of the special com- 
mittee, and I quote from the report, that ‘‘on the basis of its inquiry,” 
the special committee “believes that immediate reduction in costs are 
possible. * * * 

When I proposed a reduction in funds authorized for defense 
support, and for special assistance—both categories of grant aid— 
I had clearly in mind the finding of the special committee, and again 
I quote, that— 


it is a characteristic of independent peoples that while they 
may be compelled to accept supporting assistance (defense 
support and special assistance) because of a military or 
political situation that is beyond their immediate power to 
control, they do not formally relish such assistance. They, 
no less than ourselves, ought normally to be anxious to reduce 
this element of dependency as rapidly as possible. Unless steps 
are taken promptly to bring about such a reduction, support- 
ing assistance is likely to become increasingly an irritant in 
our relations with them. 


When I supported putting the Development Loan Fund on a long- 
term basis so that it might replace to some extent our grant economic 
aid, I had clearly in mind the statement of the special committee that— 


The concept of this fund must not be that of a new name for 
ants or solely that of a new source of loans on easy terms. 
he concept should be such as to permit the fund to supple- 

ment the lending operations of the Export-Import Bank and 

the International Bank, to promote the flow of private capital 
abroad, and to encourage the development of private enter- 
prise within recipient countries. 


In short, the views which I sought to embody into changes in the 
mutual security program were views based upon the most careful 
research done by the most reputable individuals and institutions in 
the United States at a cost to the American taxpayer of some $250,000. 
They were views supported unanimously by 19 of the most distin- 
guished Members of the U.S. Senate. 
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The bill before the Senate this year is, as the committee report 
suggests, a beginning—but it is only a beginning. Unless the Senate 
sees fit to make certain additional changes in the bill before it, by 
reducing funds for military purposes, by moving more rapidly to re- 
duce gift aid, and by removing more of the wraps of secrecy, the small 
beginning the committee has made will be engulfed in the maze of 
bureaucracy before the year is out. 

I will continue to devote my efforts toward making the mutual 
security program one which will serve the American people. 


O 
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MINORITY VIEWS OF MR. MORSE ON S. 1451 


The Committee on Foreign Relations has reported S. 1451 favor- 
ably to the Senate by a vote of 13 to 2, with 2 members not voting. 
Although the committee made many amendments to the bill originally 

roposed by the President, I voted against reporting the bill to the 
enate. 

My vote against reporting this bill was not cast because of any 
basic opposition to the concept of mutual security. Indeed, I support 
the basic concept of the mutual security legislation. The legislation 
has had my support in the past when I thought it was cast in a mold 
to serve the interests of the American people. But I have voted against 
the legislation in the past when I have found it so unsound in some 
of its provisions as to fail to serve the interests of our Nation. 


RECORD IN COMMITTEE 


During more than 3 weeks of sessions of the Committee on Foreign 
Relations I did my utmost to bring about changes in the Mutual 
Security Act of 1959 which might have adapted it to serve our inter- 
ests. Dating our sessions I submitted the following proposals: 


1. Because of my deep interest in our relations with Latin America 
and a belief that our programs there have overemphasized military 


assistance, I proposed an amendment which would have reduced the 
$96.5 million to be made available for military assistance to $50 
million. My amendment would have made the difference between 
$50 million and $96.5 million, namely, $46.5 million, available for 
special assistance to promote economic development in Latin America, 
This amendment was rejected by the committee. 

2. In an effort at reasonable compromise, and in cooperation with 
the junior Senator from Idaho, Mr. Church, we were successful in 
reducing the amount of military assistance for Latin America to a 
figure of $65 million, the difference between that and the amount re- 
quested by the administration, $31.5 million, being available for assist- 
ance “to an international military foree under the control of the 
Organization of American States.” This amendment also provided 
that if such a force could not be brought into being, the sum of $31.5 
million is to be used for economic assistance to Latin America. This 
compromise is a move in the right direction but does not go far enough 
toward reducing military assistance to Latin America or increasing 
our assistance in the economic development of this area so vital to 
our national interest. 

3. I seconded a motion by the junior Senator from Idaho, Mr. 
Church, making it clear that our assistance to Latin America should 
promote hemispheric defense and should not be provided for the pur- 
pose of maintaining internal security in those countries. This pro- 
vision materially strengthened language of an amendment which was 
adopted last year on my motion. It is my belief that if the United 
States intervenes in internal security matters in Latin American 
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countries, it is violating one of the most basic tenets of the good 
neighbor policy. This amendment, much to my satisfaction, was 
accepted by the committee. 

4. I supported an amendment offered by the junior Senator from 
Florida, Mr. Smathers, which, if accepted, would have expressed 
congressional support for the creation of a Western Hemisphere police 
force. The amendment was rejected. 

5. I supported an amendment by the junior Senator from Idaho 
which was adopted and we hope it will restrict the practice by the 
administration of putting the “secret” label on certain information 
about our mutual security program which the American people must 
know if they are to be able to cokes the usefulness of foreign aid expend- 
itures of their tax dollars. 

6. I strongly urged an amendment which would have stopped 
military assistance to Latin American countries with dictatorial 
regimes. I wanted our policy to be clear that U.S. assistance is not 
to be used to support Fascist or Communist governments anywhere, 
This amendment was rejected. 

7. In the committee I gave general support to the Fulbright amend- 
ment which would have authorized the appropriation of $1.5 billion 
for each of 5 years for the Development Loan Fund. As a practical 
matter, I did not believe it would be feasible for countries we might 
assist to absorb $1.5 billion per year, at least not in the next couple of 
years. I therefore moved to reduce the amount authorized from 
$1.5 billion per year to $1 billion per year and this motion was adopted 
by the committee. 

In this connection, I should note that in the past I have opposed 
putting the Development Loan Fund on a long-term basis. It is my 

elief, however, that it is the duty of a Senator to follow where the 
facts lead. Careful examination and study of the operations of the 
Development Loan Fund and of the needs for capital loans to develop- 
ing countries led me to conclude that this fund should be put on a 
long-term, loan basis. My membership on the Committee on Foreign 
Relations provided the background for this conclusion, and I believe 
that the long-term Development Loan Fund provisions included in 
the bill before the Senate are among its strongest and most significant 
features. I shall support the retention of this provision in the bill. 

8. Consistent with my belief that the long-term loan principle is 
sound for economic assistance was my motion to reduce military funds 
in the bill by $400 million. This motion was rejected by the commit- 
tee. I regret that the committee did not adopt this amendment, 
which would have saved the taxpayers $400 million in the most 
bloated part of the bill and would have served notice on the Soviet 
Union and informed our friends that we view the principal threat to 
freedom and independence to be that attributable to inability to raise 
standards of living throughout the world. 

9. I moved to reduce the amount authorized for defense support 
from $835 million to $750 million, a reduction of 10 percent. ‘This 
motion was rejected. Defense support is a form of grant economic 
assistance, presumably justified because of our military assistance 
expenditures, which I believe are excessive. The area of defense 
support has, in my opinion, been one of the most wasteful of the 
entire program. It could be reduced by 20 percent and still not injure 
the overall program. 
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10. I also moved to reduce the category of special assistance— 
another grant economic aid program—by 10 percent. This motion 
was agreed to. This saved $27 million from the administration 

uest. : 
“i. Finally, I moved to reduce the amount available to the Presi- 
dent in the contingency fund by 60 percent, a total of $120 million. 
This motion, if it had succeeded, would have saved the taxpayers of 
the United States a substantial amount which I am convinced will be 
frittered away if it is left in the bill. 1 refused to go along with a mo- 
tion to reduce this figure by only 10 percent because such a reduction 
would have been only a ain reduction done only for parliamentary 
negotiating purposes. f Vitec 

I have gone to some length in this report in discussing my record 
during the executive markup sessions of the Committee on Foreign 
Relations because those records are not made public and because the 
suggestion is often made that | do not have positive reasons for certain 
of my actions. 

At the time I announced my vote against favorably reporting S. 
1451, a summary of my reasons for opposing that bill was set forth 
in a press release. On June 16, I stated: 


SUMMARY OF VIEWS 


I voted against the mutual security bill in the Foreign 
Relations Committee for the following reasons: 

1. The committee failed to eliminate at least $400 million 
of military aid waste in the bill. 

2. It failed to eliminate at least another $200 million of 
waste in other items of the bill. 

3. The bill provides for $245 million more than the Eisen- 
hower administration asked for in the first place. 

4. The bill does a great injustice to the American tax- 
payers. It grants great sums of money to many countries 
in which tax evasion and tax dodging are notorious. 

Such low tax-collecting countries should be required to pay 
more of their share of mutual defense by collecting taxes from 
their own people rather than have the taxpayers of the 
United States assume tax burdens other than their own. 
The time has come for the American taxpayers to hold both 
the Congress and the executive branch of our Government 
to a political accounting for such an inexcusable waste of 
millions of American tax dollars. 

5. The bill does not represent the real desire of many 
members of the committee as to the amounts of money for 
many of the items. I refuse to vote for a bill for parliamen- 
tary trading purposes. By that I mean that some members 
voted for higher amounts in the bill because they expect both 
the Senate and the conference committee to cut those 
amounts and then they expect the Appropriations Com- 
mittee may cut them. I consider it the duty of the Foreign 
Relations Committee to vote out a bill that represents the 
honest judgment of the committee—not a padded bill. 
This bill is knowingly padded. 
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6. The bill in part weakens American security because it 
will stir up anti-American feeling in many parts of the world. 
Its grants to dictatorships of large sums for military aid do 
not strengthen us in our fight against communism but rather 
play into Russia’s hands. It creates a great deal of anti-Ameri- 
can feeling in many parts of the world. 

I am for strong U.S. defenses and strong NATO defenses 
and for sound foreign economic aid. But I am not for this 
bill which perpetuates an unsound foreign policy and weak- 
ens our greatest defense weapon, namely, our own economic 
strength. 

The votes of many of the majority cannot be squared by 
their professings about balancing the budget. Here was a 
chance for the budget balancers to save a minimum of $600 
million for the taxpayers of America and not weaken our 
national security one iota. 

I wish to warn the American people that once again an 
attempt will be made by this administration and the sup- 
porters of this bill to scare them into believing that Russia 
will get us if we don’t adopt this bill which, in fact, wastes 
hundreds of millions of dollars. 

I will yield to no one in voting adequate defenses for my 
country, but I refuse to be a party to letting the military 
minds, which are in control of our mutual security program, 
continue to waste such huge sums of money. I know that if 
the American taxpayers knew the facts about this bloated bill, 
they would support my position. 

It is my hope that when the bill reaches the floor of the 
Senate, we will be able to modify it and amend it so that all 
of us can vote for it. 

In 1957 I voted against a mutual security bill in the 
Foreign Relations Committee and on the first vote in the 
Senate, but the fight that those of us put up in opposition to 
its original form resulted in sufficient modification in the final 
conference with the House that I was able to vote for it on 
final passage. 

I hope that similar modifications will be made in this bill 
so that I can vote for it. However, if it remains in its present 
form, I shall continue to vote against it in the interest of a 
sound mutual security program. 


SHORTCOMINGS OF BILL 


Mutual security legislation will have my support in the future if, but 
only if, 1 am convinced that it has been adapted in such a way as to 
protect this Nation from military threat, to assist developing nations 
to get on their own feet economically, socially, and politically, and to 

romote individual freedom abroad. The bill before the Senate is 
etter than the bill sent to the Senate by the President. But it 
suffers from the serious shortcomings I have mentioned above. 

Financially, the bill before the Senate gives the President not only 
what he asked for in the sums to be authorized for expenditure, 
namely, $3.9 billion, but makes available to him no less than $245 
million more than he asked for. The bill authorizes the appropriation 
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of $3.1 billion. But, in addition, it permits the President to borrow 
an additional $1 billion from the Treasury for the Development Loan 
Fund, a program of economic loans to foreign countries. 

The argument is made that the President will not use this $1 billion. 
The argument is made that this $1 billion will not be a charge on the 
Treasury during the next fiscal year. I am not persuaded by these 
arguments because they are simply evasions of one important funda- 
mental fact, namely, that this $1 billion will eventually be charged 
to the American taxpayer. This billion dollar amount is a sound 
estimate and I am all for it. However, the bill should be cut in other 
jtems so as to reduce it substantially from the total amount asked for 
by the administration. , 

As I noted above, I support making this $1 billion available for 
development loans. But we should not vote this money and then 
try to justify it by claiming that it really will not be spent. Instead, 
we should reduce proportionately those portions of the bill con- 
taining direct military assistance funds and those containing eco- 
nomic assistance related to military aid. 

Indeed, I believe the President should use the funds in the Develop- 
ment Loan Fund as rapidly as sound programs can be developed. 
We have no time to spare in the economic race with the Soviet Union. 
The greatest threat we face is that posed by the economic offensive 
of the Soviet Union in underdeveloped countries and I am at a loss to 
understand why Members of Congress can take the position that the 
Development Loan Fund should be reduced and military assistance 
maintained at a large figure. 

Actually, the program presented originally by the President, so far 
as its overall figures were concerned, was not as badly inflated as it 
was out of balance. I object, however, to giving the President on 
an overall basis more than he asked for. 

The fact is, and we may as well face it, that it is a characteristic of 
Presidents to ask Congress for more than is needed to meet estimates 
of the executive branch, simply because Presidents expect to have 
their requests for funds reduced in amount by the Congress. This 
year, however, the President will get, if this bill passes, not only what 

e asked for, but $245 million more. Furthermore, once Congress 
gives money to the President, he spends it. I know there are a few 
exceptions to this statement, but I predict that if Congress gives the 
President authority to commit a total of $4.1 billion during next year, 
he will spend it. 

Administratively, the bill before the Senate is a monstrous thing. 
It is wide open with delegations of legislative authority to the Presi- 
dent. The President is given a contingency fund of $180 million— 
the fund I sought to reduce by 60 percent. He in turn delegates mean- 
ingful authority to handle that fund to various lower echelon, politi- 
cally unresponsible, officials. 

_The bill also labels economic assistance as defense support. It pro- 
vides funds for military assistance for projects which have no relation- 
ship to the security of the United States. The bill continues as a sepa- 
rate agency the International Cooperation Administration and gives 
it administrative responsibility for vital activities of foreign policy. 
The bill makes no provision for continuity of planning. It is still based 


on the theory that foreign aid may come to an end next year, when 
we all know it will not. 
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The bill, even with the admirable amendment by the junior Senator 
from Idaho, Mr. Church, does not go far aie in preventing use 
of the secrecy label by the administration in keeping secret from the 
American people factors affecting our very survival. 

Muilitarily, the bill is loaded with unnecessary funds for military 
assistance to countries which could be of no conceivable assistance in 
defense against the possibility of military attack by the Soviet Union, 
Military funds are available to bolster dictatorships, to rent milita 
sites at exorbitant prices, to support armies vastly in excess of recipi. 
ent countries’ capacities, to provide sophisticated weapons to un- 
sopleeyns people, and to assist our own Military Establishment in 
unloading obsolete equipment, thereby acquiring funds in excess of 
amounts authorized by the Congress in military appropriation bills, 

Economically, the bill contains financial gifts for governments that 
should be doing more for themselves, but which will never undertake 
essential economic readjustments so long as we continue to support 
them. Although the bill would make $1 billion per year for 5 years 
available to the Development Loan Fund—of which I heartily ap- 
prove—it has failed to accompany that desired action with a move 
toward reducing gift funds, and the padded requests for military 
assistance. 

‘ PAST RECOMMENDATIONS IGNORED 





My opposition to this bill, and the opposition of many of my col- 
leagues in the Senate, should come as no surprise to the executive 
branch of the Government. 

In the summer of 1956, the late distinguished chairman of the 
Committee on Foreign Relations, Senator George, proposed the crea- 
tion of a Special Committee to Study the Foreign Aid Program. He 
knew even then the program was in trouble. The committee created 
by the Senate included not only all of the members of the Committee 
on Foreign Relations, but distinguished senior members from the 
Committees on Appropriations and Armed Services, including Sen- 
ators Hayden, Russell, Bridges, and Saltonstall. The special com- 
mittee, assisted by an able staff, enlisting the research facilities of the 
most reputable educational and research institutions in the United 
States, and with the help of a number of our most able citizens of all 
political persuasions, reported the results of its work to the Senate 
in May of 1957. 

The special committee submitted a unanimous report—a most 
unusual occurrence in the U.S. Senate. 

That report set forth in 30 pages the most definitive analysis of our 
aid program that has ever been produced. Broad-gauge, carefully 
worked out recommendations were outlined in heavy, black type, the 
better to be read by the Executive and the Congress. 

So far as I have been able to ascertain, those recommendations, 
most of which were directed at the executive branch of the Govern- 
ment, were not read, or, if read, fell on sterile soil. Regretfully, some 
of the recommendations which should have been taken to heart by 
my colleagues in the Congress were also ignored. 

As a result of the executive branch phobia—that only what it 
originates is right—and as a result of our congressional inability to 
force into the program certain changes in policy direction and admin- 
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istrative practice, the foreign aid program has encountered increasing 
opposition among the American people. Many of the able Senators 
who served on that special committee have found the annual foreign 
aid programs presented to the Congress to be so at variance with 
concepts of a sound aid program that they have had to vote against 
them, despite the fact that in 1957 they were able to subscribe to a 
unanimous report which in summary stated: 


In summary, the committee believes that there are valid 
reasons for the United States to continue various types of 
foreign aid. Such aid, if clearly conceived and properly 
administered, may be expected to serve the interests of the 
United States by promoting its defense, by contributing to 
its economic growth and spiritual strength, and by helping 
to develop a world environment of freedom in which the 
American people may live in peace. 

Uncertainties have plagued the foreign aid programs in 
recent years. The committee does not believe that the 
foreign policy interests of the United States are served by 
continued uncertainty as to the objectives and the nature 
of our aid programs. Such uncertainties have given rise to 
confusion not only among our citizens but to confusion 
among nations which look to the United States for leadership. 

The committee was impressed by the fact that it has re- 
ceived very few expressions of view proposing the outright 
abandonment of these programs. There me bite criticisms 
of particular programs, but often those who opposed one 
program supported another. Some who were critical of 
military assistance, for example, supported funds for eco- 
nomic development; some who felt that economic assistance 
should be on a loan basis have urged military assistance on a 
grant basis; some who opposed economic assistance through 
the United Nations supported bilateral technical assistance 
programs. 

As indicated in the following pages, there are many ways 
in which foreign aid programs can and must be improved. 
Objectives can be clarified, some grant programs can be 
converted to loans, administration can be streamlined, and 
substantial sums can be saved. There may be disagreement 
as to details and amounts, but on the fundamental question 
of whether these programs in modified and improved form 
should be continued, there is only one answer. 

Foreign aid is necessary, and it can and must be made to 
serve the national interest, commensurate with its cost. 


The basic conclusions and recommendations of that 1957 report are 
still, for the most part, valid, simply because we have not yet done 
the things the special committee recommended. I could support an 
aid program tailored to the recommendations of that special com- 
mittee—recommendations which would both reduce the cost of foreign 
aid and improve its effectiveness if they were carried out. 

So that the executive branch may once again have opportunity to 
examine these recommendations, I reprint here the final recommen- 
dations of the 1957 report, which read: 
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V. RECOMMENDATIONS ON ForeIGN Arp PrRoGRAMS 
A. CLARIFICATION OF OBJECTIVES OF POLICY 


The objectives of the various foreign aid programs should 
be separated, refined, and restated, as necessary, by the 
executive branch and the Congress. 

All foreign aid undertaken by the United States should 
serve the national interests of the United States. There are, 
however, diverse national interests involved in our relations 
with other nations and various types of foreign aid programs 
by which these interests may be served. 

The committee recommends that the following be regarded 
as appropriate objectives of foreign aid, to be pursued, as 
necessary, by separate aid programs: 

1. To increase the effectiveness of the military defense of 
the Nation and to lower its total cost to the people of the 
United States. 

2. To stabilize situations in other countries to the extent 
that such situations involve the critical security and political 
interests or the humanitarian concern of the United States. 

3. To promote friendly cooperation with countries seeking 
technical assistance in modernizing their societies. 

4. To encourage the evolution of free political and eco- 
nomic systems in other independent nations by assisting 
them, on a. self-liquidating basis, in their economic 
development. 

B. MILITARY AID POLICY 


Military aid should be continued and efforts consistent 
with national security should be made to reduce the rate of 
expenditures. 

The committee finds that military aid is essential to the 
national defense and recommends that it be continued. On 
the basis of its inquiry, it believes immediate reductions 
in costs are possible and notes that in recent weeks the 
President has proposed a saving of $500 million in his 
January budget estimates. The committee urges the 
President to continue to examine the budgetary estimates 
for military aid for fiscal year 1958 with a view to additional 
reductions. In this connection the committee calls attention 
to three specific questions: (1) The suitability of the level 
of military aid and the types of arms being provided to less 
developed countries; (2) the possibility that competition 
for arms aid among recipients is adding unduly to the cost 
of the program; (3) the possibility that, in planning foreign 
aid programs, insufficient consideration is given to the 
impact of arms aid as a factor in generating increased needs 
for supporting aid. 

The committee further recommends that the appropriate 
standing committees of the Senate make a broad inquiry 
into the present relationship of military aid to the strategic 
concept of the defense of the United States in order to 
determine the effectiveness of the interrelationship and to 
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make recommendations on permanent policy with respect 
to military aid. 


C. NONMILITARY AID POLICY 


1. Supporting aid should be continued and efforts con- 
sistent with national security should be made to reduce the 
rate of expenditure. 

The committee believes that the continuation of support- 
ing aid, which goes in large part to peoples under critical 
threat of Communist aggression or subversion, is in the 
national interest. It also believes that reductions in the 
budgetary estimates for fiscal 1958 are possible, and to that 
end urges the President to reexamine immediately those 
estimates country by country. In this connection, it calls 
special attention to the following: (1) The question of 
unrealistic exchange rates as they affect the cost of support- 
ing aid; (2) the question of the adequacy of the criteria now 
being employed by the executive branch in determining 
areas of critical importance to the United States and emer- 
gency situations; and (3) the question of separating from 
what is now defense support that aid which in fact should be 
classified as development assistance. 

The committee further recommends that the Committee 
on Foreign Relations study in detail the operation of sup- 
porting aid in countries where it has assumed significant 
proportions and an apparently continuing status, with a 
view to recommending measures for orderly reduction of 
such aid and, where possible, its elimination through more 
intensive economic development of such countries over a 
definite period of time. 

2. Technical assistance should be continued substantially 
as at present. 

The committee recommends full support of this program. 
It recommends further that the executive branch begin now 
to consider additional ways in which this program, now 
named technical cooperation, may actually be made more 
cooperative in fact. 

3. Economic development assistance should be put on a 
ats basis through the mechanism of a development 
und. 

For reasons noted in its conclusions, the committee recom- 
mends discontinuance of grants for development assistance, 
except insofar as technical aid may contribute to this end. 
It urges, further, that all funds for development assistance 
be centralized in the proposed development fund. The con- 
cept of this fund must not be that of a new name for grants 
or solely that of a new source of loans on easy terms. The 
concept should be such as to permit the fund to supplement 
the lending operations of the Export-Import Bank and the 
International Bank, to promote the flow of private capital 
abroad and to encourage the development of private enter- 
prise within recipient countries. As already noted, there 
are banking and financing devices in addition to loans which 
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might well be encompassed in this concept. It is possible, 
for example, to envisage the revolving fund being used for 
joint investments with private enterprise or for the acquisi- 
tion of debentures in national and regional development 
banks of a quasi-public nature established by other countries. 
The fund should be so operated as to encourage expanding 
participation by private enterprise in international develop- 
ment. 
D. ADMINISTRATION OF AID PROGRAMS 


1. Military aid should be administered by the Department 
of Defense with foreign policy direction of this aid vested in 
the Secretary of State. 

Present legislation does provide for an administrative 
arrangement of this kind. In practice, the Department of 
Defense does carry out the military aid program. As noted, 
however, the responsibilities of the Secretary of State for pro- 
viding foreign policy direction to military aid have been 
delegated to the Director of the International Cooperation 
Administration. The committee doubts that the Director 
is in an influential enough position to provide the type of 
foreign policy direction which must be provided if military 
aid is to work harmoniously with other aspects of foreign aid 
and foreign policy. It strongly urges that the Secretary of 
State assume responsibility for giving foreign policy guidance 
to military aid. 

2. Responsibility for supporting aid should rest with the 
Secretary of State. 

Supporting aid must be responsive to continuing changes in 
the international situation and to events in recipient coun- 
tries. Primary responsibility for registering and interpreting 
these changes into foreign policy rests with the Secretary of 
State. 

The committee is aware of the reluctance of the present Sec- 
retary of State to include operating functions in the Depart- 
ment of State. It is also aware of the already heavy burdens 
of his office in making and administering policy. Operating 
functions connected with foreign aid will increase these bur- 
dens. The committee notes, however, that the instruments 
of government can hardly be designed effectively if they must 
be continually reshaped to meet the changing predilections 
of changing incumbents. 

The committee does not, at this time, recommend that 
Congress insist upon a full merger of the International Co- 
operation Administration with the Department of State. 
The logic of such a move is in any event already compelling 
such mergers in many U.S. diplomatic posts abroad, notably 
in Europe. The committee believes these mergers are in the 
interest of more effective and efficient operations and it in- 
vites the attention of the executive branch to them. It sug- 
gests that the Secretary of State reexamine his position on 
this question with a view to continuing and aati up the 
process of integration of the International Cooperation Ad- 
ministration into the Department. 
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So long as the International Cooperation Administration 
continues to exist, the committee urges clarification of its 
present ambiguous status as a “‘semiautonomous” agency 
within the Department of State. It recommends, in this 
connection, that responsibility for supporting aid rest with 
the Secretary of State. 

3. Consideration should be given to separating the adminis- 
tration of technical assistance and the proposed development 
fund from the administration of other forms of foreign aid. 

These two types of aid do not normally have immediate 
political or military impact Their long-range effect on our 
relations with other nations, however, may be of the greatest 
significance. If technical assistance ahd development assist- 
ance continue to be administered together with supporting 
aid, as at present, their long-range purposes are likely to be 
obscured and their impact reduced by their being confused 
with more urgent needs of foreign policy. Furthermore, the 
committee sees little prospect of placing all development 
assistance on a repayable basis, as can and should be done, if 
the intermingling persists. 

To make the maximum economic use of the proposed 
development fund, its operations must be closely coordinated 
with hent of other sources of capital which flows abroad. 
The committee recommends therefore that consideration be 
given to vesting control of the proposed development fund 
in a Government corporation which would include on its 
board of directors representation drawn from the Export- 
Import Bank, from the U.S. directorate on the International 
Bank, from the Department of State, and from the Depart- 
ment of Commerce. 

4. Present coordinating arrangements for interrelating 
foreign aid policies with other activities abroad should be 
reexamined by the President and the Senate and revised as 
necessary to insure greater effectiveness. 

The committee calls attention to the fact that activities of 
the Department of Agriculture, the U.S. Information Agency, 
the Export-Import Bank, and other agencies and depart- 
ments as well as those of U.S. delegations to various inter- 
national organizations bear a close relationship to the 
administration of foreign aid. The committee believes that 
the need exists to study, clarify, and improve existin 
procedures for coordination of these various activities an 
urges both the appropriate authorities in the executive 
branch and the appropriate committees of the Senate to 
examine this problem in detail. 

5. Personnel policies for foreign aid administration should 
be reexamined by the executive branch in the light of the 
committee’s other recommendations with a view to securing 
satisfactory conditions of employment for essential personnel 
while limiting the number of this personnel by utilizing, 
where appropriate, private contractors and universities and 
skilled personnel from other Government departments in 
carrying out the aid programs. 

To the extent that the committee’s other recommendations 
are applied, the committee believes that a substantial 


11 








12 


MUTUAL SECURITY ACT OF 1959 


contraction in the number of officials engaged in foreign aid 
operations can be anticipated and, with it, increased “effec- 
tiveness in these operations. So long as foreign aid is 
continued, however, the need will exist ‘for capable Govern- 
ment employees—military and civilian—of high competence 
in these operations. These employees should have satisfac- 
tory conditions of employment and tenure as in fact those 
from the Department of Defense now have and those of the 
International Cooperation Agency would have if this 
agency were fully integrated into the Department of State, 

To minimize the number of aid personnel, the committee 
urges that maximum utilization be made of technically 
competent employees from other departments of the Govern- 
ment on a temporary basis in connection with foreign aid 
operations. It also urges improvement of present contract- 
ing procedures to encourage wider participation on the 
part of universities and private organizations and firms in 
these operations. 

E. LEGISLATION 


1. Future legislation should make clear the distinction of 
purpose and function as between these principal categories 
of aid: military aid, supporting aid, technical assistance, and 
economic development assistance. 

The committee notes that the legislative question involved 
in this recommendation is not so much one of whether these 
various types of aid are provided for in a single piece of 
legislation or in two or more. The important point is that 
whatever form the legislation takes, the purposes of each 
type of aid should be clearly demarcated and expenditures 
of funds earmarked for each type should be directed to its 
specific purposes. Unless this is done, it will not be possible 
for the people of the United States or the Congress to under- 
stand either the distinct objectives or the magnitude of the 
various programs. It will not be possible to form an evalua- 
tion of their varying efficacy. It will not be possible, in 
short, to control these programs in a responsible fashion. 

With particular reference to the proposal which has been 
made to place funds for military aid in the Department of 
Defense appropriation, the committee believes that, if the 
President so desires, this change should be carefully con- 
sidered. If the change is made, however, the committee 
believes that such funds should continue to be clearly ear- 
marked for foreign military aid and that Congress should 
continue to authorize such appropriations annually, pending 
a clear determination of the role of military aid in the total 
strategy of national defense. 

2. An economic development fund should be established 
to provide assistance on a repayable basis to other inde- 
pendent nations for economic development purposes. 

The committee does not believe that such a fund can be 
established on a businesslike basis unless it is treated apart 
from the other types of aid. ‘The one possible exception is 
technical assistance, whose purposes while presently distinct, 
in the long run dovetail with those of economic development. 
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Further, the committee believes that this fund is too im- 
portant to be set up in haste. Interim measures may be 
necessary, but the fund should not be established in perma- 
nent form until its implications have been fully examined by 
the executive branch and the appropriate committees of the 
Congress. On the basis of its consideration of this question, 
the committee recommends that the following criteria should 
guide the formation of such a fund: 

1. All bilateral development assistance, other than that 
extended by the Export-Import Bank, should be provided 
through the proposed revolving fund. 

2. All development assistance should be extended on the 
basis of reasonable expectation of repayment. Such assist- 
ance must of course involve financial risks but it should not 
be a camouflaged form of grant aid. 

3. The concept of the fund’s function should be broader 
than the extension of “soft loans’ as heretofore described. 
It should encompass the use of other financial devices for en- 
couraging the flow of capital abroad, including joint under- 
takings with private enterprise and direct and indirect invest- 
ments abroad out of the funds resources. 

4. The policies of the revolving fund should be closely co- 
ordinated with those of the Export-Import Bank and the 
positions taken by the U.S. representatives in the Interna- 
tional Bank. To that end U.S. representation from both 
sources should be brought into the direction of the fund. 
5. The operations of the fund should help to encourage the 
flow of private capital abroad. Ideally, it should help to 
bring about the day when private enterprise can carry the 
responsibility for supplying capital for economic develop- 
ment. To that end representation from the Department of 
Commerce should be brought into the direction of the fund. 

6. The fund should be operated with an awareness of 
foreign policy considerations. To that end, representation 
from the Department of State should be brought into the 
direction of the fund. 

7. The fund’s working capital should not be provided in a 
lump sum by Congress but should be built up in an orderly 
fashion by payments into its capital over a period of years, 
as the needs become clearer and as Congress has an oppor- 
tunity to determine how soundly it is being operated. 


VI. Concitupinc CoMMENTS 


The committee recognizes that the recommendations it 
has proposed involve far-reaching changes in the concept 
and the operation of the foreign aid programs. It recognizes 
that these changes cannot be brought about in a moment. 
Nevertheless, it believes they can and should be brought 
about promptly if the foreign aid programs are to continue 
to continue to serve the national interests. 

The committee anticipates that many of its recommenda- 
tions can find expression in the foreign aid legislation for the 
fiscal year, beginning July 1, 1957. It believes that there 
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can be a clarification of the purposes and the types of aid 
programs. It believes that a beginning can be made on the 
administrative improvements which it has proposed. It 
believes that there can be an immediate and discriminating 
reduction in aid provided on a grant basis but it warns against 
the adverse consequences inherent in indiscriminate cuts to 
the safety and the international position of the United 
States. 

The committee recommends, therefore, that the Senate 
consider the President’s proposals for mutual security 
legislation for the fiscal year beginning July 1, 1957, in the 
light of these immediate expectations. It is convinced that 
they are reasonable expectations. 

Further inquiry into certain aspects of foreign aid pro- 
grams is desirable and necessary. The need still remains to 
examine in detail the relationship of military aid to the 
strategic concepts of national defense, if not those concepts 
themselves. The need remains to study in depth the opera- 
tion of supporting aid in many countries. The need remains 
to study the coordination of aid programs with various 
overseas activities of other departments and agencies of the 
Government. The need remains to examine fully the 
financial and other economic implications of a revolving 
fund for development prior to its establishment in final form, 
the examination to include the question of the accumulation 
of large holdings of local currencies by the United States. 
The need remains to examine the question of tax incentives 
and other devices for encouraging the flow of private invest- 
ment abroad. 

The special committee has not examined these questions in 
detail, partly out of limitations of time and because some of 
them fall clearly within the competence of standing com- 
mittees of the Senate. Despite these limitations, the com- 
mittee is satisfied that it has substantially discharged the 
responsibility vested in it by the Senate to make a thorough 
study of the foreign aid programs. It has found that these 
programs do serve the interests of the United States but that 
they can be made to serve those interests at a lower cost, with 
a much higher degree of effectiveness than is now the case. 

The committee wishes to make it abundantly clear that 
foreign aid is not an end in itself but is an instrument of 
national policy. The objective of our aid policy is to help 
create conditions in the world which will permit the termina- 
tion of foreign aid programs, to the aA that they will no 
longer constitute a burden on the American people. The 
final proof of able administration of the aid programs will 
be evidenced by the speed with which this end is achieved. 


Since that report was made 2 years ago, I have been assiduous in 
my efforts to bring it to the attention of members of the executive 
branch and of the Congress. I have made numerous speeches calling 
attention to its recommendations. 

Even in 1957, however, I found it necessary to oppose the foreign 
aid bill when it was first before the Senate because it so largely ignored 
the recommendations of the committee. The minority views which 
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I filed that year noted that the Committee on Foreign Relations 
sought to accommodate the views of the administration, but it did 
so “by ignoring in large measure the key recommendations of the 
Senate’s own Special Committee To Study the Foreign Aid Program.” 

Indeed, it is this very tendency which we often encounter in Con- 

ess—the tendency to accommodate to the views of the executive 

ranch of the Government—which I fear will ultimately destroy our 
freedoms. Instead of thinking for ourselves, we constantly ask: 
What does the executive branch want? 

What the executive branch wants is to have things its own way. 
Out of the some 50 or 60 amendments considered this year by the 
Committee on Foreign Relations, I would estimate that 90 percent 
of them were opposed by the executive branch. 

How can we have a government of separation of powers if growing 
numbers of this body will not vote their convictions until the executive 
branch of the Government has had opportunity to tell them what 
their convictions should be? Are we elected to our honored positions 
to reflect what the American people think, or what some underling 
of the President thinks? 

One of the arguments made again and again by some Senators on 
the Foreign Relations Committee was that we should go along with 
the administration bill because it is what the President has requested. 

The rhetorical question was asked again and again: ‘‘Who are we 
to question the President on mutual security matters?” 

My answer was, and is, that it is our clear duty under our oath of 
office to question the President whenever we believe the facts do not 
support the President’s position. 

The Senate Foreign Relations Committee spent more than 3 weeks 
in hearings on this bill: the hearing record is voluminous. The com- 
mittee spent many more days in executive session during the markup 
of the bill, Committee members, as a result of the long hearings and 
thorough analysis of the bill, undoubtedly could pass a stiffer exami- 
nation on the bill and the foreign-aid program than could the Presi- 
dent himself, and I make this comment most respectfully. 

However, every Senator knows the President has not given to this 
bill the detailed study which members of the Foreign Relations Com- 
mittee must give to it. His time simply does not permit it. We all 
know that the bill and the details of the mutual security program are 
pernere for him by many subordinates in the executive branch. The 

resident, with his multitude of duties, can pass value judgments upon 
only the major features and objectives of proposed legislation. 

Under our constitutional system, it is the duty of Congress to check 
the details of such legislation, and correct any mistakes or waste or 
potential inefficiencies found embedded in it. 

It is an easy “‘out’’ for a Member of Congress to say, “I voted for 
the bill to back up the President.”” But such an argument just is not 
good enough, because the voters, under our parliamentary system of 
checks and balances have the right to ask Members of Congress to 
weigh carefully the recommendations of the administration and to 
correct those mistakes and unsound policies which congressional hear- 
ings and research studies reveal to be contained in any bill recom- 
mended by the President. 

It is an easy “out” to rubberstamp a President’s wishes. But when 
Members of Congress do it, they evade their legislative responsibilities, 
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NEW BEGINNING ESSENTIAL 


Plain speaking is required. Except for a half-hearted, inadequate 
response to the recommendation of the special committee of 1957 for 
the creation of the Development Loan Fund, we have bumbled along 
with an aid program that ‘just growed.” Executive leadership is 
nonexistent. From Presidential messages to the secret justifications 
presented to the Committee on Foreign Relations, we have encoun- 
tered only rewritten cliches year after year. We can anticipate that 
these cliches will be rewritten for use again next year, as they were 
last year, and the year before. The foreign aid rut is so deep that 
the American people will call a halt to the whole program unless we 
have the courage to dig ourselves out and move in new directions, 

Our foreign aid programs are in for progressively more trouble, year 
after year, unless the Congress asserts its foreign policymaking role in 
such a way as to force aid programs into the channels which our special 
committee charted over 2 years ago. 

My proposal that the military assistance program be reduced by 
$400 million was the result of the recommendation of the special com- 
mittee, and I quote from the report, that ‘‘on the basis of its inquiry,” 
the special committee “believes that immediate reduction in costs are 
possible. * * * 

When I proposed a reduction in funds authorized for defense 
support, and for special assistance—both categories of grant aid— 
I had clearly in mind the finding of the special committee, and again 
I quote, that— 


it is a characteristic of independent peoples that while they 
may be compelled to accept supporting assistance (defense 
support and special assistance) because of a military or 
political situation that is beyond their immediate power to 
control, they do not formally relish such assistance. They, 
no less than ourselves, ought normally to be anxious to reduce 
this element of dependency as rapidly as possible. Unless steps 
are taken promptly to bring about such a reduction, support- 
ing assistance is likely to become increasingly an irritant in 
our relations with them. 


When I supported putting the Development Loan Fund on a long- 
term basis so that it might replace to some extent our grant economic 
aid, I had clearly in mind the statement of the special committee that— 


The concept of this fund must not be that of a new name for 
grants or solely that of a new source of loans on easy terms, 
The concept should be such as to permit the fund to supple- 
ment the lending operations of the Export-Import Bank and 
the International Bank, to promote the flow of private capital 
abroad, and to encourage the development of private enter- 
prise within recipient countries. 


In short, the views which I sought to embody into changes in the 
mutual security program were views based upon the most careful 
research done by the most reputable individuals and institutions in 
the United States at a cost to the American taxpayer of some $250,000. 
They were views supported unanimously by 19 of the most distin- 
guished Members of the U.S. Senate. 
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The bill before the Senate this year is, as the committee report 
suggests, a beginning—but it is only a beginning. Unless the Senate 
sees fit to make certain additional changes in the bill before it, by 
reducing funds for military purposes, by moving more rapidly to re- 
duce gift aid, and by removing more of the wraps of secrecy, the small 
beginning the committee has made will be engulfed in the maze of 
bureaucracy before the year is out. 

I will continue to devote my efforts toward making the mutual 
security program one which will serve the American people. 


O 
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AMENDING THE BANKRUPTCY ACT TO CONSOLIDATE 
THE REFEREES’ SALARY AND EXPENSE FUNDS 


JUNE 22, 1959.—Ordered to be printed 


Mr. Eastuanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


|To accompany H.R. 4693) 


The Committee on the Judiciary, to which was referred the bill 
(H.R. 4693) to amend the ee Act so as to consolidate the 
referees’ salary and expense funds, having considered the same, 
reports favorably thereon, with an amendment, and recommends that 
the bill, as amended, do pass. 


AMENDMENT 


ae 8, in line 12, after the word “of” insert the words ‘‘not more 
an.” 
PURPOSE OF THE AMENDMENT 
The purpose of the amendment is to make the proposed legislation 


conform to the provisions of Public Law 86-24, which was approved 
by the President on May 13, 1959. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to reduce 
administrative costs under the Bankruptcy Act by consolidating the 
referees’ expense fund and the referees’ salary fund into a single fund. 


84006 
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STATEMENT 


The proposed legislation has been introduced at the request of the 
Judicial Conference of the United States. 

The Bankruptcy Act now provides in paragraph (4) of section 40¢ 
(11 U.S.C. 68c(4)) for a referees’ salary fund and a referees’ expense 
fund in the Treasury of the United States. The various fees and 
allowances collected by the clerks of the court for the services of 
referees, and for their expenses, including the fees, allowances, and 
charges for their services and expenses as special masters under the 
Bankruptcy Act, are covered into the Treasury of the United States 
for the account of the salary and expense funds. The salaries of the 
referees are paid out of annual appropriations from the salary fund, 
and the expenses of the referees, including salaries of their clerical 
‘assistants, are paid out of annual appropriations from the expense fund, 
| The purpose of the proposed legislation is to consolidate the two 
funds, the referees’ salary fund and referees’ expense fund, into one 
fund. The Administrative Office of the U.S. Courts points out that 
it is its opinion that the consolidation of the two funds will simplify 
and reduce the work in the referees’ offices, the clerks’ offices, the 
\U.S. Treasury, the several divisions of the Administrative Office of 
‘the U.S. Courts, and the Appropriation Committees of the Congress, 
| Subsequent to the approval of the proposed legislation by the Hew 
of Representatives on April 8, 1959, there has been enacted Public 
Law 86-24, approved by the President on May 13, 1959, which 
amended section 659(3) of the Bankruptcy Act (11 U.S.C, 1059(3)) 
by adding the words “not more than” in the provision that the com- 
missions to trustees in wage-earners plans should be 5 percent. Ac- 
cordingly, the proposed legislation before the committee should be 
amended to conform to Public Law 86-24 by adding the words “not 
more than’’ before the words ‘5 percent” in line 12 on page 8 of the 
| proposed legislation. 

he committee believes that the proposed legislation, as recom- 
amie by the Judicial Conference of the United States, and as 
— by the committee, is meritorious and recommends it favor- 
ably. 

Attached and made a part of this report is a letter dated May 15, 
1959, from Mr. Edwin L. Covey, Chief of the Division of Bankruptcy, 
Administrative Office of the U.S. Courts. 


ADMINISTRATIVE Orrice or THE U.S. Courts, 
Washington, D.C., May 16, 1959. 
Mr. Francis C. RosenBERGER, 


Member of the Staff, Committee on the Judiciary, U.S. Senate. 

Dear Mr. Rostnsercer: The purpose of this letter is to confirm 
= telephone conversation with you on May 13, 1959, concerning the 
bill, H.R. 4693, to amend the Bankruptcy Act so as to consolidate the 


referees’ salary and expense funds, which is pending before the Senate 
Committee on the Judiciary for consideration and to ask that section 7, 
of the bill be amended to conform with Public Law 86-24 which was 
approved by the President on May 13, 1959. 
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Paragraph (4) of section 40c of the Bankruptcy Act (11 U.S.C. 
68c(4)) provides that a referees’ salary fund and a referees’ expense 
fund shall be established in the Treasury of the United States and the 
amounts of the various fees and allowances collected by the clerks of 
court for the services of referees, and for their expenses, including the 
fees, allowances, and charges for their services and expenses as special 
masters under the act, shall be covered into the Treasury of the United 
States for the account of the salary and expense funds. It also pro- 
vides that the salaries of the referees shall be paid out of annual 
appropriations from the selary fund, and the expenses of the referees, 
including the salaries of their clerical assistants, shall be paid out of 
annual appropriations from the expense fund, by the United States. 

The proposed bill would consolidate the two funds; namely, the 
referees’ salary fund and the referees’ expense fund, into one fund, a 
‘referees’ salary and expense fund.” It would accomplish this by 
amending paragraph 4 of secticn 40c of the Bankruptcy Act so as to 
provide for only the one fund and by making conforming changes in 
other sections of the act. 

The consolidation of the two funds would simplify and reduce the 
work in the referees’ offices, the clerks’ offices, the U.S. Treasury, the 
Appropriation Committees of Congress and several divisions of the 
Administrative Office. 

Section 7 of H.R. 4693 as it now reads would merely amend para- 
graph 3 of section 659 of the Bankruptcy Act (11 U.S.C. see. 
1059(3)) by inserting after the word “‘salary” the words “‘and expense.” 
Public Law 86-24 which was approved by the President on May 13, 
1959, amended peragraph 3 of section 659 of the Bankruptcy Act by 
inserting before the language ‘‘5 percent”’ the words “not more than.” 
Therefore, to conform section 7 of the bill with Public Law 86-24 it 
is recommended that section 7, page 8, line 12, of H.R. 4693 be 
amended by inserting the words “‘not more than” before the language 
“5 percent.” 

Subcommittee No. 4 of the House Judiciery Committee held hear- 
ings on the bill on February 25, 1959, and I presented testimony in 
favor of the bill. No testimony was presented in opposition to the 
bill. Therefore, it is considered a noncontroversial bill. The sub- 
committee, on February 25, 1959, ordered the bill favorably reported 
to the full committee with minor amendments correcting typographical 
errors. Such amendments were necessary and proper. On March 
10, 1959, the full committee reported the bill favorably to the House, 
amended to take care of the typographical errors (H. Rept. 193). 

As reported the bill passed the House on March 16, 1959, and was 
referred to the Senate Committee on the Judiciary on March 18, 1959. 

H.R. 4693 was introduced at the request of the Administrative 
Office on behalf of the Judicial Conference of the United States. The 
Conference approved the measure at its March 1959 meeting and it is 
urged that the bill be amended as suggested and reported favorably 
to the Senate. 

With kind regards, I am, 

Sincerely yours, 
Epwin L. Covey, 
Chief of Bankruptcy. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as. 
reported, are shown as follows (existing , ee proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman) : 


Section 40 or THE Bankruptcy Act (11 U.S.C. 68) 


§ 40. Compensation of Referees; Referees’ Salary and Expense 
Fund[s]; Retirement of Referees. 

a. * * * 

b. *x* * * 

c. (1) [Except as otherwise provided in this Act, there shall be 
deposited with the clerk, at the time the petition is filed in each case, 
and at the time an ancillary proceeding is instituted, (a) $17 for each 
estate for the referees’ salary fund, and (b) $15 for each estate for the 
referees’ expense fund, as hereinbelow established: Provided, however, 
That in cases of voluntary bankruptcy such fees, as well as the filing 
fees of the clerk and trustee, may be paid in installments, if so author- 
ized by General Order of the Supreme Court of the United States. 
Except as otherwise provided in this Act, there shall be deposited with 
the clerk, at the time the petition is filed in each case, and at the time an 
ancillary proceeding is instituted, $32 for each estate for the referees’ 
salary ma expense fund, as herein below established: Provided, however, 
That in cases of voluntary bankruptcy such fee, as well as the filing fees 
of the clerk and trustee, may be paid in installments, if so authorized by 

eneral Order of the United States. 

(2) Additional fees for the referees’ salary [fund] and [for the 
sehodaich expense fund shall be charged, in accordance with the 
schedule[[s]] fixed by the conference (a) against each estate wholly or 
partially liquidated in a bankruptcy proceeding, and be computed 
upon the net proceeds realized; (b) against each case in an arrange- 
ment confirmed under chapter XI of this Act, and be computed upon 
the amount to be paid to the unsecured creditors upon confirmation of 
the arrangement and thereafter, pursuant to the terms of the arrange- 
ment, and, where under the arrangement any part of the consideration 
to be distributed is other than money, upon the amount of the fair 
value of such consideration; and (c) against each case in a wage- 
earner plan confirmed under chapter XIII of this Act, and be computed 
upon the payments actually made by or for a debtor under the plan. 
Such schedule[[s]] of fees may be revised by the Director, with the 
approval of the conference, not more than once during each calendar 
year, so that the total amount of fees, allowances and charges collected 
and to be collected from all sources for the referees’ salary [fund] and 

for the referees’} expense fund will, as near as may be[,] equal 
for each fund, respectively,] the total amount of salaries paid and 
to be paid to referees in active service, and the total amount of their 
expenses: Provided, however, That such schedule[[s] of fees shall not 
be so revised for any year that the total collections estimated by the 
Director for such year shall exceed by more than 10 per centum the 
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total collections in the preceding year. The Director, with the ap- 
proval of the conference, may make, and from time to time amend, 
rules and regulations prescribing methods for determining net proceeds 
realized in asset cases, fair values of considerations, other than money, 
distributable in arrangement cases, and payments actually made by 
or for a debtor under the plan in wage-earner cases; prescribing the 
procedure for collection by the clerk of fees and allowances for the 
referees’ salary [fund] and [the referees’] expense fund; and provid- 
ing for the effective administration of the provisions of this paragraph 
2). 

( A * * * 

(4) Areferees’ salary [tund] and [a referee’s] expense fund shall be 
established in the Treasury of the United States, and the amounts of 
various fees and allowances collected by the clerks for the services of 
referees, and for their expenses, including the fees, allowances and 
charges for their services and expenses as conciliation commissioners 
and as special masters under this Act, shall be covered into the Treas- 
ury of the United States for the account of such salary [fund] and 
expense fund. The salaries of the referees in active service [shall be 
paid out of annual appropriations from such salary fund,] and the 
expenses of the referees, including the salaries of their clerical assist- 
ants, shall be paid out of annual appropriations from such salary and 
expense fund, by the United States. Any deficiencies of such salary 
{fund or] and expense fund shall be paid out of any funds in the 
Treasury of the United States not otherwise appropriated, and appro- 

riations to pay such deficiencies are hereby authorized: Provided, 
oe ever, That there shall be covered into miscellaneous receipts of the 
Treasury of the United States in any subsequent year so much of the 
surplus, if any arising in the salary [fund or] and expense fund [re- 
spectively] as may be necessary to reimburse the Treasury of the 
United States for payments made on account of such [respective] 
fund[s] in any prior year. 

(5) As of the day preceding the date when the referees, as provided 
by paragraph (2) of subdivision b of section 37 of this Act, are to 
te':e office, an allocation shall be made by the judge or judges of the 
several courts of bankruptcy of all filing and other fees, commissions, 
and allowances, and of all expense funds, due the then existing referees 
for services rendered and expenses incurred in the cases pending before 
them, whether as referee, conciliation commissioner, or special master 
under this Act. The balances of such filing and other fees, commis- 
sions. and allowances and the expense surpluses shall be covered into 
the Treasury of the United States by the referees and the clerks, to 
be deposited to the credit of the [respective] salary and expense 
fund[s]. All cases pending before outgoing referees shall be referred, 
and no additional filing fees shall be required, but additional salary 
and expense charges may be assessed in such cases in such amounts 
as the judge or judges of the several courts of bankruptcy may deem 
equitable, taking into consideration the schedules of additional fees 


re by the Director and the payments previously made therein. 
* * 
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Section 51 oF THE Banxkruptcy Act (11 U.S.C. 79) 


§ 51. Duties of Clerks. 

Clerks shall (1) * * * 

(2) collect the fees of the clerk and trustee and the fees for the 
referees’ salary [fund] and [referees’] expense fund provided in 
paragraph (1) of subdivision ¢c of section 40 of this Act in each case 
instituted before filing the petition, except where installment pay- 
ments may be authorized pursuant to section 40 of this Act, and 
collect the various other fees, allowances and charges for the services 
of referees and for their expenses, including their services and expenses 
as conciliation commissioners and as special masters under this Act; 

‘ * * * 

@3t7 

(5) transmit to the Treasury of the United States all fees, allow- 
ances and charges collected for the referees’ salary [fund] and [the 
referees’]] expense fund, and transmit to the trustee, within ten days 
after a case has been closed the fee collected for him at the time of 
the filing of the petition. 


Section 64 or THE Bankruptcy Act (11 U.S.C. 104) 


§ 64. Debts Which Have Priority. 

a. The debts to have priority, in advance of the payment of divi- 
dends to creditors, and to be paid in fuil out of the bankrupt estates, 
and the order of payment, shall be (1) the actual and necessary costs 
and expenses of preserving the estate subsequent to filing the petition; 
the fees for the referees’ salary [fund] and {for the referees’] expense 
fund; the filing fees paid by creditors * * * 


Section 72 oF THE Bankruptcy Act (11 U.S.C. 112) 


§ 72. Limitation of Compensation of Officers of Court. * * * 

No referee shall receive any compensation for his services under this 
Act other than his salary; and allowances made to a referee for com- 
pensation or expense while acting as a conciliation commissioner under 
section 75, or as a referee or special master under any chapter or sec- 
tion of this Act, shall be paid to the clerk, and by him transmitted to 
the Treasury of the United States for deposit in the referees’ salary 
{fund} and [referees’] expense fund [respectively]. 


Section 624 or THE BanKruptcy Act (11 U.S.C. 1024) 


§ 624. The petition shall be accompanied— 

(1) by a statement of the executory contracts of the debtor; 

(2) where a petition is filed under section 622 of this Act, by pay- 
ment to the clerk of $15 to be distributed, $10 to the Treasury of the 
United States for deposit in the referees’ salary and expense fund and 
$5 to the clerk, in lieu of the fees of [$17] $32 and $8 as prescribed in 
sections 40 and 52 of this Act: Provided, however, That such fees 
may be paid in installments, if so authorized by [general order] 
General Order of the Supreme Court of the United States. 
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Section 633 or THE Bankruptcy Act (11 U.S.C. 1033) 


§ 633. At such meeting, or at any adjournment thereof— 
x * * 

(2) the debtor shall submit his plan, and deposit with the clerk, for 
payment into the referees’ salary and expense fund a fee not to exceed 
$15, to be graduated and charged in the manner outlined in paragraph 
(2) of subdivision c of section 40 of this Act: Provided, however, 
That such fee may be paid in installments, if so authorized by General 
Order of the Supreme Court of the United States; 


x oa * * * «© 


Section 659 or THE BanKruptcy Act (11 U.S.C. 1059) 


§ 659. In advance of distribution to creditors, there shal! first be 
paid in full, out of the moneys paid in by or for the debtor, and the 
order of payment shall be— 

(1) x * * 

(2) xk *k * 

(3) an additional fee for the referees’ salary and expense fund, to 
be graduated and charged in the manner outlined in paragraph (2) 
of subdivision C of section 40 of this Act, and to be ccmmpned ‘tain 
the amount of the payments actually made by or for a debtor under 
the plan; and commissions to the trustee of not more than 5 per centum 
to be computed upon and payable out of the payments actually made 
by or for a debtor under the plan; 


O 
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86TH CONGRESS SENATE { REPORT 
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GENERAL GOVERNMENT MATTERS APPROPRIATION 
BILL, 1960 


JUNE 22, 1959.—Ordered to be printed 


Mr. Maenuson, from the Committee on Appropriations, submitted 
the following 


REPORT 


[To accompany H.R. 7176] 


The Committee on Appropriations, to whom was referred the bill 
(H.R. 7176) making appropriations for the Executive Office of the 
President and sundry general Government agencies for the fiscal year 
ending June 30, 1960, and for other purposes, report the same to the 
Senate with various amendments and present herewith information 
relative to the changes made. 


Amount of bill as passed House_............-.------ $13, 338, 500 
Amount of increase by Senate (net)_...........-__--- 230, 000 

Amount of bill as reported to Senate__...._-_-- 13, 568, 500 
Amount of appropriations, 1959__.......-...--.----- 13, 165, 370 
Amount of regular estimates, 1960_..........-.------ 13, 608, 500 


The bill as reported to the Senate: 
Under the estimates for 1960_.......____----~- 40, 000 


Over the appropriations for 1959__.......---.-- 403, 130 
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Funps APPROPRIATED TO THE PRESIDENT 
EXPENSES OF MANAGEMENT IMPROVEMENT 


The committee agrees with the House that this program should not 
be reduced, in view of the beneficial results in management inprove- 
ment as well as actual savings obtained from the projects that have 
been undertaken. The committee is advised that it is not possible to 
plan an orderly series of such projects and that a lack of funds might 
prevent the President from taking prompt action in bringing about 
solutions to management problems or in making needed administrative 
improvements in the executive branch. Accordingly, the committee 
recommends restoring the item to the bill, as estimated, in the amount 
of $250,000. Prior appropriations, since 1953, have totaled $1,200,000. 
With the unobligated balance, the amount recommended would 
provide a level of about $500,000 to begin the fiscal year. 

The committee believes that this modest-cost can be expected to 
ultimately result in savings of substantially greater amounts in future 
appropriations. It is the hope of the committee that one practice 
which will receive attention in such a study is that of correcting the 
use of first-class or deluxe air transportation almost exclusively for 
Federal employees and military personnel traveling by air. We be- 
lieve that substantial savings in the cost of Government travel could 
be effected by greater use of air coach and similar economy classes of 
air travel. Air coach travel now counts for more than 50 percent of 
commercial air travel, and we see no justification for the general use 
of a class of air transportation which is more expensive than that 
chosen ‘by the average air traveler 


SuBVERSIVE AcTIVITIES ConTROL Boarp 


The committee recommends a further reduction of $20,000, to pro- 
vide a total amount of $360,000 for the activities of the Board, which 
is $40,000 below the estimate for 1960 and $15,000 below the appropri- 
ation for 1959. This recommendation is based on decreases in work- 
lozd, as explained in the. House report. In the event of a judicial 
determination on the issue of constitutionality which will enable the 
Board to implement fully the provisions of the act, the committee 
would consider the requirements of a more certain workload. 
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Calendar No. 417 


86TH CONGRESS } SENATE { REvortT 
1st Session No. 423 





INDEPENDENT OFFICES APPROPRIATION BILL, 1960 


June 22, 1959.—Ordered to be printed 


Mr. Maenuson, from the Committee on Appropriations, submitted 
the following 


REPORT 


[To accompany H.R. 7040] 


The Committee on Appropriations, to whom was referred the bill 
(H.R. 7040) making appropriations for sundry independent executive 
bureaus, boards, commissions, corporations, agencies, and offices, for 
the fiscal year ending June 30, 1960, and for other purposes, report 
the same to the Senate with various amendments and present here- 
with information relative to the changes made. 


Amount of bill as passed House___.......-.------ $6, 457, 657, 800 
Amount of increase by Senate_............------- 101, 690, 800 

Amount of bill as reported to Senate_.....-. 6, 559, 348, 600 
Amount of appropriations, 1959_._....--..------- 6, 875, 620, 240 
Amount of regular estimates, 1960_.........-.-.--. 6, 584, 188, 000 


The bill as reported to the Senate: 
Under the estimates for 1960__...-.....-.--- 24, 839, 400 
Under the appropriations for 1959__........--. 316, 271, 640 


GENERAL STATEMENT 


The bill provides a total amount of $6,559,348,600, which is 
$24,839,400 under the estimates for 1960 and $316,271,640 under the 
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appropriations for 1959, and an increase of $101,690,800 over the 
House bill. 

The House bill provided $44,644,000 over the budget estimates 
for the following: 


ot Sites and expenses, public buildings projects........-..--.- $25, 000, 000 
Medical administration (for medical research) _................ 4, 344 000 
65k bce d Kit Ch he be Cennneh ean ken awnanmae 5, 300, 000 
Construction of hospital and domiciliary facilities...........- 10, 000, 000 


The Senate committee has agreed with these increases and has 
added further increases over the budget estimates, as follows: 


VA: 


Medical administration (for medical research) __.........---- $4, 000, 000 
Construction of hospital and domiciliary facilities (for research 
SO sree rE Se niece dkeeddedmennceccson 3, 000, 000 


OFrFIcE OF CriviIL AND Dergense MOBILIZATION 
FEDERAL CONTRIBUTIONS 


The committee recommends the restoration of $15 million to 
provide the full budget estimate of $25 million for Federal contribu- 
tions. Of this restoration, $3 million is to provide the full amount 
requested for continuing the program of matching State funds for the 
procurement of civil-defense equipment, education, training and other 
technical assistance, and $12 million is to implement Publie Law 
85-606 by matching funds of State and local governments for personnel 
and administrative costs. 

As to this new program, enacted on August 8, 1958, the committee 
is advised that each State has a civil defense agency in being, that 
each State has submitted a plan which has been approved as in ae- 
cord with the national plan, and that each State has a civil service 
system or a joint merit system under standards similar to those now 
participated in by the Department of Health, Education, and Welfare, 
and the Department of Labor. The committee understands that if 
such merit standards are not complied with, the law would prohibit 
the matching of funds in that event. 

The committee is assured that these funds are required in order 
to build a workable nonmilitary defense program for the Nation, and 
trusts that the quality of the program will warrant such expenditure. 


RESEARCH AND DEVELOPMENT 


The committee agrees with the action of the House in providing 
$2,500,000 for construction of prototype shelters for demonstration 
purposes. In addition, the committee recommends increasing the 
amount available for other research activities to $2 million, to provide 
a total of $4,500,000, which is $2,770,000 below the budget estimate. 
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Civit ABpRONAUTICS BoarRD 
SALARIES AND EXPENSES 


The committee agrees with the House in providing $6,925,000 for 
salaries and expenses, which is $575,000 below the budget estimate. 

The committee is concerned with the constant increase in personnel 
for the CAB. It raises questions as to whether the Board is making 
the most efficient use of its personnel. Public concern with the work 
of the Board focuses primarily on accident investigation and the de- 
velopment of service through attention to the routes of the carriers. 
The adequacy of rates and the level of rates are also of proper public 
concern, as is enforcement of the Board’s economic regulations. 

The committee believes the Board should assume the responsibil- 
ities for determining the probable cause of small aircraft accidents with 
due regard for the distinction between fatal and nonfatal accidents of 
consequence on the one hand, and inconsequential minor accidents on 
the other. 

The Board’s budget presentation indicates a desire to delve into 
many peripheral activities not closely related to the main purpose of 
the Board’s work which would, if Congress were to permit, lead to 
the further dilution of Board energies from its more important duties. 

Last year the committee attempted to meet the requirement of the 
Board for additional supergrades by authorizing 10 additional: 
1 in grade GS-18, 2 in grade GS-17, and 7 in grade GS-16. Also, in 
passing the Federal Aviation Act with additional supergrades the 
Congress recognized the vital importance of obtaining and retaining 
the highest qualified personnel. In view of this apparently adequate 
legislation, the committee believes that the Civil Service Commission 
should promptly give very serious consideration to the needs of the 
Civil Aeronautics Board for such personnel in order to carry out their 
functions and to promote greater efficiency in their organization. 

The committee recommends an increase to $1,600 in the limitation 
on the purchase of newspapers and periodicals. 

The committed also recommends an exemption from section 102 of 
the general provisions, for travel performed in connection with the 
investigation of aircraft accidents. 


PAYMENTS TO AIR CARRIERS 


The committee recommends the restoration of $3 million, to provide 
a total amount of $60 million for payments to air carriers, which is 
$2,618,000 below the budget estimate. 

The committee shares the concern which has been expressed over 
the increased amount which is estimated to be required for subsidies 
to local service and helicopter service airlines. The committee be- 
lieves that the amount of such subsidy can be reduced by a coopera- 
tive effort between the Civil Aeronautics Board and the Post Office 
Department to increase the volume of nonpriority mail being trans- 
ported by such carriers. These carriers have unused capacity which 
would permit them to handle substantially greater volumes of such 
mail. Their use for this purpose would substantially reduce the 
subsidy requirements for this group of carriers without significant 
increase in the cost to the Post Office Department of transporting the 
mail involved. In many instances it would also provide a substantial 
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improvement in postal service. The committee has requested the 
CAB to immediately institute discussions with the Post Office Depart. 
ment to effect the action suggested 


Crvi. Service ComMMISsION 
SALARIES AND EXPENSES 


The committee recommends restoration in the amount of $570,000, 
of which $430,000 is for the recruiting and examining program, 
$20,000 is for printing funds, and $120,000 is for equipment funds, 
In addition, the committee recommends $70,000, as previously re- 
quested in the supplemental estimate, for furnishing and moving their 
New York regional headquarters. The committee deferred this 
latter item pending the execution of the lease for the property in- 
volved, which the committee is advised has now been consummated, 
The total amount recommended is $19,440,000, which is $725,000 
below the budget estimate. 

The committee also recommends increasing to $400 the limitation 
on the purchase of newspapers and periodicals. 


EMPLOYEES’ LIFE INSURANCE FUND 


The committee recommends restoration of $18,000 to provide a 


total amount of $258,000 for administrative expenses reimbursed 
from the fund. 


PAYMENT TO CIVIL SERVICE RETIREMENT AND DISABILITY FUND 


The Kaplan committee, in 1954, recommended the adoption of the 
normal-cost-plus-interest basis for making annual appropriations to 
the fund. As required by law, the Civil Service Commission sub- 
mitted an estimate for 1960 of such amount, $773,734,000, which was 
denied by the Bureau of the Budget. Such amount is not met by 
contributions of the agencies, and other than these agency appropria- 
tions no payment has been made to the fund since 1957. The un- 
funded liability in the fund has now slipped to $20.6 billion. 

Last year the committee requested recommendations from the 
Civil Service Commission, the Bureau of the Budget, and the General 
Accounting Office for keeping the fund current, to be based on the 
evaluation of the fund by the Board of Actuaries as of September 30, 
1958. It was hoped that such recommendations would be available 
before this report on the 1960 budget, but the committee is now ad- 
vised that the evaluation has been laborious and detailed and has 
required much time. The committee awaits with interest the result 
of the collaborations requested. Meantime, there are indications 
that the factual evaluation will show a much larger unfunded liability 
than has been estimated. 
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FrEepERAL AVIATION AGENCY 
EXPENSES 


The committee recommends restoration of $37 million to provide a 
total amount of $320,200,000 for expenses, which is $6,200,000 below 
the budget estimate. The restoration is for allocation to air traffic 
operation and safety, as opposed to administration or research. 

The committee also recommends an increased limitation for the 
urchase of newspapers and periodicals, raising to $4,500 the limitation 
or the purchase of a passenger motor vehicle, and deleting the limita- 

tion for expenses of travel. 


ESTABLISHMENT OF AIR NAVIGATION FACILITIES 


Restoration of $8,500,000 is recommended by the committee, to 
provide a total amount of $139,700,000 for the establishment of air 
navigation facilities, which is $5,300,000 below the budget estimate. 
The restoration is recommended specifically for the purchase of three 
aircraft, the housing units in Alaska, and the garages and improved 
docking facilities in Alaska and at Swan Island, with the remainder to 
be applied toward the reduction in procurement funds. 

The committee also recommends inserting the authorization for 
the purchase of three aircraft, and deleting the limitation on the 
cost of construction per housing unit in Alaska. 


RESEARCH AND DEVELOPMENT 


The committee recommends restoration of $3,250,000, to provide 
a total amount of $50,350,000 for research and development, which is 
$13,250,000 below the budget estimate. The restoration is recom- 
mended for the SAGE direction center and for a partial restoration 
of $2 million for research and development projects. 

The necessary funds for a runway for research on planes over 
80,000 pounds will be thoughtfully considered by the committee 
when the agency can justify a more immediate need for such pur- 
poses, either on a supplemental request or in the next annual budget. 
Also, the committee wants to be certain that no other existing run- 
ways can be used for the research purpose desired. 

The committee also recommends inserting the authorization for 
the purchase of three aircraft for use in the research program. 


FEDERAL COMMUNICATIONS COMMISSION 


Restoration of $300,000 is recommended by the committee, to 
provide a total amount of $10,700,000 for salaries and expenses of the 
Commission, which is $300,000 below the budget estimate. 


FEDERAL Powrr COMMISSION 


The committee recommends restoration of $312,000, to provide a 
total amount of $7,374,000 for salaries and expenses of the Commis- 
sion, which is $51,000 below the budget estimate. No increase in 
travel funds is recommended. The committee believes that more 


emphasis sould be placed on handling the increased workload in gas 
rate cases. 
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FrpreraAL TRADE COMMISSION 


Restoration of $190,000 is recommended for salaries and expenses, 


to provide a total amount of $6,935,000, which is $40,000 below the 
budget estimate. 


GENERAL SERVICES ADMINISTRATION 
PUBLIC BUILDINGS SERVICE 


The committee recommends restoration of $5 million, to provide 
a total amount of $153,150,000 for operating expenses, which is 
$1,950,000 below the budget estimate. The committee agrees with 
the House in urging the Administrator to exercise vigorous effort to 
reduce the annual rental bill, and also expects that as new Govern- 
ment-owned buildings are constructed the quantity of rental space 
will show a proportionate decrease. 

The committee recognizes the need for additional temporary storage 
space for the Library of Congress, but feels that the cost estimate is 
too high and that a more reasonable estimate should be submitted 
for consideration at a later time. 


SITES AND EXPENSES, PUBLIC BUILDINGS PROJECTS 


The committee is advised that the National Grange may be put to 
some additional cost in order to change the facing of their new 
building to conform to the surrounding buildings. Since this matter 
seems to have been a later development in connection with the con- 
tract and agreement they made with General Services Administration 
in vacating from the site for the new Federal Office Building, the 
committee directs that within the funds available under this item the 
National Grange be reimbursed for such costs as may equitably be 
determined to be attributable to such move. 

The committee is concerned that many of the regulatory agencies 
are presently housed in inadequate Government-owned space or 
poorly located leased space costing ever-increasing rentals. The 
committee believes that greater efficiency could be obtained, at a 
cost that could be sizably reduced, if a group of such agencies could 
be housed together in one or more Government-owned buildings. 
The committee requests the Administrator to make a study of such 

ossibilities and to report his findings and recommendations at a 
ater time. 
FEDERAL SUPPLY SERVICE 


Restoration of $200,000 is recommended by the committee, to 
provide the full budget estimate of $3,970,000 for operating expenses. 


EXPENSES, SUPPLY DISTRIBUTION 


The committee recommends restoration of $400,000, to provide a 
total amount of $21,550,000 for expenses of supply distribution, which 
is $450,000 below the budget estimate. 

In this connection, the committee notes the ever-increasing appro- 
priations to this item, and suggests to the Administrator that perhaps 
more of such costs could be absorbed by the agencies for which the 
service is rendered. 
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STRATEGIC AND CRITICAL MATERIALS 


The committee agrees with the House that the stockpile program 
should be reviewed annually by the Congress. The committee be- 
lieves it is important, however, to permit the sale without replacement 
of excess materials which are subject to deterioration when such action 
is in the national interest. 

Accordingly, the committee recommends the rescission of $50 million 
of unobligated balances, instead of the House provision for rescinding 
all unobligated funds in excess of $33 million (amounting to about $107 
million). An increase of $160,000 is recommended for operating ex- 
penses, to provide a total amount of $3,310,000. 

The committee also recommends clarification of the authority to 
sell certain rotatable materials without replacement by inserting the 
following: 


Provided, That any funds received as proceeds from sale or 
other disposition of materials on account of the rotation of 
stocks under the Strategic and Critical Materials Stock 
Piling Act shall be deposited to the credit, and be available 
for expenditure for the purposes, of this appropriation except 
that, to the extent materials sold under section (d) of said 
Act to prevent deterioration are excess to stockpile needs, 
the proceeds of sale may be covered into the Treasury as 
miscellaneous receipts and thereupon the replacement re- 
quirements of said section 3(d) shall not be applicable. 


The Administrator of General Services advised the committee as to 
the operation of the rotation program, as follows: 


The amendments proposed would permit the continued rota- 
tion of a material to maintain quality when the amount of the 
inventory does not exceed the objective or when disposal of 
excess materials, without replacement, would disrupt market 
conditions. At the same time, the language would further 
what is believed to be the desire of the House Appropriations 
Committee in permitting, in effect, the reduction of inven- 
tories of perishable commodities to the extent feasible under 
then current market conditions and within the quantities that 
would otherwise be rotated to prevent deterioration. No 
such disposal action will, however, be undertaken by GSA 
until other interested Government agencies have had the 
opportunity to consider the proposed action and to consult 
as to its effect on the world market for that material, and all 
such disposal actions will be carried out with due regard to 
the protection of producers, processors and consumers 
against avoidable disruption of their usual markets. 


The committee believes such considerations should cover world and 
domestic markets for such materials. 


ADMINISTRATIVE OPERATIONS FUND 


Restoration of $500,000 is recommended by the committee, to 
provide the full budget estimate of $13 million for the limitation on 
deposits made to the fund. The committee also recommends in- 
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creasing the limitation from $100 to $900 for the purchase of news. 
papers and periodicals. 

The committee recommends, in connection with the transfer of 
$2 million of construction funds, that the appropriation ‘Construction 
public buildings projects” be available for acquisition of buildings and 
sites thereof by purchase, condemnation, or otherwise. 


Hovsine AND Home FINANcE AGENCY 
OFFICE OF THE ADMINISTRATOR 


Restoration of $700,000 is recommended by the committee, to 

rovide a total amount of $9,402,000 for salaries and expenses, which 
is $623,000 below the budget estimate. The committee also recom- 
mends the insertion of authorization to purchase newspapers and 
periodicals up to $6,000. 


PUBLIC FACILITY LOANS 


Restoration of $50,000 is recommended by the committee, to pro- 
vide the full budget estimate of $550,000 for the limitation on admin- 
istrative expenses. 


REVOLVING FUND (LIQUIDATING PROGRAMS) 


The committee recommends restoration of $102,000, to provide the 
full budget estimate of $755,000 for the limitation on administrative 
expenses. 

PUBLIC HOUSING ADMINISTRATION 


The committee recommends restoration of $340,000, to provide the 
full budget estimate of $13 million for administrative expenses. 


INTERSTATE COMMERCE COMMISSION 


Restoration of $500,000 is recommended by the committee, to 
rovide a total amount of $19,900,000 for salaries and expenses, which 
is $250,000 below the budget estimate. The committee recommends 
increasing from 30 to 40 the limitation on the purchase of passenger 
motor vehicles, increasing the earmarking for railroad safety activities 
by $7,100 to provide the full budget estimate, and increasing the 
earmarking for locomotive inspection activities by $6,300 to provide 
the full budget estimate. 
The committee recommends the insertion of a provision to place 
the salary of the Secretary of the Commission at grade GS-18. 


NATIONAL ScIENCE FouNDATION 


The committee recommends restoration of $17,027,000, to provide 
the full budget estimate for salaries and expenses of $160,300,000. 

Included in the restoration are funds in the amount of $3,300,000 
for research facilities, including the Southern Hemisphere astrograph, 
university nuclear research equipment, and the National Institute for 
Atmospheric Research. The committee also includes restoration of 
$2 million for scientific studies concerning weather modification, a8 
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well as the restoration of $1,480,000 to provide the full budget estimate 
of $5,100,000 for the dissemination of scientific information. 

With funds previously provided, the optical astronomy observatory 
and the solar research telescope are being constructed for installation 
on Kitt Peak in Arizona. The observatory will house three tele- 
scopes, ® 16-inch, a 36-inch, and an 80-inch; the solar telescope is 
a 60-inch. The pupose of the observatory is to provide facilities 
for astronomers located at other observatories and universities who 
do not have suitable instruments or favorable weather conditions for 

ood observing. ‘They will come to this national observatory, care- 
fully selected for ideal seeing conditions, for observing periods as 
required by their particular research programs. Accommodations for 
these transient astronomers as well as a small permanent scientific 
staff will be located in the 70-acre area on the summit. 

Last year’s bill provided $1 million for transfer to the Bureau of 
Public Roads for construction of a secondary road to the observatory 
on Kitt Peak. From these funds, the Bureau of Public Roads has 

repared a topographic map by photogrammetric methods, which will 
cS used in making the final route selection and the actus! road design. 
The 13 miles of access road from the highway must be built through 
extremely rugged terrain, and these large-scale maps have shown 
construction difficulties due to exceptionally severe geological con- 
ditions requiring a very large volume of expensive rock excavation, 
which difficulties were not previously known. It is now found that a 
wider roadbed is required and larger size drainage structures must be 
used. These necessities have added greatly to the cost. 

The Bureau of Public Roads now estimates for construction of 
a 30-mile-per-hour road, including grading and paving, with a park- 
ing area on the peak, adequate drainage structures, and other costs, 
a total amount of $2,890,000. 

The committee believes that such a road is essential to the operation 
of the observatory on Kitt Peak, and therefore recommends that 
additional funds for the road be provided within the funds available 
to the Foundation, with a provision for transferring $1,890,000 for 
that purpose to the Bureau of Public Roads, Department of Com- 
merce. 

RENEGOTIATION Boarp 


_Restoration of $300,000 is recommended by the committee, to pro- 
vide the full budget estimate of $3 million for salaries and expenses. 


SECURITIES AND ExcHANGE COMMISSION 


The committee recommends restoration of $475,000, to provide 
the full budget estimate of $8,275,000 for salaries and expenses, 


SELECTIVE SERVICE SysTEM 


Restoration of $556,800 is recommended by the committee, to 
provide a total amount of $29,556,800 for salaries and expenses, which 
is $1,093,200 below the budget estimate. 

The committee also recommends restoration of $22,000, to provide 
the full budget estimate of $72,000 for the limitation for the National 
Selective Service Appeal Board, 
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VETERANS’ ADMINISTRATION 
GENERAL OPERATING EXPENSES 


The committee agrees with the House in providing the full amount 
of the budget estimate of $163,373 ,000. 

The committee is advised that a proposed reorganization will se- 
riously affect the Reno, Nev., and Sioux Falls, S. Dak., offices of the 
guaranty loan program, It is hoped that the situation will not be 
changed, to the end that the veterans in any State are not denied the 
local contacts necessary in the program. 


MEDICAL ADMINISTRATION AND MISCELLANEOUS OPERATING EXPENSES 


The committee agrees with the House in restoring the medical re- 
search amount to the 1959 level of $15,344,000, by adding $4,344,000 
over the budget estimate for that purpose. Testimony presented to 
the committee indicated substantial progress from the funds pre- 
viously made available, as well as urgent requests for increasing the 
amount from eminent specialists. The committee is convinced that 
additional funds can be well and profitably used, and accordingly 
recommends further increasing the amount by $4 million, to provide a 
total amount for medical research of $19,344,000, within the total 
appropriation of $31,349,000. 

The committee also recommends inserting a limitation in the bill 
in order to allow $1,200,000 for expenses of travel of employees. 


CONSTRUCTION OF HOSPITAL AND DOMICILIARY FACILITIES 


The committee agrees with the House in adding $10 million over the 
budget estimate, to provide a total amount of $30,159,000, particularly 
for hospital alterations and acceleration of modernization. In line 
with the recommendation for increasing the medical research program 
by $4 million, the committee recommends adding $3 million to con- 
struction of hospital and domiciliary facilities, to be used for research 
facilities and research laboratories to go along with the clinical investi- 
gations. ‘The total amount recommended for the item is $33,159,000. 

The committee is convinced that there is urgent need for the new 
veterans’ hospital to be located at Martinez, Calif. It is understood 
that the plans are proceeding, and it is hoped that they will be finished 
under the highest priority, in order that construction can be started 
as soon as funds are available. 
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Calendar No. 418 


86TH CONGRESS t SENATE Report 
lst Session No. 424 


— 





DEPARTMENTS OF STATE AND JUSTICE, THE JUDICIARY, 
AND RELATED AGENCIES APPROPRIATION BILL, 1960 


June 22, 1959.—Ordered to be printed 


Mr. Jounson of Texas, from the Committee on Appropriations, 
submitted the following 


REPORT 


[To accompany H.R. 7343} 


The Committee on Appropriations, to whom was referred the bill 
(H.R. 7343) making appropriations for the Departments of State 
and Justice, the judiciary, and related agencies for the fiscal year 
ending June 30, 1960, and for other purposes, report the same to the 
Senate with various amendments and present herewith information 
relative to the changes made: 


Amount of bill as passed House___.....-.-----.-.-- $646, 890, 200 
Amount of decrease by the Senate 1, 472, 000 
Amount of bill as reported to Senate 1645, 418, 200 


Amount of appropriations, 1959_.............------ 664, 446, 457 


Amount of the regular and supplemental estimates, 
1960 677, 301, 100 


The bill as reported to the Senate: 
Under the appropriations for 1959__._..-..----- 19, 028, 257 


Under the estimates for 1960 31, 882, 900 


' Foregoing figures exclude annual indefinites in the judiciary. 








STATE, JUSTICE, JUDICIARY, AND RELATED AGENCIES, 1960 


N 





000 ‘Lb ‘I= 006 ‘288 ‘I€— 192 ‘820 ‘6I— 

— = A 000 ‘8— 000 ‘L66— 

000 ‘9%+- 00 ‘8z¢ ‘I— 000 ‘6&Z— 

000 ‘002+ 002 ‘262 ‘9— 00¢ ‘99T ‘S— 

000 ‘OT— 002 ‘¢99 ‘I— g6g ‘geo+ 

000 ‘008 — 000 ‘SZZ ‘6— 000 ‘00 ‘ZI+ 

000 ‘sse ‘I$— 000 ‘EIT ‘ZI$— Zee ‘PIL ‘Sz$— 

0961 0961 (paisn[pe) 6°61 

‘Tq esnoy ‘O1VWITIsSa ‘uorjeidoidd y 


—qiM poredur0o 
I1lq 988g ‘(—) esvolD0p JO (+) asvol0UT] 


002 “STF ‘S#9 
000 ‘08z 

008 ‘IZ1 ‘9 

00€ ‘Z¢Z “SIT 
OOF ‘289 ‘Eb 
000 ‘00 “S92 
000 ‘22z ‘91z$ 


0961 ‘suoT} 
-BpusuIMIONe] 
0033/1 UI00 
eeueg 











002 ‘068 ‘9*9 OO ‘TOE “229 ee Uc le ee ie le 1830, 
000 ‘08% 000 ‘88Z ee oe Oe eee ete en eee ae WOJsspuUITIOH SIG ZY [TATO 
008 ‘SEI ‘9 000 ‘O02 ‘2 aes fee me ee a JUOPIselT 94} 0} poelidoidde spung 
00€ ‘290 “ETT 000 ‘08S ‘OZT MR) | Ber te ee ke eee Re : ~““S0U0dY UOTIVULIOJU] “§*h 
006 ‘269 ‘EF ig ‘Sb C08 ‘ Se ee ne een ae eee Arepipne 
000 ‘OOT ‘99Z 000 ‘S20 “Zz Ce: Oe ee ee ee ne ee ee eoyisns 
000 ‘O19 “L1Z$ 000 ‘eee ‘Szzs UL ee ee eee ee 94818 
096T 0961 (posnfpe) 6c61 
‘Tig esnoyy ‘O}VUITISA ‘ao}}e]1doldd y uopelidoiddy 





2129 fo iunwuny 





STATE, JUSTICE, JUDICIARY, AND RELATED AGENCIES, 1960 3 


TITLE I—DEPARTMENT OF STATE 


For the Department of State, the committee recommends a total 
appropriation of $216,222,000, which is a decrease of $1,388,000 below 
the House bill and $25,714,352 below the 1959 appropriations. When 
the nonrecurring items of $36,571,399, which were included in the 1959 
appropriations, are taken into account, the appropriation recom- 
mended by the committee represents an increase of $10,857,047. 


SALARIES AND EXPENSES 


For this item, the committee recommends $112,500,000, an in- 
crease of $1,000,000 over the House allowance. This sum is $6,600,000 
below the budget estimate and $3,535,100 above the 1959 appro- 
priations. In allowing the increase of $1,000,000 it was the com- 
mittce’s judgment that the Department should allocate the sum to 
the areas—domestic and overseas—where personnel and services are 
most essential because of increased workload. 

Included in the $7,264,000 restoration request was an item of 
$2,736,600 for certain research and analysis activities which in past 
years had been financed from transfers from other agencies’ appro- 
priations. The committee concurs with the House recommendation 
on this item, to the effect that the necessary work be carried on, and 
the funding therefor be handled in the same manner as followed in 
the past years and not included in the budget of the State Department. 

‘Also included in the restoration request was the sum of $550,000 
to conduct special foreign policy studies by contract. In disapproving 
the request, as did the House, the committee feels that such study 
has merit and every effort should be made by the Department to 
secure and utilize the technical information already being contracted 
or planned for by other agencies. 

The committee feels that the Department should make certain 
there exists no duplication of effort between the economic activities 
of the Department and the International Cooperation Administra- 
tion and that a better utilization of the Department’s staff be made 
by cutting back in those places where the workload permits. The 
Department explained its proposal to establish a unit in the Office 
of the Under Secretary for Economic Affairs to concentrate on and 
combat international Communist activities of an economic character 
on a worldwide basis. The committee agrees with the House in 
approval of this unit but expresses amazement that such program 
has not been previously functioning within the Department or the 
ICA. It would appear therefor that a careful survey should be made 
to determine whether some of the existing personnel stationed in 
Washington or overseas could not be assigned to carry out the func- 
tions of the new unit. 

The committee again recommends that the Department apply this 
lump-sum appropriation so as to maintain a balanced program to 
accomplish its objectives. Further, that additional staff be allocated 
to the Office of the Legal Adviser to prepare the new Digest of Inter- 
national Law in order that it may be completed by March 1963. It 
is the committee’s understanding that this latter date will mark the 
30th anniversary of the date upon which Cordell Hull became Secre- 
tary of State. It was at his behest that the last digest was published. 
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and it would be a fitting tribute to him to have the new one completed 
by this date. 

The committee has also provided language in the bill for the pur- 
chase of 8 vehicles, instead of the 5 provided by the House and the 
budget estimate of 15. Testimony indicated that these additional 
vehicles are required for posts in Africa. 


ACQUISITION, OPERATION, AND MAINTENANCE OF BUILDINGS 
ABROAD 


The committee has approved the request for an increase of $228,000 
in the limitation of administrative expenses without a commensurate 
increase in the appropriation. Testimony presented to the committee 
revealed that such an increase in the limitation was necessary to afford 
strengthening of the staff of the Office of Foreign Buildings commen- 
surate with the workload of its worldwide real-estate program. 


Missions To INTERNATIONAL ORGANIZATIONS 


The committee recommends an appropriation of $1,959,000, as com- 
pared to the House allowance of $1,900,000 and the budget estimate 
of $1,988,000. The inerease of $59,000 over the House allowance will 
provide $14,000 for rental and maintenance of suitable quarters for 
the U.S. re presentative to the seven international organizations hay- 
ing headquarters in Geneva, Switzerland, and for increased costs of 
housing for ‘the staff. The balance of $45,000 wil! permit the com- 
pletion of the staffing of the U.S. mission to the Internationa! Atomic 
Lnergy Commission at Vienna. 


INTERNATIONAL CONFERENCES AND CONTINGENCIES 


For this item, the committee recommends an appropriation of $2 
million, or ee above the amount allowed by the House and 
$800,000 below the budget estimate. ‘This additional sum will allow 
the Deparitme to fund all planned conferences in fiscal year 1960. 
The committee concurs with the House in its denial of the $800,000 
reserve fund request, recognizing that supplemental requests will be 
necessary in the event additional conferences not presently planned 
are convened, or in the event conferences extend beyond their sched- 
uled adjournment date. 


CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 


The committee concurs in the House allowance of $48,033,000 for 
contributions to international organizations. ‘This sum is $1,262,401 
over the appropri: tions for the fiscal year 1959. In this connection, 
the U.S. Government’s representatives to the United Nations and other 
international organizations should increase their efforts to hold down 
continued increases in the budgets of these organizations, bearing in 
mind the fact that the percentage of U.S. contributions vastly exceeds 
the percentages contributed bv other nations. In addition, efforts 
should be intensified to persuade other member countries who may be 
delinquent in their contributions to bring them current. 
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INTERNATIONAL BounpARY AND WaTER ComMISsION, UNITED 
STATES AND Mexico 


SALARIES AND EXPENSES 


The committee recommends the appropriation of $573,000 for the 
necessary salaries and expenses of this Commission in fiscal year 1960. 
This sum is $23,000 above the House allowance and will provide ade- 
quate staff to insure accurate and current information on the owner- 
ship and division of waters of the Rio Grande pursuant to treaty 
requirements. 

OPERATION AND MAINTENANCE 


The committee recommends the appropriation of $2,160,000, which 
is the budget estimate for operation and maintenance expenses in fiscal 
year 1960. This sum is $360,000 above the House allowance, but is 
essential to carry out several items of deferred work in the El Paso 
projects and the lower Rio Grande flood control project to reduce the 
threat of flood damage. 


INTERNATIONAL EpUCATIONAL ExcHANGE ACTIVITIES 


For this item, the committee recommends the appropriation of 
$23,370,000, an increase of $570,000 over the House allowance and 
$270,000 over the 1959 appropriation. In addition to the amount 
provided in the bill, there is available $6,817,300 in foreign currencies 
generated from the sale of surplus agricultural commodities under the 
provisions of Public Law 480. Also, approximately $605,000 is avail- 
able from other funds pursuant to authority and agreements with 
Finland, India, and Ireland. Therefore, the total estimated available 
funds for these exchange programs in fiscal 1960 will approximate 
$30.7 million. 

In the limitation on the purchase of foreign currencies or credits 
owed to or owned by the Treasury of the United States, the com- 
mittee recommends $4,811,500, the amount of the budget estimate. 
The Department advised that this sum represents the maximum 
amount of purchased foreign currencies that could be utilized effec- 
tively under the agreements presently in force or under negotiation. 

In the limitation on expenses for entertainment, the committee has 
approved the estimate of $5,000, as compared to $1,000 the House 
allowance and the 1959 appropriation. 

In the administrative expense limitation, the sum of $1,500,000 is 
proposed. This is an increase of $62,500 above the House allowance, 
but is considered necessary to meet the increased cost of administrative 
support services. 

Rama Roap 


For this item, the committee recommends the appropriation of 
$1,000,000, instead of $4,500,000, the budget estimate and House 
allowance. The committee is fully cognizant of the importance of this 
project and the need to complete it as soon as practicable, but the sum 
proposed will provide obligational authority in fiscal 1960 at approxi- 
mately the same level as the 1959 fiscal year, and will permit initiation 
of construction work on the remaining 23 miles of the road. 
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If it can be demonstrated that additional funds can be advanta- 
geously used in fiscal 1960, the committee will consider a request for a 
supplemental appropriation. 


GENERAL PROVISIONS 


The committee has approved a new section to the House bill which 
would authorize the Secretary of State to utilize for representation 
purposes and for travel abroad the equivalent of $2,000,000 in foreign 
currencies owed to or owned by the United States and in excess to 
other needs authorized by law, notwithstanding the provisions of see- 
tion 1415 of the Supplemental Appropriations Act of 1953, or any other 
provision of law, and in addition to the sums appropriated in this title. 
Annual reports to the Senate and House Committees on Appropria- 
tions are required of the expenditures made pursuant to this authority. 

The primary purpose of this amendment is to utilize U.S.-owned 
foreign currencies which might otherwise become valueless because of 
inflation and inability to convert them for other U.S. uses. 


TITLE II—DEPARTMENT OF JUSTICE 


The committee recommends appropriations totaling $265,300,000 for 
the Department of Justice in the fiscal year 1960. This is $800,000 
below the House allowance, $9,775,000 below the budget estimates, 
and $12,030,000 over the total 1959 appropriations. 


LeGcat AcTIvITIES AND GENERAL ADMINISTRATION 
GENERAL ADMINISTRATION 


For this item, the committee has allowed $3,700,000, which is 
$50,000 over the amount approved by the House, a decrease of 
$50,000 from the budget estimate, and $146,000 more than the 1959 
appropriation. The increase represents the approximate amount 
needed by the Administrative Division to maintain its authorized 
staff of 377 positions at a reasonable level. The committee was 
advised that this Division currently has 36 vacancies, none of which 
could be filled under the House allowance. Included are seven 
vacant positions in the Management Office, which embraces field 
examinations of offices of the Department and the courts. The com- 
mittee expects that these positions will be filled with the additional 
funds granted. No funds are included for new positions under this 
appropriation item. 


GENERAL LEGAL ACTIVITIES 


The committee recommends $12,600,000, which is the amount 
approved by the House, $250,000 below the budget estimate, and 
$227,000 more than the 1959 appropriation. This is a lump-sum 
appropriation covering the salaries and expenses of eight legal divi- 
sions; therefore, it is essential that fund allocations be made by the 
Department based upon the individual workload of each division. 
Although the committee’s action makes no change in the overall 
House allowance, the sum is believed to be sufficient to defray the 
somewhat uncontrollable increased costs of foreign litigation in the 
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Civil Division as well as the higher fees required of appraisers and 
experts in the Lands Division. These increases can be offset by a 
reduction in the funds proposed for the Internal Security Division 
and some of the other divisions. 

Testimony presented to the committee clearly indicated the need 
for additional funds in the Civil and Lands Division to cope with 
the workload and to meet the higher costs of operation. For the 
Internal Security Division, the committeee is not convinced that the 

resent business justifies the scale of expenditures fb. in the 

epartment’s 1960 allocation of funds under the House allowance. 
Further, the committee is of the opinion that the Department should 
seriously consider consolidating the remaining work of the Internal 
Security Division with its other legal divisions so that it may be 
discontinued as a separate activity by the end of fiscal year 1960. 


U.S. ATTORNEYS AND MARSHALS 


For this item, the committee recommends the same amount ap- 
proved by the House, $22,500,000, which is $400,000 below the budget 
estimate and $118,000 more than the 1959 appropriation. In denying 
the restoration of $400,000 requested by the Department, the com- 
mittee is aware that substantial amounts are involved in the activities 
of these offices in connection with litigation before the courts which 
are not discretionary or subject to the usual administrative controls. 


ANTITRUST DIVISION 


The committee has approved the sum of $4,200,000 for this activity. 
This is $300,000 below the budget estimate and the House allowance, 
but $62,000 more than the 1959 appropriation. The appropriation 
allowed by the House includes funds for 39 new positions (19 attorneys 
and 20 clerks). The committee does not believe there is sufficient 
justification to warrant a major expansion of this activity at this time 
and further believes that a much larger percentage of the resources of 
the Division than in the past, should be devoted to mergers, adminis- 
tered prices and concentrations rather than on a host of minor mis- 
cellaneous matters. 

Bureau or Prisons 


BUILDINGS AND FACILITIES 


Construction of Maximum Security Institution—The committee 
recommends that $1,000,000 be appropriated to initiate construction 
of the institution in Llinois in fiscal year 1960. This sum is $1,000,000 
below the House allowance of $2,000,000, and $8,875,000 under the 
budget estimate submitted for the item. 

Construction of staff housing—The committee has included in the 
bill the sum of $450,000 to construct 45 housing units on Government- 
owned land at 8 of the Federal penal and correctional institutions. 
It is the committee’s belief that these units are required at this time 
to help relieve the staff housing shortage known to exist at many of 
the institutions. Ten years have elapsed since the last housing 
program was authorized. By making full use of inmate labor, as 
authorized in law, it should be possible for the Bureau to build suitable 
houses at an average cost of $12,000 and apartments at an average 
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cost of $8,000. This represents about two-thirds the cost of contract 
construction. 

Emergency situations frequently arise at the prisons and the key to 
preventing serious and expensive problems from developing is the im- 
mediate availability of needed personnel. To alleviate this condition, 
additional housing units are recommended at the following locations: 


ernie leiind) ar eS a Se ol Ol ee 14 apartments. 
Medical center, Springfield, Mo_.............-..-.--..------- 15 houses. 
ONS ERO as tect, Sissi ee lib dna: oes cabigets ehdi pace dbuseuke 5 houses. 
Ns Ne te i Be 4 houses. 

ee ce engine mamas aches 8 apartments. 
wDarmtery, Come LSE i et OTe oo 2G ig 3 houses. 
meaieweods Cplos scat SUB Siust Sek Sees ee Do 

i RNR SB 8 oa, a: ek ol etn 5 8S OB ek ks bi ag Bat oe 4 houses. 


TITLE TI—THE JUDICIARY 


The committee recommends a direct appropriation for Salaries and 
expenses of the Federal Judiciary, a total of $43.687,400. This sum 
is $10,000 less than the House bill, $558.595 in excess of the fiscal 1959 
appropriations, but $1,665,700 below the fiscal year 1960 estimate. 

From the special bankruptcy funds, an amount of $5,256,500 is 
recommended for ‘‘Salaries and expenses of referees,”’ which is $250,000 
over the House allowance and $376,850 over the fiscal 1959 allowance 
from these funds, but $430,000 under the fiscal 1960 budget estimate. 

The recommended action of the committee with respect to the items 
on which some change has been made in the House allowance is set 
forth as follows: 

SuPREME Court 


MISCELLANEOUS EXPENSES 


The committee recommends $74,000, an increase of $10,000 over 
the House allowance, to permit the financing of a variety of small but 
essential items, such as telephone service, travel, and miscellaneous 
equipment, furnishings and supplies, which can only be financed from 
the “‘Miscellaneous expenses’ account. 


Customs Court 
SALARIES AND EXPENSES 


The committee recommends $770,000, an incrosse of $20,000 over 
the House allowance and an increase of $31,700 over the 1959 appro- 
priation, but $62,000 less than the fiscal 1960 budget estimate. The 
additional amount is to nermit the employment of five additional 
employees on the basis of testimony that at least this many were 
urgently needed. 


Courts or Apprats, Dist>1ct Courts AND OTHER JUDICIAL SERVICES 
SALARIES OF JUDGES 


The committee recommends $9,128,000, which is $147,000 under 
the House bill, $80,500 under the fiscal 1959 appronriations, and 
$230,500 less than the fiscal 1960 budget estimate. This reduction 
under the House allowance represents a savings which will be effected 
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when the terms of the 14 judges of the Territorial courts of Hawaii 
expire upon Hawaii’s becoming a State, reportedly early in fiscal year 
1960. It is believed that the recommended appropriation will be 
adequate to cover the present complement of judges and the filling of 
vacancies. 

SALARIES OF SUPPORTING PERSONNEL 


The committee recommends $21,452,000, an increase of $52,000 
over the House allowance. This sum is $501,000 over the 1959 appro- 
priation but $363,800 under the fiscal 1960 estimate. The increase 
of $52,000 is to permit the employment of five additional probation 
officers and five additional deputy clerks. The allowance of the five 
additional probation officers will permit employment in districts where 
there is a real need, and with such additions, it is believed, the present 
caseload per officer can be maintained during the coming year. Lan- 
guage has been provided in the bill requiring that hereafter the em- 
ployment of probation officers must meet qualifications standards 
established by the Judicial Conference of the United States. 

There appeared to be a few districts where the need for additional 
deputy clerks is urgent and the allowance of five additional positions 

ill permit immediate employment in those instances. However, in 
view of the indicated overall decline in the number of civil case filings 
by 18 percent, as a result of the 1958 act affecting jurisdiction, it is 
recommended that any additional needs be filled by position trans- 
fers and the adjustment of caseloads. The committee concurs with 
the House allowance of approximately $30,000 for a pretrial examiner 
and two assistants in the District of Columbia on a 1-year basis. 


FEES OF JURORS AND COMMISSIONERS 


The committee recommends an appropriation of $4,620,000 for this 
item, a decrease of $280,000 from the House allowance. This sum is 
$555,000 under the fiscal 1959 appropriation and $500,000 under the 
fiscal 1960 estimate. The reduction is based on studies reflecting 
that approximately $1 million of the fiscal 1958 funds for this purpose 
were paid to jurors who were called but neither served nor were 
challenged. Testimony indicates that prompt action is being taken 
by the Jury and Policy Committees of the Judicial Conference of the 
United States in connection with excessive jury costs and that such 
action should result in greater utilization of jurors called and sub- 
stantially reduce the costs of fees and allowances to jurors. 


TRAVEL AND MISCELLANEOUS EXPENSES 


The committee recommends an appropriation of $3,380,000, an 
increase of $130,000 over the House allowance. This sum is $305,000 
over the fiscal 1959 appropriation, but $353,000 under the fiscal 1960 
budget estimate. The additional sum allowed is for the purchase of 
furniture and furnishings for the U.S. courts housed in buildings 
under the supervision of the General Services Administration. Testi- 
mony reflects that this activity is being transferred from the GSA 
to the judiciary. The additional allowance will provide a sizable 
amount with which to purchase furniture and furnishings in fiscal 
1960 and will give the committee time to evaluate the impact of 
this activity. 
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ADMINISTRATIVE OFFICE OF THE U.S. COURTS 


The committee recommends an appropriation of $1,305,000, which 
is an increase of $205,000 over the House allowance and $264,000 over 
the appropriation for fiscal year 1959, but $99,400 under the fiscal 
1960 budget estimate. The additional sum is to permit the employ- 
ment of approximately 15 additional employees. The committee has 
received impressive evidence in the form of documentation by the 
Administrative Office, testimony from district and appellate judges, 
and data contained in the “Field Study of the Operations of the 
U.S. Courts,” that there is a substantial need to provide additional 
professional and clerical personnel in the Administrative Office of the 
U.S. Courts. The testimony of several judges reflected that improve- 
ment can only be effected by first obtaining the facts, and that this 
necessitates an augmentation of the staff of the Administrator. 

Based on this evidence, there is provided in the appropriations for 
the Judiciary, $205,000 to hire additional seubeabinedl and clerical per- 
sonnel in the Administrative Office for fiscal year 1960. This is to be 
in the nature of a pilot undertaking. The increased funds, providing 
new positions, should produce on-the-spot examinations of court 
dockets and surveys of individual courts, including the operations of 
clerks’ offices and calendar control systems. In addition, field studies 
should be made of the operation of the jury system; the bankruptey 
business—including examinations of referve offices; and the probation 
service. Finally, the organization for the study of the ‘Federal Rules 
of Practice and Procedure,”—pursuant to Public Law 85-513—-should 
be organized and undertaken. 

The committee fully appreciates that a marked impact on the opera- 
tions of the entire system of U.S. courts cannot be accomplished 
over night; however, the Administrative Office is expected to provide 
the committee, at the time it appears to justify its appropriations for 
fiscal 1961, with data documenting the demonstrated progress and 
improvements which have been made possible in the courts by these 
additional positions. 

Language has been provided in the bill to permit the employment of 
qualified experts, on a per diem basis, to initiate the authorized study 
and revision of the ‘Federal Rules of Practice and Procedure.” 


SALARIES OF REFEREES 


The committee recommends an appropriation of $2,056,000, which 
is $50,000 over the House allowance and $50,000 over the fiscal 1959 
appropriations, but $50,000 under the 1960 estimate. This additional 
allowance is to permit the employment of five additional full-time 
referees for a period of approximately 8 months each. 


EXPENSES OF REFEREES 


The committee recommends an appropriation of $3,200,000 for this 
item, which is an increase of $200,000 over the House allowance. 
This sum is $326,850 over the appropriations for fiscal 1959, but is 
$380,000 under the budget estimate for 1960. The increase will 
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permit the employment of 50 additional clerks for an average of 10 
months each and will provide nonpersonal expenses of 5 additional 
referees, as well as for the added clerks. 


TITLE IV—RELATED AGENCIES 
U.S. Inrormation AGENCY 
SALARIES AND EXPENSES 


The committee has approved the sum of $101,757,300, which is an 
increase of $200,000 above the House allowance but $4,354,700 below 
the budget estimate requested for 1960. Under the proposed allow- 
ance the Agency will be able to continue its various overseas and 
domestic programs at about the current level through the ensuing 
fiscal year. 

For representation allowance, the sum of $135,000 is recommended. 
This is $60,000 over the House allowance and $45,000 above the 
amount available for fiscal 1959. In addition, the committee has 
approved language authorizing the expenditure of not less than 
$350,000 for contracts with private radio licensees. 

The committee again urges the Director to reappraise the informa- 
tion program, with a view to concentrating its energies and funds in 
areas and activities considered to be most productive in the accom- 
plishment of the foreign oer objectives of the United States. 

Language has been added to the House bill to permit the use of the 
equivalent of $40,000 in foreign credits for representational purposes 
and travel abroad, in addition to the sums otherwise appropriated, 
with an annual report of expenditures to the Senate and House 
Appropriations Committees. 


ACQUISITION AND CONSTRUCTION OF RADIO FACILITIES 


The committee concurs in the House allowance of $9,006,000. 
This sum, together with the $1,000,000 from previously appropriated 
funds will provide $10,000,000 for the completion of the so-called 
east coast facilities project. 

The committee looks with sympathy upon the request for an addi- 
tional $1,000,000 over the House bill, and if the Agency reaches an 
agreement or can demonstrate that an agreement is imminent, further 
consideration will be given to the request. 


PAYMENT TO INTERNATIONAL MEDIA GUARANTEE FUND 


The committee has approved the sum of $3,000,000, or an increase 
of $500,000 over the House allowance, but $500,000 below the esti- 
mate requested. The sum approved will finance a program of ap- 
© amare $9.1 million, as opposed to $7.3 million under the House 

ill and $10.9 million under the budget estimate. 


59003°—59 S. Rept., 86-1, vol. 3——71 
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PreEsIDENT’s SpecraL INTERNATIONAL PROGRAM 


For this item, the committee recommends the direct appropriation 
of $6,171,500, as compared to $6,145,500 in the House bill, or a net 
increase of $26,000. In addition to this net increase of $26,000 is 
the sum of $35,000 which is available from the unobligated balances 
of funds previously appropriated for the Brussels Fair, over and 
above the $265,000 reported by the House—thus making a total] 
additional availability of $61,000 over the House recommendation, 
This $61,000, when added to the $539,000 provided under the House 
bill will allow $600,000, the budget estimate requested for expenses 
of trade missions in fiscal 1960. 

The remaining $5,871,500 consists of $3,456,500 for trade fair 
programs under the Department of Commerce, and $2,415,000 for 
cultural presentations by the Department of State in fiscal 1960. In 
the application of funds available for trade fairs, it is the sense of the 
committee that no reductions be made against fairs planned in the 
Soviet-orbit. countries. Further, that in the selection of countries 
and areas for trade missions, it is the committee’s belief that such 
selections should not be confined to places where trade fairs are 
planned or scheduled. 

The limitation for representation allowance has been approved in 
the amount of $61,800, an increase of $36,800 over the House allow- 
a 


nce. 
In addition, language has been provided to continue the appro- 
priation on a no-year basis. 
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Calendar No. 420 


86TH CONGRESS t SENATE REPORT 
1st Session No. 425 














DEPARTMENTS OF LABOR, AND HEALTH, EDUCATION, 
AND WELFARE, AND RELATED AGENCIES APPROPRI- 
ATION BILL, 1960 









JUNE 23, 1959.—Ordered to be printed 





Mr. Hitt, from the Committee on Appropriations, submitted the 
following 







REPORT 


[To accompany H.R. 6769] 









The Committee on Appropriations, to whom was referred the bill 
(H.R. 6769) making appropriations for the Department of Labor, 
and Health, Education, and Welfare, and related agencies for the 
fiscal year ending June 30, 1960, and for other purposes, reports the 
same to the Senate with various amendments and present herewith 
information relative to the changes made: 







Amount of bill passed by House__.......---.----- $3, 849, 921, 181 







Amount added by Senate (net)....--------.----- 206, 825, 400 





Total of bill as reported to Senate.__.___._- 4, 056, 746, 581 







Amount of appropriations, 1959____...._..--.---- 3, 788, 042, 481 





Amount of the regular estimates, 1960_._.....----- 3, 691, 685, 581 


The bill as reported to the Senate: 







Over the appropriations for 1959_.._.....-.-- 268, 704, 100 








Over the estimates for 1960_.......-.---.--. 365, 061, 000 
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DEPARTMENT OF LABOR 


OFFICE OF THE SECRETARY 


1959 appropriations $1, 596, 800 
1960 budget estimate 1, 621, 000 
House allowance } 


The committee recommends the amount approved by the House, a 
reduction of $10,000 from the estimate, and $14,200 over the 1959 
appropriation. 

he committee has disallowed that amount, $10,000, sought for 
reimbursement to the Civil Service Commission to cover the Depart- 
ment’s share of the cost of the Career Executive Board. This allow- 
ance provides the funds required for certain mandatory costs and 
$2,000 to defray expenses of entertaining foreign visitors. 


OFFICE OF THE SOLICITOR 


1959 appropriation $2, 632, 400 
1960 budget estimate 2, 695, 000 
House allowance 

Committee recommendation 


The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, an increase of $62,600 over the 
1959 appropriation. 

The increase will provide the funds required for mandatory in- 
creased costs, $9,000, and the funds required for expansion of inter- 

retation and legal advisory services to cover the Welfare and Pension 
lan Disclosure Act, enacted last year, and the amendments to the 


Longshoremen’s and Harbor Workers’ Compensation Act. 


BurREAvU OF LABOR STANDARDS 


1959 appropriation 

1960 budget estimate 
House allowance 
Committee recommendation 


The committee recommends approval of the House allowance, a 
reduction of $192,000 from the budget estimate, but $759,200 more 
than appropriated for fiscal year 1959. 

This allowance will provide the funds required to meet the manda- 
tory increased costs—$1,600 for increased postal rates, $417,000 for 
annualization of positions granted for just a portion of the year under 
amendments to the Longshoremen’s and Harbor Workers’ Compensa- 
tion Act, $298,000 for annualization of positions granted for a portion 
of the year under the Welfare and Pension Plans Disclosure Act, and 
$3,400 for the extra day of pay; and $35,000 for program increase 
items—$9,000 for the President’s Committee for the Physically Handi- 
capped, and $26,000 for registration of labor union data as a result of 
the revision of the reporting form. 

The committee has included language to permit the Bureau to use 
funds for the payment of rents in the District of Columbia. The 
committee was advised that the General Services Administration, 
whose responsibility it is to furnish office space to the executive 
a and to budget for the purpose, had notified the Department 
of Labor that some 7,500 square feet needed to house the expanded 
activities incident to the amendment of the Longshoremen’s and 
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Harbor Workers’ Compensation Act would not be furnished. It is 
estimated that it will require approximately $30,000 for the annual 
rental of this space. 


BureEAv oF VETERANS’ REEMPLOYMENT RiGuHTs 


1959 appropriation $585, 700 
1960 budget estimate 592, 000 
House allowance 592, 000 
Committee recommendation 592, 000 

The committee recommends approval of the House allowance, the 
full budget estimate, and $6,300 over the 1959 appropriation, to 
enable the Bureau to assist ex-servicemen and reservists in reinstate- 
ment to employment. The reemployment program and the unem- 
ployment compensation program for ex-servicemen provide the only 
readjustment benefits now available to persons who enter the armed 
services after January 31, 1955. 


BurREAU OF APPRENTICESHIP AND TRAINING 


1959 appropriation $4, 008, 700 
Pe aes entiennte c.- 6s) 25 eit a Ren dew leniasden 4, 047, 000 
House allowance 4, 047, 000 
Committee recommendation 4, 047, 000 

The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, to enable the Bureau to discharge 
its responsibility to improve the working conditions of U.S. wage 
earners and advance their opportunities for profitable employment 
through promotion and assistance for training of workers in industry. 


Bureau or EMPLOYMENT SECURITY 


SALARIES AND EXPENSES 

1959 appropriation $7, 120, 700 
1960 budget estimate 7, 262, 000 
House allowance 7, 262, 000 
7, 262, 000 
The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, an increase of $141,300 over the 

1959 appropriation, required to meet mandatory increased costs. 
It is the responsibility of the Bureau of administer the public em- 
ees services, including a Veterans Placement Service and a 
arm Placement Service, the unemployment compensation program 


including the program for benefit pogments to veterans and Federal 


employees, and the Mexican farm labor program. 
hese funds—excluding approximately $266,000 relating to the 
Puerto Rican and Virgin Islands and unemployment compensation 
to veterans and ex-servicemen—under the terms of the Employment 
Security Administrative Financing Act of 1954 are reimbursed to the 
general fund of the Treasury from the earmarked net tax collections 
accruing from Federal unemployment tax of three-tenths of 1 percent. 
It has come to the attention of the committee that the Department 
of Labor has had under consideration the issuance of rules under the 
Wagner-Peyser Act, which would require farmers with respect to 
agricultural employment to submit to regulation by the Department 
over farm housing, transportation, wages and hours, and related 
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matters. The Wagner-Peyser Act authorized the establishment of g 
national system of public employment officers as a means of assistin 
workers to find available job opportunities and employers to fin 
available workers. It conferred no regulatory authority over either 
the workers or employers. The U.S. Employment Service, as its 
name implies, is solely a service agency. Except for the authorit 
contained in title V of the Agricultural Act of 1949, as amende 
which provides for temporary employment of Mexican farmworkers 
in the United States where such employment will not adversely affect 
the wages and working conditions of domestic agricultural workers, 
there has not been delegated to the Department of Labor any au- 
thority to impose regulations concerning hours, wages, compulsory 
bargaining or the like with respect to agricultural employment as 
defined in the act. On the contrary, the Congress has consistently 
exempted agriculture from such controls because of the great difference 
between conditions affecting agriculture and those affecting industry, 
Therefore, in providing funds for the carrying out of the Bureau of 
Employment Security programs, it is directed that such funds not be 
used directly or indirectly to impose with respect to agricultural 
employment regulations relating to wages, hours, bargaining, or other 
ee of employment, except as may be expressly authorized 
y law. 


GRANTS TO STATES FOR UNEMPLOYMENT COMPENSATION AND EMPLOYMENT 
SERVICE ADMINISTRATION 


IGod anrmroprinvion: . =o oF) ade e els Mca en $325, 600, 000 
BOO Gist ostinato eb ew daeeekne~ sé Ob ~ teens eee 328, 684, 000 
De eee .s i. ck esis heared: ction nanan annmnsn 315, 819, 000 
CIEL he TORRURIIREEIOU. . cow nucuae cadences deme anaes ae 315, 819, 000 


The committee recommends approval of the House allowance, a 
reduction of $12,865,000 under the budget estimate, and $9,781,000 
under the 1959 appropriation. 

The Department had appealed for the restoration of $8.5 million 
of the House reduction, alleging that the improvement in economic 
conditions will place an additional workload on the employment 
service program in placement work, anticipating 750,000 more place- 
ments than the number estimated in the budget at a cost of $5.5 
million; and that with a lower volume of unemployment the unit cost 
of processing claims will be higher than anticipated in the budget 
resulting in an additional cost of $3 million. 

The committee was unable to accept either argument. The appro- 

riation for the current year provided $301,400,000 for a base work- 
oad of 2.2 million insured unemployed, predicated on the 1958 
experience when the average insured unemployed was 2.2 million, in 
the handling of which the committee was advised that $295 million 
had been expended, and that mandatory increases for a like workload 
in 1959 amounted to $6,400,000. In addition to this base amount 4 
contingency of $24,200,000 was made available, and the committee 
was advised that the total allowance would service a workload of 
2.7 million insured unemployment. 

It is now known that the 1958 expenditures were some $5 million 
less than the committee was advised at the conclusion of that fiscal 
year; that the actual workload to date in the current year is approxi- 
mately 2,040,000, with the last week for which data is available, 
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June 6, having a load of 1,367,700, one-half of the figure for the 
like week in 1958. The Department’s latest advice to the committee 
is that $312 million will be expended for the workload in 1959— 
2,040,000—an increase of some $20 million over the 1958 experience 
when a workload of 2.2 million was handled. 

The net tax collections derived from the Federal Unemployment 
Tax Act, which imposes a Federal tax of three-tenths of 1 percent on 
payrolls, are earmarked under the terms of the Employment Security 
Administrative Financing Act of 1954 for the administrative expenses 
of the employment security program and the act provides that the 
Treasury shall be reimbursed for funds advanced under the appropria- 
tion act for such administrative expenses. The excess of collections 
over administrative expenses is credited to the unemployment trust 
account from which it is distributed to the Federal unemployment 
account for loans to States or to the States if the Federal. account 
has a balance of $200 million. Should the expenses exceed the col- 
lections the difference is a charge against the general fund of the 
Treasury, which circumstance has not occurred as yet. 
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UNEMPLOYMENT COMPENSATION FOR VETERANS 


EMPLOYEES 


AND FEDERAL 





SIU TIGAION. won ccccensnscennceunes=niennenesnel $160, 800, 000 






Cee ee oe micas Mee ae ee eee ae 135, 000, 000 
Wee wer Wanner at 125, 000, 000 
Committee recommendation -...-......-----2- ee ee 125, 000, 000 





The committee recommends approval of the House allowance, a 
reduction of $10 million under the budget estimate, and $35,800,000 
under the 1959 appropriation. 

The Department did not appeal for restoration of any part of the 
House cut because “‘it is difficult to forecast at this time how much 
improvement there will be in the unemployment situation and what 
the effect will be on these programs.”’ 

Under this appropriation benefits are paid to unemployed Federal 
workers, to veterans who entered the Armed Forces prior to January 
31, 1955 and to ex-servicemen who entered the Armed Forces after 
January 31, 1955 (and those with earlier service whose latest separa- 
tion from active duty occurs after October 27, 1958). 















MEXICAN FARM LABOR PROGRAM COMPLIANCE ACTIVITIES 










ORIN lnc bivvin tceiy raph atid Uhl head ot oak aah laadek bak aioe 
1960 budget estimate________-_ on Siukapcy ehipassiimiatanies aakett teats oe 873, 000 
House allowance 











The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, an increase of $355,300 over the 
1959 appropriation. 

Of this increase $350,000 is a comparative transfer out of “Salaries 
and expenses, Mexican farm labor program,” arising because the 
Department had not identified all of its compliance work in the 1959 
budget, and the Congress made provision for only compliance work 
80 identified in the budget justifications for the current year. 
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MEXICAN FARM LABOR PROGRAM, SALARIES AND EXPENSES 


1959 appropriation $1, 673, 500 
1960 budget estimate 1, 336, 700 
House allowance 1, 336, 700 
Committee recommendation 1, 336, 700 

The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, a reduction of $336,800 from the 
1959 appropriation. 

Activities costing $350,000 have been transferred out of this account 
into that for compliance activities, explained in the item next above, 

The funds for this account are derived by transfer from the farm 
labor supply revolving fund, maintained by charges to farmers 
recruiting Mexican nationals under the agreement. The fee at present 
is $12 for contracting a worker and $6 for recontracting a worker, 


BurReEAU OF EMPLOYEES’ COMPENSATION 


SALARIES AND EXPENSES 


1959 appropriation $3, 054, 700 
1960 budget estimate 3, 080, 000 
i a iia ot baad a ed laine ee 3, 080, 000 
Committee recommendation 3, 080, 000 


The committee recommends approval of the full budget estimate 
allowed in its entirety by the House, together with a transfer of 
$51,700 from the longshoremen’s trust fund, an increase of $25,910 
over the 1959 appropriation. 

The Bureau’s program covers the administration of compensation 
claims under the Federal Employees’ Compensation Act for injuries 
and deaths of civil employees of the United States, reservists of the 
armed services for casualties occurring prior to January 1, 1957, and 
others covered by provisions of the law. 


EMPLOYEES’ COMPENSATION CLAIMS AND EXPENSES 
(Annual indefinite) 


Provision is made in this item for an annual indefinite appropriation 
of such amount as may be required during fiscal year 1960 for the 
payment of statutory benefits to Federal employees injured in the 
course of employment. 

It is estimated that there will be disbursed during fiscal year 1960 
a total of $62 million for benefits—$43,185,000 for Federal civilian 
employees; $17 million for reservists of the Armed Forces; $78,000 for 
members of the Civil Air Patrol; $590,000 for employees on Federal 
relief works projects, WPA, CCC, and CWA; and $1,151,000 for 
miscellaneous categories. 


Bureau or LABorR STATISTICS 


SALARIES AND EXPENSES 


DO Cis bent biis ces cabbie dei re euOdcvecree dee ce $7, 989, 800 
1960 budget estimate 9, 465, 000 
House allowance 

Committee recommendation 
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The committee recommends an increase of $100,000 over the House 
allowance, $54,500 over the budget estimate, and $1,529,700 over the 
1959 appropriation. 

The increase recommended is for the establishment of consumer 
price indexes for the State of Alaska where there has been no compre- 
hensive consumer price study in any city since 1945. The budget 
estimate contemplated an increase of $21,000 to include Alaska in the 
cooperative employment statistics program and in the wage and 
industrial relations program, but nothing with respect to the establish- 
ment of consumer price indexes. 

The total increase contemplates $321,000 for mandatory items in- 
eluding $230,000 for the new standard industrial classification system; 
$728,000 net transfer between the Departments of Labor and Com- 
merce with the former handling data on monthly labor force and the 
latter the construction statistics; $200,000 for the improvement of the 
consumer price index; $150,000 to conduct statistical studies of labor 
requirements in the construction industry; and the $121,000 for the 
programs in Alaska. 


REVISION OF THE CONSUMER PRICE INDEX 


Seeu puacwet estimate. ooo LID. ACLU. Le $230, 000 
Houpe allowance............2dlic Ue. BEG Di bee dies 230, 000 
Goutenitien nechbmembndatiots . ad ~ snc blewen ends ated4stdebandenn 230, 000 


The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, to begin a 5-year program for an 
overall revision of the Consumer Price Index, estimated to cost approx- 
imately $4,600,000. 

This program proposes a new survey of consumer expenditures in 
about 70 cities and expanded collection and analysis of retail prices 
over a period of several years. The latter includes examination of 
price movements of new products which have entered the market since 
1950, changes in marketing practices, and price relationships among 
consumer goods and services. 


WOMEN’S BUREAU 


Dean Sopeanrietion.._................--- cba dbbawed clause LL $503, 800 
eae wees GPGmestes os ik SLL, Seed. oul ik soe ab esues 509, 000 
eee eNO oars Gly glace lid 2d) ee Be 509, 000 
Cossmittes reanrhimendation .. 6 jo iid sods nik ei kde aheneeeh ohmawod 509, 000 


The committee recommends approval of the sum sought, $509,000, 
and allowed by the House, an increase of $5,200 over the 1959 appro- 
priation required to meet mandatory increases. 


WAGE AND HOUR DIVISION 


RS nn ccs cd ccaeaee eas aun aaa $11, 371, 100 
Peee Went ehe on isis kal Aside ekee wantin Sk 11, 489, 000 
De mene: |: oc os ail See ee see eee 11, 489, 000 
Camdites recommendation < «06 i ccna wisoninkedivblenn Edweetain 11, 489, 000 


The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, an increase of $117,900 over the 
1959 appropriation required to meet certain mandatory increased costs. 

The funds provided will enable the Division to administer the Fair 
Labor Standards Act of 1938, as amended, establishing, subject to 
specified exemptions, minimum wage, overtime, and child labor stand- 


59003°—59__S. Rept., 86-1, vol. 3-72 
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ards for employees engaged in or producing goods for interstate com- 
merce, and the Walsh-Healey Public Contracts Act requiring Federal 
supply contracts in amounts exceeding $10,000 to contain stipulations 
in respect to payment of minimum wages and overtime, nonemploy- 
ment of child and convict labor, and observance of certain safety and 
health standards. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


AMERICAN Priniina House ror tar BLIND 


RN isis, ipa ds cde chbabnednbdnednnandhand=dem $400, 000 
1960 budget estimate 400, 000 
House allowance 400, 000 
Committee recommendation 400, 000 


The committee approves the House allowance of the full amount 
of the budget estimate, the maximum authorized under the enabling 
statute. 

It is estimated that the total blind student enrollment in the special 
schools and classes for the blind and in the regular public school 
classes throughout the country in 1960 will total 13,492. The recom- 
mended allowance, together with the $10,000 permanent annual ap- 
propriation, will provide a per capita allowance of $30.39 for 1960, 
compared with $34.10 for 1959. 

Despite the fact that the enrollment has practically doubled since 
1957 the Department has not submitted legislative proposals to in- 
crease the authorization to a level sufficient to maintain an adequate 
per capita allowance for the Nation’s blind students. ‘Testimony 
offered the committee revealed that $50,000 more than that author- 
ized would be required to maintain the 1959 per capita allowance in 
1960. 

Foop anp Drug ApMINISTRATION 
1959 appropriation $10, 917, 000 
1960 budget estimate 11, 800, 000 
House allowance 13, 800, 000 


13, 800, 000 


The committee recommends the House allowance, which is $2 mil- 
lion above the budget estimate. 

The increase over the budget estimate will enable the Food and 
Drug Administration to fully staff the Atlanta district office, the new 
Detroit and Dallas offices, and bring the expansion of the total staff 
up to the scheduled growth recommended by the Citizens Advisory 
Committee, and replace some of the more obsolete equipment. It will 
also enable the Administration to initiate certain research projects in 
such fields as pesticide residues, carcinogens in container waxes, and 
the toxic properties in fatty acids. 


CERTIFICATION, INSPECTION, AND OTHER SERVICES 


(ANNUAL INDEFINITE) 


The Federal Food, Drug, and Cosmetic Act, as amended, provides 
that such fees as are necessary shall be charged for the certification 
of certain antibiotics, coal-tar colors, and insulin; establishment of 
tolerances for pesticide residues and inspection of seafood packing 
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plants. The latter, however, are not currently availing themselves of 
the services, it being their option. 

Regulations published in the Federal Register require that parties 
who avail themselves of the services make advance deposits to insure 
payment for services rendered, Provision is made for refunds where 
no services are rendered, or are below those originally contemplated. 


FREEDMEN’s HospiTaL 


ar appropriation. ... 14 50.4 -saqu ceaiwe eed. ih ns $3, 105, 000 
IN UNE se sacar ea tniskn nites dilate iniiaiiiatanel die elciniwctgsi Maca 3, 190, 000 
NN EF EELS ILENE LLD DLA LE SANNA RELA eg 3, 190, 000 
PEEROS TOCOMIMOENUAION |. ecco reece nt ee ees 3, 190, 000 


The committee approves the House allowance, the full amount of 
the budget estimate. While the amount of appropriated funds is 
$85,000 above that for 1959, the operating budget is estimated at 
$150,000 over 1959, the difference representing anticipated receipts 
from reimbursements from other sources. The increased operating 
budget for 1960 should provide for mandatory increases, plus im- 
proved nursing services, expanded coverage in the X-ray department, 
and improved collection procedures. Funds are also provided for a 
minimum of repair to buildings and for new and replacement equip- 
ment. 

GALLAUDET COLLEGE 


eee eppropramting. 2.05016. cle UL ae Sa aa $849, 000 
nnn QUI OG si 6s os bic ob eid nd bo hrcuhcinis cei a ed is eel a 892, 000 
IO WNNOR § 55 id oad os eos SAREE SoS aSTT RSE SRRERS tae eee 904, 000 
iumanittee recommendation... .<<sesssccccescsceese oc eet 904, 000 


The committee approves the House allowance, which is $12,000 
above the budget estimate. 

The increase recommended will enable the college to maintain the 
food allowance budget at the same day rate as that for 1959, an aver- 
age rate of 78 cents per student day, plus funds for increased dormi- 
tory and other household supplies for an anticipated increase in enroll- 
ment of 41 students. 

CONSTRUCTION 


7eee eeypropriation. ... . .- cd ecu eabi see sor ns tudes ois $123, 000 
Ree RS OSCIIMALO.. «0 & Wedce dee bka celine echicseaewsiialunbibeen 150, 000 
I ee 300, 000 


The committee recommends an increase of $25,000 over the House 
allowance and $175,000 over the budget estimate. 

The increase over the House allowance will provide for a partial 
restoration of $55,000 initially provided for the cafeteria and service 
building, but required for completion of the men’s dormitory. 

The committee concurs in the House allowance of $150,000 over 
the budget estimate for athletic fields. The fourth and final stage of 
the construction program, initiated in 1953, contemplated the con- 
struction of athletic fields and stands. The budget estimate for the 
past 2 years, however, has not provided for this final stage of construc- 
tion. The committee does not feel that further delay is warranted, 


particularly for so necessary an adjunct to physical education as 
athletic fields. 
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Howarp UNIVERSITY 


SALARIES AND EXPENSES 


ST gd teen Seen oth $4, 350, 300 
a te i ence mae buaaaane 4, 617, 000 
nae CReee 2. 2526 a a RI Sa 4, 617, 000 
Casmmbitane penemmondation 6.0265 3 eae ) i cia  SeWaled-e cee 4, 617, 000 


The committee recommends the House allowance of the full budget 
estimate. The increase recommended will provide for requested 
expansion in the teaching and laboratory staffs, as well as certain 
fringe benefits for employees such as life insurance. Funds for the 
purchase of library books, $15,000, and emergency repairs and renova- 
tions to the physical plant, $53,704, are also included. 


PLANS AND SPECIFICATIONS 


Soar RIOR NG e pe ae A are od eens cameeecucmeeeace $123, 000 
ROO Rene eeianee ik oe ELS PS See eel 21, 000 
SI TENNGs 6555) sl b . .. eabdis ee wh ee SGd se dd eee ess euke 21, 000 
CAIRIULOG BOCOTIDO RIGOR oto. 5 iRnlnsd empha Sebenrel wasabi de 21, 000 


The committee approves the House allowance of the budget esti- 
mate for a survey of the steam and electrical production and distri- 
bution system of the university plant to determine its adequacy to 
meet the expanding building program. 


CONSTRUCTION OF AUDITORIUM-FINE ARTS BUILDING 


a on sn ast came as nc he inte ie actalte ees eel a ko OO $163, 000 
ns MP AE oso iat oie a ok as ors am agree me bn ste ore-erer nanan 860, 000 
PEM MENUENRENOR Lovaas Sin ee | Et oi abatiatedeoteme’d 860, 000 
omni tees reccnsmencationi G6) 6a) ho ak SACU A a SL 860, 000 


The committee approves the House allowance to liquidate contract 
authority granted in the appropriation act for 1949. It is estimated 
that this will be the final appropriation necessary to liquidate all 
obligations against this project, $535,000 of contract authority being 
unobligated. 

OrriceE or EpucaTIoNn 


VOCATIONAL EDUCATION 


Se COON. unk ond apebintsupeisscenectasaasarersueicus $32, 618, 581 


Sey GUIORIO. es enne nk denne apnenennaceedscaneacuntn 32, 602, 081 
EN << cant beubanwene es senkaasesnseeduciseeeehod 33, 702, 081 
Cane t Ge ORR OTE CR Oe nes ewuaioe 33, 702, 081 


The committee approves the House allowance of $1,100,000 over 
the budget estimate to bring the allowance for the practical nurse 
program to the same level as 1959, $4,000,000. 

In its report on the 1959 bill the committee urged the Depart- 
ment to amend its regulations with respect to the practical nurse 
program “‘so that each State will be able to use, and use effectively, 
its allotted funds for practical nurse training as was contemplated 
by the Congress in the enactment of the enabling legislation.’’ This 
the Department has not done. The committee therefore recommends 
language which will enable each State to participate in the program. 


FURTHER ENDOWMENT OF COLLEGES OF AGRICULTURE AND THE 
MECHANIC ARTS 


I ag ed iaddbiitiuSdls <udbpecddalinadin dililund $2, 501, 500 
I eee emai 2, 501, 500 
I i a ieee manaanacee 2, 501, 500 


Ter SUONIMRONOGAION £5 cc acted dcendnnenens<denadsedeus 2. 501, 500 
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The committee recommends the full amount of the budget estimate. 

The amount recommended is the full amount of the authorization 
under the Bankhead-Jones Act for grants to land-grant colleges and 
universities in the several States, Hawaii, and Alaska. The enabling 
act provides that each State and Territory shall receive annually 
$20,000 plus a proportionate share of the remaining $1,501,500, 
allotted on a population basis. 


GRANTS FOR LIBRARY SERVICES 


1959 appropriation 
1960 budget estimate 
House allowance 


The committee recommends the full amount of the authorization, 
which is $1,500,000 over the House allowance and $2,350,000 over the 
budget estimate. The committee heard testimony from the American 
Library Association to the effect that if the full amount authorized 
is not appropriated for 1960, some States will not be able to initiate 
new projects; some communities which have already taken action to 
assure matching funds for 1960 will not be able to proceed with plans; 
others which have begun projects will have to curtail them. 

At present 50 States and Territories are participating in the pro- 
gram and 2—Delaware and Wyoming— of the 3 not now participating 
are expected to initiate programs in fiscal year 1960. A recent survey 
of their matching ability in 1960 revealed that 44 would be able to 
match the full authorization in 1960, and that the others might possibly 
be able to do so. 


PAYMENTS TO SCHOOL DISTRICTS 


$150, 000, 000 

142, 300, 000 

163, 957, 000 

163, 957, 000 

The committee recommends the House allowance of $163.957,000, 

the amount estimated to be necessarv to meet 100 percent of the 

entitlements under the act, and $21,657,000 over the budget estimate, 

which estimate was designed to pay only 85 percent of entitlements. 

Sufficient funds were made available in the Second Supplemental 

Appropriation Act, 1959, to meet all entitlements for 1959, as has 
been the practice of the Congress since the enactment of the act. 


ASSISTANCE FOR SCHOOL CONS1RUCTION 


1959 appropriation $75, 400, 000 
I I ih ciel il ti litt lala diall 38, 500, 000 
House allowance 61, 135, 000 

61, 135, 000 
_ The committee concurs in the House action, and recommends an 
Increase of $22,635,000 over the budget estimate. The amount 
recommended is estimated to pay all entitlements anticipated in 1960. 
As in the case of the program under Public Law 874, as amended, the 
Second Sionlemental Aporoneadih Act, 1959, made sufficient funds 


available, without a budget estimate, to meet all entitlements for 1959. 
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DEFENSE EDUCATIONAL ACTIVITIES 


1959 appropriation $115, 300, 000 
1960 budget estimate 150, 000, 000 
House allowance 150, 000, 000 
Amendment requested 150, 000, 000 


The committee approves the House allowance of the full budget 
estimate. 

The following table shows by title and purpose of the enabling act, 
the distribution of the 1959 appropriation, the authorization for 1960, 
and the committee’s recommendation: 


Budget esti- 

mate and 

Defense educationa! activities 1959 appro- | 1960 authori- | committee 
priation zation recommenda- 


Title Il: Student loan funds__.............--.--.....----.-.---| $31,000,000 | $75. 000,000 | ' $31, 000, 000 

Title III: Science, mathematics, and and foreign language in- 
struction: 

(a) Acquisition of equipment and minor remodeling "6, 000, 000 70, 000,000 | 60, 000, 000 

(1) Grants to States bd ich wea (49, 280, 000)} (61, 600, 000) (52, 800, 000) 

(2) Loans to nonprofit private schcols__. (6, 720, 000) (8, 400, 000) (7, 200, 000) 

(6) Grants to States for supervision and administration. -- 1, 350, 000 5, 000, 000 4, 000, 000 

Title IV: National defense fellowships. 5, 300.000 | 2 13, 450, 000 13. 450, 000 

Title V: Guidance, counseling, and testing: 

(a) Grants to States__..._-- r 7, 400, 000 15, 000, 000 15, 000, 000 

(6) Institutes for counseling personnel . 3, 000, 000 7, 250. 000 5, 000, 000 
Title VI: Advanced training in foreign areas and languages: 

(a) Training centers and research . 3, 500, 000 7, 050, 000 

(1) ‘Training centers. ............. onaintenihe ateiteenert (1, 000, 000) pt (3, 050, 000) 

(2) Research... (2, 500, 000) Ki (4, 000, 000) 

1, 500, 000 7, 250, 000 3, 000, 000 

1, £00, 000 5, 000, 000 3, 000, 000 

3, 750. 000 15, 000, 000 7, 000, 000 

1, 000, 000 31, 500, 000 1, 500, 000 


WOR cncesttcnnsysendidsesdimeeereinevens 115, 300, 000 222, 450,000 | 150, 000,000 


1 Includes estimated $1,000,000 for Federal loans to educational institutions for non-Federal share of loan 
fands ($25,000,000 authorized as necessary). 

2 Estimated requirements to finance 1,500 authorized new fellowships in 1960 and 1,000 2d-year fellowships, 

3 Estimated requirements; indefinite amount authorized but no State may receive in excess of $50,000 for 
any 1 fisca] year 


Student loans.—From State allotments based on full-time enroll- 
ments in institutions of higher education applications have been 
approved for about 1,200 colleges and universities to provide low- 
interest loans to students to enable them to continue their higher 
education. 

Strengthening science, mathematics, and foreign language instruction.— 
On a matching basis grants are provided to States for the acquisition 
of equipment and minor remodeling of laboratory and other space 
used for such equipment in public elementary and secondary schools 
in science, mathematics, and modern foreign languages; and for ex- 

ansion or improvement of supervisory or related services at the State 
lord Twelve percent of the total appropriation is reserved for loans 
to nonprofit private schools based on States’ enrollments in such 
schools. 

Graduate fellowships.—Fifty-five hundred 3-year fellowships are 
authorized for study in new or expanded graduate programs in insti- 
tutions of higher education. Fellows selected bv the institutions re 
ceive stipends on a graduated basis, including $400 for each dependent. 

Guidance, counseling, and testing—Matching grants are made to 
help States establish and maintain programs of testing, guidance, and 
counseling in public secondary schools. In States not authorized 
by law to conduct a testing program for students in nonpublic schools 








Is 
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special arrangements are to be made for this purpose. Counselin 
and guidance institutes are provided to increase the supply an 
competence of guidance personnel. Personnel from public schools 
are eligible for stipends. 

Foreign language development.—Funds are available to institutions 
of higher education to provide for institutes to improve the skills and 
effectiveness of elementary and secondary schoolteachers of modern 
foreign languages; to conduct research and develop materials related 
to instruction in modern foreign languages; and to establish centers for 
training in foreign languages rarely taught in this country. 

New educational media.—Funds provide for research and experi- 
mentation in more effective utilization of: television, radio, motion 
pictures, and related media for educational purposes; and for dissemi- 
nation of information on these media. 

Area vocational programs. Grants are made to the States on a 
matching basis for area vocational education programs to provide for 
highly skilled technicians in fields necessary for the national defense. 

Statistical services —Each State can receive up to $50,000 per year 
on a matching basis to improve its methods and techniques for collect- 
ing, processing, and disseminating State and local educational statistics. 

In adopting a limitation on the use of funds for purchasing various 
scientific, mathematical, and foreign language teaching aids and 
equipment from Communist countries, the committee is providing a 
means for effective and immediate action in a situation which Ris 
serious economic and propaganda implications. 

The committee favors a broad study and investigation of the Com- 
munist economic offensive from the standpoint of the effect on vital 
industries as well as an instrument of propaganda not only in 
this country but in the free countries of the world where we are ex- 
tending aid to accomplish economic stability. This does not preclude, 
however, the desirability of the definitive action the committee has 
taken as a temporary stop-gap measure to preserve the status quo 
while a study is being undertaken. It is hoped that such a study 
will be undertaken as soon as possible by the appropriate legislative 
committees of this whole problem, including a review of the adequacy 
of our antidumping laws and such counteractive measures as may be 
necessary to protect our economy. 


























EXPANSION OF TEACHING IN EDUCATION OF THE MENTALLY RETARDED 

















UTI, -s aS cm aie wares tg re 8s cs mln arian es aoe a ms ct None 


i ALLL LED A NEA TE AS ETE $1, 000, 000 
a ae aa eerie Se 1, 000, 000 
Committee recommendation. ____.........._------- ie eee 1, 000, 000 


The committee approves the House allowance, the full amount of 
the budget and the total authorized under the enabling act. 

This is the first year of a 10-year grant program authorized by the 
last session of Congress to enable the Commissioner of Education to 
assist public or other nonprofit institutions and State educational 
agencies in training professional personnel to conduct training of 
teachers in fields related to education of mentally retarded children. 

The committee has included language to clarify the intent of section 
2 of the act, making grants to State educational agencies, to enable 
the State agencies to expend these funds to pay the costs of such train- 
ing in addition to establishing and maintaining fellowships and trainee- 
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ships. Such authority is expressly stated with respect to the grants 
to institutions under section 1 of the act. 


SALARIES AND EXPENSES 


PD CIR 66 ce ene aed dnaceneibede eeennnenne $9, 627, 500 
ee enemas ende amen al 12, 800, 000 
ee NUN fs lee Oe See ee eee te wdc acca caetmeseccseuse 12, 800, 000 
Committee recommendation. - soo. .s555- 2. ee ce 12, 800, 000 


The committee concurs in the House allowance of the full budget 
estimate. 

The increase of $3,172,500 over the appropriation for 1959 will 
provide for full annualization of positions created in 1959 for the 
administration of the National Defense Education Act, and for those 
programs newly authorized in 1960. Three new programs were 
authorized by the 85th Congress; Public Law 85-926, expansion of 
teaching in education of the mentally retarded; Public Law 85-905, 
captioned films for the deaf; and Public Law 85-875, which makes the 
Commissioner of Education responsible for encouraging, fostering, and 
assisting in the establishment of science clubs. 


Orrice oF VOCATIONAL REHABILITATION 


GRANTS TO STATES 


1060 Bimenrehee ss iis ees oss ee atises seh eee eL -uieeL $51, 600, 000 
I I i 51, 900, 000 
Re IND iii <> cc ncehat ec tian dersil cana cas tikermatetacha aia ta ote Gsare-oi 51, 900, 000 
Comition sepommoenuntenes 8s eer ee SSB oe 51, 900, 000 


The committee approves the House allowance, the full amount of 
the budget estimate. 

While the amount recommended is $300,000 over the appropriation 
for 1959, the comparable increase is $4,900,000, inasmuch as research 
and demonstration projects in the amount of $4,600,000 formerly 
appropriated for under this account are provided for in 1960 under 
“Research and training.” 

The committee approves raising the allotment base from $56 mil- 
lion in 1959 to $59,500,000 in 1960 as requested in the budget esti- 
mate, and approved by the House, to enable the States with matching 
ability to take greater advantage of available funds. 


RESEARCH AND TRAINING 


Tee SONNEI Cala cauauGcawudcs ecdde lu cculacuasuoudwste $4, 800, 000 
een (NI IRD oh rt ee eos) oe ts Oe te ee bo 12, 500, 000 
i I at 12, 500, 000 
ee Se Ne mm ae 12, 700, 000 


The committee recommends an increase of $200,000 over the House 
allowance and the budget estimate. 

As indicated under the preceding account, the amount recom- 
mended includes $4,600,000 formerly financed under “Grants to 
States” for research and demonstration projects. The transfer be- 
tween accounts, therefore, makes the comparable amount for 1959, 
$9,400,000. The increase for 1960 is $3,300,000 over this comparable 
amount. 

The committee has added $200,000 to permit a grant as provided 
in section 4(a)(1) to pay part of the cost of the establishment of 
special facilities and services which hold promise of making a sub- 
stantial contribution to the solution of vocational rehabilitation prob- 
lems common to all or several States. 


LABOR-HEALTH, EDUCATION, WELFARE APPROPRIATIONS 15 


This will provide transitional support to the project at Hot Springs, 
Ark., for a period of from 3 to 5 years, subject to approval of the 
application by the advisory council as provided in the act. 


SALARIES AND EXPENSES 
$1, 515, 000 
1, 738, 000 
1, 738, 000 
1, 738, 000 
The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, an increase of $223,000 over the 
1959 appropriation. 
Pusiic Heatran SERVICE 


PREAMBLE 


Testimony given the committee revealed that the limitation of 
$15,000 per annum placed on the compensation rate of consultants 
and scientists appointed for limited periods of time several years ago 
is somewhat below the point to which the salaries of similar permanent 
professional employees have advanced, and that this limitation is 
endangering the ability of the Public Health Service to recruit and 
retain eminently qualified individuals. The committee recommends 
that this limitation be raised to $19,000 per annum. 


ASSISTANCE TO STATES, GENERAL 
$23, 639, 000 
22, 497, 000 
House allowance 22, 497, 000 
Committee recommendation 22, 497, 000 


The committee recommends the budget estimate, which is 
$1,142,000 below the appropriation for 1959. No estimate was 
included in this item for public health training, inasmuch as the 
authorization for this purpose expires June 30, 1959. In 1959 $2 
million was appropriated for this purpose. Legislation has been 
introduced to extend the authorization for a 5-year period. Sheuld 
this legislation be enacted it is assumed that the Department will 
submit a supplemental estimate for 1960. 


CONTROL OF VENEREAL DISEASES 
1959 appropriation 
1960 budget estimate 4, 673, 000 
House allowance ___-- 5, 400, 000 


The committee approves the House allowance, an increase of 
$727,000 over the budget estimate, and the same amount as appro- 
priated for 1959. 

Testimony developed by the committee revealed that the incidence 
of syphilis showed an increase of 15 percent for the 6-month period, 
July 1 to December 31, 1958, over the same period in 1957, while 
the incidence of gonorrhea increased 11 percent during this period. 
It is estimated that there are more than 1 million undiscovered 
syphilitic cases in the population which, if undiscovered and not 
treated in time, will result in 143,000 cases of late disabling syphilis, 
including 44,000 cases of syphilitic psychoses which will result even- 
tually in a cost of more than $572 million for care in mental institutions. 
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CONTROL OF TUBERCULOSIS 
1959 appropriation 
1960 budget estimate 
House allowance 
Committee recommendation 6, 92 000 

The committee recommends an increase of $1,500,000 over the 
House allowance, and the budget estimate. This increase will make 
$4,500,000 available for grants to States for tuberculosis control 
work, the same as allowed for 1958, and $500,000 above that allowed 
for 1959. 

Testimony given the committee revealed that serious reductions 
would occur in public health nursing services, laboratory, and clinic 
services, and cause a reduction up to one-half of the operating case 
finding units in the States. The committee does not believe that 
these reductions should be allowed to occur when testimony reveals 
that there has been no appreciable drop in the incidence of this dread 
disease, even though the death rate is slowly declining. 


COMMUNICABLE DISEASE ACTIVITIES 


$6, 890, 000 

8, 015, 000 

Hoss e allow ance 8, 015, 000 
Committee recommendation 8, 015, 000 

The committee approves the House allowance of the budget 
estimate, an increase of $1,125,000 over the appropriation for 1959. 

The increase over 1959 will permit the Communicable Disease 
Center to intensify its efforts in the development of the fluorescent 
antibody technique, studies in the control of staphylococcal infections, 
and to finance the moving of the offices to the new building in Atlanta, 
Ga., scheduled for completion early next fiscal year. 

The fluorescent antibody technique has been developed to the point 
where it is about ready for tests on some 50 disease organisms. The 
committee last year added $500,000 to the estimate to initiate a 
broader study of staphylococcal infections. As a result the CDC 
established a national laboratory to produce and distribute staphylo- 
coccus diagnostic materials to laboratories; to furnish laboratory and 
epidemic aid to them; to develop printed and film materials for use in 
control programs; and to assist in the establishment of control pro- 
grams in the States. The increase provided for 1960 will augment this 
program by furnishing more needed epidemic and laboratory aid to 
hospitals and health departments, and training health department and 
hospital personnel on how to control outbreaks, 


SANITARY ENGINEERING ACTIVITIES 


256, 000 

, 275, 000 

, 590, 000 

, 640, 000 

The committee recommerds an increase of $1,050,000 over the 
House allowance. 

The increase recommcnded, together with the amount included in 

the budget estimate, vill make available approximately the $2.5 

million recommended for radiological health work by the National 
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Advisory Committee on Radiation. Included in the increase is 
$50,000 to enable the Public Health Service to conduct a pilot study 
of radioactivity in rock outcroppings in areas where such rock forma- 
tions exist and which a recent study in New York State indicated 
there was a close correlation between areas where these outcroppings 
exist and the incidence of malformed babies. 













GRANTS FOR WASTE TREATMENT WORKS CONSTRUCTION 





INOUE = 5 3 a<-. ins ot eslescaias thei casas mnatonisioaoen aden each caiapiaeimaKeniaaal 


STEETIEUS GUUNNNINNGh: 22.53. 55s 0 ws mics eslen en sp ahaseiotnioeeeecin iszaecs-aganeemaprenaaaaeinaahl 20, 000, 000 
Titan BU OWRIG Gam os i bo ie nb lik Hd samt Esau veb baddé 45, 000, 000 
Committee recommendation... ..._......---..__- poe La cial 45, 000, 000 


The committee recommends the House allowance, an increase of 
$25 million over the budget estimate, and the same amount as appro- 
priated for 1959. 

Testimony indicated that since the inception of this program, the 
average annual construction of waste treatment works has increased 
100 percent, with the Federal Government financing on the average 
only about 20 percent of the total cost. Thus the program has 
stimulated States and local communities in efforts to alleviate the 
health problems created by municipal pollution of our water resources. 
The Division of Sanitary Engineering now has on hand some 620 


- 


applications requesting $62.7 million in Federal financing. 





GRANTS FOR HOSPITAL CONSTRUCTION 


Rey ENOTNINNON: on. eect aie OU Lee $186, 200, 000 
ME: CUEIITOLS oo sidiics jicii died Mab o's dS de ohh ds dea Nees Lis 101, 200, 000 
UT UN inl I a ace hh Steet eee hee dtioat oc Race 143, 700, 000 
LS ae IS eile et iachatss teller srem ae ia 211, 200, 000 


The committee recommends an increase of $67,500,000 to make 
available the full amount authorized under the Hospital Survey and 
Construction Act, as amended. The increase recommended will 
provide $150 million for part C of the act, the so-called Hill-Burton 
program, and $60 million for part G, providing for the construction 
of nursing homes, diagnostic and treatment centers, rehabilitation 
facilities, and chronic disease hospitals, and $1,200,000 for research in 
hospital use as authorized under section 636 of the Public Health 
Service Act. 

Evidence of the need for construction of additional health facilities 
is readily available. Plans submitted by State agencies administer- 
ing the Hill-Burton program show the need for 1,119,000 additional 
hospital and nursing-home beds. 

The annual population increase alone requires approximately 42,000 
additional hospital and nursing-home beds each year, and approxi- 
mately 22,000 hospital beds become structurally or functionally 
obsolete each year and need replacing. In other words, a total of 
64,000 additional hospital and nursing-home beds are required each 
year to hold the line. 

The appropriation of $210 million for construction purposes will 
provide approximately 30,550 hospital and nursing home beds. This 
is 15,500 more beds than would be produced under the budget esti- 
mate, and over 9,000 more than would be produced under the House 
allowance of $142,500,000. When combined with the 25,400 beds 
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which it is estimated will be produced outside the Hill-Burton pro- 
gram, however, the total of 55,950 beds produced will be 8,050 under 
the number required to take care of the needs brought about by the 
annual population increase and bed obsolescence. 


SALARIES AND EXPENSES, HOSPITAL CONSTRUCTION SERVICES 


$1, 635, 000 
1, 604, 000 
1, 604, 000 
1, 777, 000 

The committee recommends an increase of $173,000 over the budget 
estimate and the House allowance. ‘The budget estimate was predi- 
cated on the estimate of $100 million for the grant program. The 
estimate presented to the Bureau of the Budget by the Department 
contemplated $1,777,000, based on a grant program of $150 million. 
The committee is of the opinion that the division of the Public Health 
Service responsible for the administration of this program can operate 
efficiently under the amount proposed in administering a $210 million 
program. 

HOSPITALS AND MEDICAL CARE 
1959 appropriation $50, 624, 000 
1960 budget estimate 45, 600, 000 
House allowance 45, 600, 000 
Committee recommendation : 43, 633, 000 

The committee recommends that the financing of medical care of 
dependents and retired personnel, which expenses are authorized by 
law and are not subject to administrative control, be converted to an 
annual indefinite appropriation and combined with a similar account, 
“Retired pay of commissioned officers.’”” The committee has conse- 
quently decreased the House allowance by the amount estimated for 
this purpose, $2,167,000, offset in part by $200,000 increase recom- 
mended over the estimate of $1 million for payment to Hawaii for the 
care of persons afflicted with leprosy. 

The Public Health Service bears the entire cost of operating the 
leprosarium at Carville, La., which cares for persons afflicted with this 
disease in the continental United States. The committee recom- 
mends, therefore, that the increase be provided to accord Hawaii equal 
treatment in the care of similar patients in Hawaii, estimated at 
$1,200,000 for 1960. 


FOREIGN QUARANTINE SERVICE 
1959 appropriation___- $4, 348, 000 
1960 budget estimate 4 460, 000 
House allowance 4, 460, 000 
Committee recommendation 4. 685, 800 

The committee recommends an increase of $225,800 over the House 
allowance and budget estimate. 

The recommended increase would permit quarantine coverage on a 
limited basis at nine points of crossing on the Mexican border which 
are now without any quarantine service whatsoever. This includes 
the opening of a new crossing at Cordova Island, El Paso, Tex., where 
it is estimated that 10 positions will be required to render the necessary 
inspection service. It is estimated that more than 2.5 million persons 
enter the United States each year at the nine points which have no 
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benefit of quarantine service inspection. To be effective, a program 
designed to prevent entry of contagious diseases into this country 
should afford at least some protection during the periods of greatest 
entry into the United States at each point of entry. The funds 
recommended represent a step in this direction. 


INDIAN HEALTH ACUIVITIES 

1959 appropriation $42, 327, 000 
1960 budget estimate 43, 500, 000 
House allowance 45, 500, 000 
Committee recommendation 45, 500, 000 

The committee recommends approval of the House allowance, an 
increase of $2 million over the budget estimate and $3,173,000 over 
the 1959 appropriation. 

This recommended increase over the budget estimate will permit the 
Public Health Service to provide additional hospital and health serv- 
ices to the Indian beneficiaries by broadening and intensifying the 
attack on more serious health deficiencies. Of the increase, $1,295,000 
will be expended in the hospitals to provide 189 additional professional 
medical personnel, supporting staff, and related costs. Funds of 
$710,000 would be expended in the field health centers, clinies, and field 
health station activities to provide 96 additional professional medical 
and dental personnel, supporting staff, and related costs. 


CONSTRUCTION OF INDIAN HEALTH FACILITIES 


SO CIAO 6. cas sho ins nit wellnn btao oe mg hh «ote wth ablagatinn lexgniniat $6, 010, 000 
BE PIS SCE EEO nono nnn amne shige oreecsie salah inte aaa etre seca 3. 087, 000 


House allowance__- 4, 587, 000 
Committee recommendation 4, 587, 000 


The committee recommends approval of the House allowance, an 
increase of $1,500,000 over the budget estimate and $1,423,000 under 
the 1959 appropriation. 

The increase here recommended of $1,500,000 would supplement 
funds requested for personnel quarters and would provide an additional 
52 housing units with adequate furnishings for occupancy by the pro- 
fessional health staff in locations woefully short of housing or would 
provide replacements for units now occupied which are unfit for 
occupancy. 

Nationa Institutes oF HEALTH 


In the past decade, and more particularly during the past 4 years, 
there has been steady and rewarding expansion in the availability 
of funds for medical research in the United States. At the same time, 
the Nation has started to invest sizable funds in the training of 
medical and related scientists and in the construction of health 
research facilities. These developments have taken place because 
the people want better health, recognize that research is essential for 
better health, and believe that medical research should therefore be 
vigorously and effectively prosecuted. 

In essence, although it has not been so stated, there has come into 
being a national policy that calls for a sustained and expanded research 
attack against disease. Under that policy, the Federal Government 
has assumed a share of the total responsibility for a strong medical 
research effort, as reflected primarily in increased appropriations for 
the activities of the National Institutes of Health. Abundant health 
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dividends are already evident as a result of the Federal Government’s 
investment in these Public Health Service programs. 

It is fair to say that the committee is mystified by the failure of the 
administration in recent years to recognize both the effectiveness of 
these programs and the degree to which they represent the public 
interest. Year after year the administration has come forward with 
inadequate health research proposals, and year after year the Congress 
has found it necessary to increase the programs to more reasonable 
levels. Each time, the action of the Congress has received broad 
public support. Such support is only one of the bases for appraising 
congressional action. Other measures are demonstrated productivity 
the health status and life span of the people, the strength of medic 
institutions, the confidence of professional workers here and abroad. 
By all these criteria, and more, the intensified medical research effort 
has been clearly worth while. Yet again this year the administration 
chose to ignore the facts and came forward with a budget which failed 
to seize the opportunities and meet the challenges presented ; more than 
this, the administration’s proposal cut back funds for construction, 
failed to provide a more adequate allowance for indirect costs of 
research projects, and ignored the increases in the cost of carrying out 
research programs in 1960 as compared with 1959. 


GENERAL CONSIDERATIONS 


It must be appreciated by all that the congressional action taken in 
connection with these appropriations is the most important decision 
affecting medical research in the Nation and has a profound though 
indirect effect upon the educational process in our schools that train 
our physicians, dentists, and others in the health professions. More- 
over, because of the work supported, the scientists trained, and the 
institutional stability engendered by a consistent pattern of congres- 
sional support, the action of Congress on these appropriations deter- 
mines in no small measure the rate of acquisition of new knowledge 
which will lead to more precise understanding of the nature of the 
many fatal and disabling diseases which afflict our people, thus hasten- 
ing the day when these may be prevented, cured, or ameliorated. 

The committee does not believe that the rate of progress toward 
the conquest of disease is simply proportionate to the dollars available 
for expenditure. Nonetheless, the Congress has expressed the view in 
the past—and the committee recommendation herein transmitted 
emphasizes this point of view—that our Nation deserves and shall 
receive the benefits of research as rapidly as these are obtainable. 

To accomplish this the committee reiterates that progress in medical 
research shall not be deterred by the absence of adequate funds to 
support our scientists of demonstrated competence. 

The committee is well aware that funds in support of medical 
research should not come exclusively from the Federal Government. 
The tradition of private giving to research institutions directly and 
indirectly through our great philanthropic agencies, and the support 
of research by our forward-looking pharmaceutical industry, are noted 
with satisfaction by the committee. There has been a progressive 
year-by-year increase in the funds made available from these sources, 
suggesting that Federal action over the years—whether in direct sup- 
port of research, or in support of training or the construction of 
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research facilities—has stimulated private giving and has certainly 
not substituted for it. 

The committee believes that our Nation cannot afford to do other 
than provide adequately for the support of our trained scientists. To 
pursue any different course of action would be specious economy and 
at the same time a rejection of the great humanitarian principles for 
which our Nation stands. For our people are one of our primary 
national resources. Their health is directly related to the productivity 
of our economy and to the strength and well-being of our country. 
We must not let ourselves interrupt the forward march of the Nation’s 
health by failing to provide the new knowledge on which the forward 
movement depends. 


THE APPROPRIATION REQUEST 


The President’s request for funds covering the appropriations of the 
National Institutes of Health was for $294 million—the precise level 
of the 1959 appropriations for research, training, and certain of the 
Public Health Service’s technical assistance programs. It also re- 
quested, for construction of research facilities, only $20 million of an 
annual authorization of $30 million. 

Testimony before the Congress indicated a high degree of dissatis- 
faction with the proposed budget—such dissatisfaction being shared, 
curiously enough, by the Secretary, the Surgeon General, and the 
Director of the National Institutes of Health. 

These unusual circumstances, and the confusion which resulted, 
warrant a brief summary of the history of the appropriations request 
up until the time of its presentation to the Senate. 

In the summer of 1958, the record shows that the NIH proposed 
to the Public Health Service a budget, exclusive of construction, of 
some $338 million, with overhead on research grants calculated at an 
average of 15 percent. This was accepted as reasonable by the PHS 
and was discussed in a preliminary way by the Department of Health, 
Education, and Welfare with the Bureau of the Budget. It appears 
that after informal negotiation, the Bureau of the Budget suggested a 
sharp reduction in the total. The Department, on advice from the 
National Institutes of Health, countered with a proposal for some 
$314 million to cover only the increase in overhead, an increase in the 
area of research application, and an increase in training in the general 
medical sciences programs—all items that were apparently believed 
to be allowable without serious controversy. The Department also 
sought the full authorization of $30 million for the construction of 
research facilities. And the Department agreed that PHS and NIH 
officials should carry out detailed studies of the 1960 requirements and 
opportunities in the research and training fields, assuming there 
might be an opportunity to submit a budget amendment prior to the 
congressional hearings. 

The President’s budget as finally submitted, contained a total of 
$294 million for the operating appropriations of NIH and $20 million 
for the construction of aaa facilities. The President’s budget 
message stated, however, that a review was being made in the field of 
medical research and training and that the results would be made 
available to Congress. 

From this point on the record is somewhat obscure. A number of 
studies were made by the NIH staff and there was proposed an amend- 
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ment to increase the President’s $294 million budget by $57 million. 
The Secretary of Health, Education, and Welfare sought to persuade 
the Office of the President that a $30 million increase should be pro- 
vided. But the Bureau of the Budget remained adamant, and the 
House was required to act on a budget request that, at $294 million, 
was inadequate in all respects. 

The President’s budget of $294 million was increased in the House 
by $50 million to $344, and the $10 million cut in research facilities 
construction was restored. Although the hearings before the Senate 
revealed that these too were extremely conservative figures, the action 
of the House was a clear-cut expression of confidence in these programs 
and in their meaning to the American people. 

The House action requires further comment. Although its report 
is replete with comments on the progressive opening of research 
opportunity in important field after important field, the House action 
was primarily directed to the strengthening of the active programs of 
each of the Institutes. The increases provided would not permit the 
active promotion of areas of evident opportunity, since recent data 
available to this committee indicate that the sums recommended, 
institute by institute, are inadequate to cover recommended projects 
that will require support as the result of spontaneously developing 
needs and opportunities. 

In the testimony before the Senate committee, primary emphasis 
had to be placed on the views and recommendations of non-Federal 
scientists and research administrators, since the Department’s 
witnesses were all placed in the position of having to recommend 
against the House increases. During the hearings, two general points 
emerged: first, it is feasible and desirable to invest funds beyond the 
level of the House allowances for medical research; and second, we 
have reached a point in time at which greater attention must also be 
given to the strength of research institutions and to the stability of 
research careers. 

The first point—the provision of funds for a larger proportion of 
the research projects deemed worthy of support by non-Federal 
advisory groups—involves the simple extension and intensification 
of existing programs and mechanisms. The committee is confident, 
based on the information placed before it, that additional funds can be 
effectively used with no reduction in the quality of the projects sup- 
ported or in the standards of review. 

With reference to the payment of indirect costs on research projects, 
the committee notes that in its budget submission, the Department 
of Health, Education, and Welfare apparently recognized the need to 

ay such full indirect costs by asking for removal of the 15 percent 
imitation. It later became apparent, however, that the Department 
did not intend to ask for the money to finance the increase in overhead 
to an average of 25 percent. Despite this curious contradiction, the 
committee is convinced that under present practices which limit the 
payment of indirect costs on research projects to a maximum of 15 
percent, the NIH programs may be imposing a financial burden on 
grantee institutions at a time when their general financing is precarious 
indeed. Believing that the Government should pay the full cost of 
research it finances, the committee has provided funds that will permit 
ayment of up to 25 percent for indirect costs, thus relieving the 
mstitutions of the necessity of diverting their own scarce operating 
funds for this purpose. 
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The committee has been deeply impressed in recent years by the 
flexibility of the system of research support that has come into being 
through NIH appropriations. It began with the capacity to support 
individual projects thet were spontaneously initiated by scientists in 
non-Federal research institutions. More recently, as funds have 
become more adequate, it has also evidenced a capacity to develop 
and build programs in response to scientific and public need. Some- 
times such programing consists merely of giving emphasis and focus 
and stimulus to new or relatively neglected areas. At other times, it 
may take the form of broadly based collaborative study in which 
NIH takes leadership in developing the program. Thus we have 
seen, as the result of congressional interest and support, and often as 
the result of special directives from the committee designating specific 
amounts for such programs, the rapid exploitation of such fields as 
eancer chemotherapy, psychopharmacology, the perinatel studies, 
the viral origin of cancer, physical biology, staphylococcus infections, 
diet and atherosclerosis, oral antidiabetic drugs, cancer diagnostic 
tests, biometry and epidemiology—fields which would certainly never 
have opened up so rapidly had it not been for the direct stimulus of 
Federal funds and Federal programing. 

In its consideration of the needs and opportunities in medical 
research, it has become apparent to the committee that there is 
emerging a requirement for new and highly specialized forms of 
research facilities, operated on a centralized basis within the context 
of a large institutional environment. For example, there was the 
suggestion by outside witnesses that the NIH establish and maintain 
a number of specialized cancer and heart research units and finance 
them with a single grant or contract. The committee has sought 
competent advice on this matter and has reached the judgment that 
the time has come to consider creating, in part with Federal funds, a 
number of such centralized facilities, either within a single university 
or among a group of universities, to provide highly integrated research 
opportunities and services to large numbers of investigators and re- 
search groups. Such centralized facilities are not generally support- 
able within the conventional research grant. 

The committee has in mind the need for such facilities as bio- 
mathematical centers, centers for instrument development, experi- 
mental primate colonies, centers for the production and development 
of germfree life, and—contained within individual institutions— 
therapeutic and metabolic research facilities. The committee recog- 
nizes that the creation of such resources on a large scale represents a 
significant departure from current patterns for support of research 
and ultimately will involve the expenditure of sizable funds. As part 
of a process of determining the wisdom and feasibility of stimulating 
the establishment of such resources on a broad scale the committee 
directs the National Institutes of Health to make a careful appraisal 
and study of this entire field and to prepare for the consideration of the 
committee a detailed report which gives all relevant information on the 
basis of which the committee can determine its future course of action. 

The testimony, however, dealt largely with the specific suggestions 
that theré’be established a number of specialized facilities for heart and 
cancer research. The committee believes that as a result of these and 
subsequent discussions that the initial objectives of such a program 
will best be served if provision be made for the support of therapeutic 
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and metabolic research units in a number of locations throughout the 
country so that the local sponsoring institution can be free to use this 
important research modality in any one of the many research areas 
represented by the Institutes. This would seem to assure continuous 
use of the units with, however, full freedom for each participating 
institution progressively to concentrate its efforts in any area of its 
choice. 

One of the principal reasons for the lack of such facilities in academie 
institutions now is the cost of maintaining the highly trained per- 
sonnel who are essential to the proper functioning of such units, 
Because of the vital need for such facilities for “modern clinical 
investigation, the committee wishes to assure the creation and 
maintenance of a number of such units in various geographical areas 
of the United States where they can be most effectively used. 

In order to initiate this type of clinical research program the 
committee directs the Director of the National Institutes of Health 
to establish some suitable mechanism for administering this new 
program, with participation by each of the Institutes except Dental 
and the Division of General Medical Sciences, and the committee 
would like to be kept fully advised on this matter. 

The Senate committee proposals reflect the strong belief (1) that 
lack of adequate funds cannot be permitted to hamper rapid progress 
in the conquest of disease, (2) that quite apart from the general 
strengthening of the programs which would result from the applica- 
tion of the funds made available by the House, further strengthening 
is possible and highly desirable, and (3) that certain areas in each of 
the Institutes require active stimulation of effort such as is only 
possible through further increases in appropriations. 

Attention must be directed to the qualitative and quantitative 
aspects of training if we are to provide both for the application of 
research as well as an expanded capacity for research in the future. 
The committee believes that to do otherwise would be to develop 
an unbalanced program and has taken these considerations into 
account in determining a proposed budget level for each of the 
appropriations. 

In making these proposed increases above House allowances for 
the NIH appropriations, most of which are directed to research 
grants activities, the committee wants to stress its recognition of the 
importance of the companion research activities at Bethesda, and 
directs that an appropriate portion of the increases go to the mainte- 
nance of high quality review and approval programs for the extra- 
mural programs, and similarly that an appropriate sum be used to 
provide for adjustments in supporting services in relation to program 
expansion of the intramural research program at Bethesda. 

The committee further directs that as part of its processes for 
reporting the status and results of medical research, the NIH shall 
keep the committee fully informed on how the funds provided in these 
appropriations have been used to advance medical research, as well 
as what has been accomplished in the specific areas singled out for 
attention in this report. 

It has come to the attention of the committee that many of the 
research programs to be operated with the appropriations provided 
in this bill involve the use of animals for experimentation and that in 
many instances totally inadequate facilities are provided for housing 
them in a humane manner consistent with the experiments being 
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conducted. The committee strongly urges that every effort be made 
to provide suitable and comfortable quarters and that these animals 
not be subjected to the unnecessary cruelty involved in their being 
carelessly and improperly housed. 

The maintenance of such quarters for animals used in research 
is a proper expense of such activities. 

The committee knows from past experience that the fully effective 
use of the funds provided in excess of the budget requests is aon 
in large Measure upon the manner and timing of the availability of 
such funds for expenditure under the executive branch’s apportion- 
ment processes. The committee directs the Secretary o Health, 
Education, and Welfare to keep it fully informed as to the apportion- 
ment of funds made available for the NIH programs, with particular 
emphasis on reporting delays in such apportionment. And the 
committee admonishes the executive branch not to use the apportion- 
ment device willfully to thwart the evident conviction of Congress 
and of the American people that medical research shall move forward 
on broad new fronts and without delay. 


GENERAL RESEARCH AND SERVICES 


Seeanpropriaiion:.. 265 2 6 oo es este buausi uli $28, 974, 000 
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The committee recommends a total appropriation of $49,585,000 
for this program, an increase of $13,181,000 over the House allowance 
and $20,611,000 over the budget estimate. 

The committee notes with some satisfaction the growth and effec- 
tiveness, under this appropriation, of the Division of General Medical 
Sciences. The creation of this Division 2 years ago has made it 
possible for the program to receive thorough scrutiny and for selective 
emphasis to be given to areas of research and training which are of 
critical importance to the total strength of the medical and biological 
sciences. 

Since the prograin of this Division is directed primarily to areas of 
inquiry and areas of training in fundamental scientific fields and 
disciplines, it is evident that it has direct bearing on the capacity of 
the several institutes to carry out their categorical missions. The 
committee was impressed by the number of witnesses, both private 
and public, who—although they were testifying to the needs and 
opportunities in a specific field—nonetheless felt compelled also to 
comment on the importance of fundamental research and on the 
urgency of increasing the number of trained scientists in such basic 
disciplines as pathology, pharmacology, and biochemistry. 

The committee was impressed with the need for expanding these 
activities. The committee noted the results derived from the general 
research training program and from the senior research fellowships 
program, both of which have received special congressional interest 
and support. The latter activity has been focused initially on 
advanced training in the preclinical sciences, and the committee feels 
it should now be extended to include research training for mature 
clinicians as well, since the quality of clinical investigation is becoming 
an increasingly important factor in the acquisition of new knowledge 
and in its validation prior to widespread general use. 








26  LABOR-HEALTH, EDUCATION, WELFARE APPROPRIATIONS 


Moreover, research supported by this activity has made advances 
in such fundamental fields as experimental embryology, cell biology, 
genetics, nucleic acids and proteins, fetal physiology, and endocrine 
physiology. Among the findings of these grant-supported studies 
were: new evidence that both electrical and chemical forces are 
involved in the production of gastric juice; a new concept suggested 
by biophysical experiments of how supersonic waves can transmit 
vibration ene rgy into living cells; successful transplantation of insulin- 
producing cells of the pancreas; and new information on such subjec ts 
as cellular reproduction, genetics, and radiation, and proteins and 
amino acids. 

The Division of General Medical Sciences also embraces research 
and training in a wide range of fields related to aging, to public health, 
and to the health hazards associated with man’s ever- -changing, 
ever-threatening environment. The committee is deeply impressed 
with the potential significance of studies in these fields, partie ularly 
looks to the Public Health Service to broaden and strengthen its 
research and other activities in environmental health as a long-range 
objective, and joins with the House in requesting a report from the 
PHS as an initial essential for sound programing in this area. 

Through tbe Center for Aging Research, the Division has encouraged 
new research in the important field of aging. The development during 
the year of several comprehensive, university-centered ge rontological 
research centers is a noteworthy indication of progress, since there has 
been far too little research attention of an interdisciplinary character 
heretofore directed to this problem. 

The other major program encompassed within this general appro- 
priation is the Division of Biologics Standards. Congress has given 
recognition to the importance of “this Division by providing it with a 
new ‘laboratory building, which will be completed and occupied during 
the first half of the fiscal year 1960. The committee recognizes that 
the Division carries a tremendous responsibility in its assurance of 
the safety and effectiveness of biological products. This regulatory 
function cannot be carried out effectiv. ely in the absence of a strong and 
parallel research activity. The Division of Biologics Standards has 
made outstanding research accomplishment. Its findings include 
discovery of a new antibody for a human blood factor, of potential 
use as a diagnostic tool; development of a test-tube potency test for 
polio vaccine; a new method for distinguishing virulent from attenu- 
ated polio viruses without the use of live monkeys; studies of a photo- 
dynamic method of inactivating viruses; and studies of viruses and 
cancer producing new information of value. 

Because the work of this Division ranges a broad front, involving 
vaccines and antitoxins, therapeutic serums, and human blood and 
its derivatives, and because this front is one of rapid and constantly 
changing discovery and development, the activity is one of significance 
to the American people. By its action, the committee expresses its 
confidence in this program and its belief that it must have all of the 
resources it needs to carry out its complex mission. 

For the “General research and services” appropriation, the com- 
mittee fully endorses the House action a 1d recommends an additional 
$8 million for research grants and an additional $10 million for research 
training. 
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NATIONAL CANCER INSTITUTE 
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The committee recommends a total appropriation of $110,203,000 
for this activity, an increase of $26,895,000 over the House allowance 
and $34,985,000 over the budget estimate. 

Among the many diseases that afflict mankind, one of the most 
devastating is cancer. This Nation is deeply committed to do every- 
thing within reason to hasten the day when cancer will be brought 
under control. Appropriations to the National Cancer Institute rep- 
resent the major governmental effort to reach this objective. Its 
activities complement those of the many private groups and agencies 
that are similarly dedicated. 

The committee is encouraged by the hopeful note that has been 
present in the testimony of public and private witnesses in the cancer 
field. They have recognized that a long and difficult battle lies 
ahead. They have emphasized the importance of waging the battle 
simultaneously on many fronts, since cancer research continues to face 
many unknowns and to uncover still more unknowns as it probes 
deeper and deeper into the mystery of uncontrollable cell growth and 
proliferation. But with each year that passes, progress is made— 
progress that is not yet reflected in overall morbidity and mortality 
data, but is known to scientists and apparent to clinicians who deal 
at first hand with the diagnosis and treatment of certain cancer in 
man. Medical science continues to improve the means by which 
cancer can be diagnosed, treated, and cured. And it continues to 
reach closer and ever closer to the kind of understanding which will 
ultimately permit cancer to be brought progressively under control. 

By its action on the 1959 appropriations to the National Cancer 
Institute, the committee made it possible not only for all fields of 
eancer research to be strengthened, but also for continued and in- 
creased emphasis to be placed on three aspects of cancer investigation 
which scientific leaders think hold a great deal of promise: cancer 
chemotherapy, cancer virology, and diagnostic tests. 

The committee views the search for chemical or other agents useful 
in the treatment of cancer as a high-risk program in an area where the 
stakes are enormous. The story of the organization of this truly 
national program, of its experimental years, and of its broadened 
activity is an eloquent testimonial to the faith of the American 
ne in science and its capacity to benefit mankind. It is the 

argest voluntary cooperative venture in medical research that this 
Nation has ever seen in peacetime. As a result of this program, 
anticancer chemicals are now being used as part of the total care of 
thousands of patients all over the country. Some 40,000 materials 
are screened in animals each year; clinical trials of more than 70 
anticancer agents have been carried out in nearly 100 hospitals and 
clinies throughout the country; and although there can be no certainty, 
there is every reason to hope that there will be many more important 
results from this undertaking in which the chemical and pharmaceu- 
tical industry is an active and effective partner. 

The committee was impressed with the progress of research in 
chemotherapy of cancer and recognizes the necessity for rapid ex- 
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pansion of the application to patients with advanced cancer of the 
important discoveries which have come from the laboratories working 
with the Cancer Chemotherapy National Service Center. The 
satisfaction of the committee in the work of the Chemotherapy Center 
is expressed in the increased appropriation in the various aspects of 
this program. 

Programed grants in cancer include support for a few large vertical 
programs of chemotherapy research in institutions dealing specifically 
with cancer, and include also support for the clinical cooperative 
groups which carry out their studies in voluntary cooperation with the 
clinical panel of the Chemotherapy Center. The work of these 
clinical cooperative groups, originally set up under the Research 
Grants Division, has reached such a size and stability in organizational 
pattern that more rapid progress in these clinical studies will be 
achieved if these activities can be administered as a whole. To 
achieve these ends the committee adds $1 million for programed 
grants for a total of $4,800,000 and places the administration of these 
grants in the Cancer Chemotherapy National Service Center. 

The committee was gratified with the reports of progress in research 
concerning viruses and cancer, which received special attention in last 
year’s report. The evidence concerning the relationship of viruses to 
cancer in animals, and the prevention by vaccination of some forms 
of cancer artificially produced in laboratory animals, makes clear the 
need for enlarging these laboratory studies in an attempt to develop 
techniques for the study of a possiple relationship netween viruses and 
cancer in man. Experts have stated that we would be remiss if we 
did not support research concerning viruses and cancer to the full ex- 
tent of the scientific potential of the country. The committee, there- 
fore, includes $4,500,000 for research in this field as part of the $34,300,000 
allocated for the support of research projects in cancer, and specifies 
in addition the sum of $500,000 for contracts. 

A year ago the committee inaugurated a special program for the 
development of cancer diagnostic tests. The committee is encouraged 
to learn that a start has been made in a search for diagnostic tests 
which must be rapid, inexpensive, completely accurate, and of such 
simplicity that their use on millions of people will be possible. The 
committee understands that investigators in this difficult aspect of 
cancer research must have the assurance of long-term support and 
freedom from pressure in their attempt to achieve a goal of prime im- 
portance to the successful treatment of cancer. The committee 
desires that this program continue as outlined last year, and specifies 
the sum of $1,020,000. 

In its consideration of the progress in cancer research during the 
last few years, and of methods of accelerating this progress by using 
the full scientific and medical resources of this country, the committee 
has concluded that the time is ripe for the creation of a number of 
cancer research centers in different parts of the country with indepen- 
dent programs in independent institutions supported in the same way 
as the National Cancer Institute in Bethesda. Such centers should 
represent the highest achievement in clinical investigation supported 
by laboratories such as those of pharmacology, chemistry, biology: 
physics, pathology, and clinical research facilities such as metabolic 
wards. They should include among their functions, in addition to 
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the pursuit of their own direction of cancer research, the creation of 
expert facilities for the rapid and accurate evaluation— 

(1) of new anticancer agents, or other methods of treatment; 

(2) of newly developed cancer diagnostic tests; and 

(3) the efficacy of techniques of vaccination or immunization 

against cancer which in all likelihood will be developed. 

These centers should be situated within, or in the proximity of already 
existing universities or research institutions to achieve the greatest 
strength without unnecessary duplication, but their identity and 
dedication to this special purpose must not be lost. Whenever pos- 
sible the basic laboratories should be joined with those concerned with 
the support of clinical investigation in other similar categorical re- 
search centers to be created. 

The committee directs the NIH to make the necessary studies of 
the optimal location of such centers, and to proceed without delay to 
select the most favorable environments where men and institutions 
willing to accept the challenge of this unique opportunity for accelerat- 
ing cancer research can be found. The committee believes that 
flexibility is desirable in the creation of these centers, and that maxi- 
mum utilization of facilities already available will determine the de- 

ee of Federal support required as well as the pattern of each center. 

he committee desires rapid development of the cancer research cen- 
ters, and specifies $11,800,000 for the first year. 

The committee directs the NIH to establish some suitable mechan- 
ism for administering this new program and would like to be advised 
of progress. 

MENTAL HEALTH ACTIVITIES 


PE PODEURUION 5 oo cence ccenntnaadecdccencadsgeulenadnd $52, 419, 000 
I OONORD Soo. 5 iis). Soda. Gib eh ee ee eee 52, 384, 000 
DN Rice 54116 chigcnendibipidotdbieddlsdtin ptadelie dadon 60, 409, 000 
SREENOS TOCOUITIOTIG BOOED 6 po oc os dic ossicive hn dln nh aslcnmarie ee ce 79, 986, 000 


The committee recommends an increase of $19,577,000 over the 
House allowance, and $27,602,000 over the budget estimate. 

The committee notes with deep gratification the remarkable pro- 
gress being made in the fight against mental illness. At the end of 
1958, there were 52,000 fewer mental patients in all State mental 
hospitals than might have been expected on the basis of the rising 
curve from 1945 to 1955. Figured on a conservative maintenance 
cost of $1,500 per year per patient, this is a saving in 1958 of $78 
million for maintenance costs alone. Even more important is the 
saving in new construction moneys. Figured on the basis of $20,000 
a bed, it is estimated that the States have saved more than $1 billion 
over the past 3 years which they would have had to appropriate for 
additional mental hospital beds. 

However, the problem of mental illness is still far from conquered. 
The mentally ill still fill more than 50 percent of the hospital peds in 
this country. The Joint Commission on Mental Illness and Health 
recently estimated that mental illness costs our economy a minimum 
of $3 billion a year in direct maintenance outlays, lost economic pro- 
ductivity, and lost taxes. In 1958, the several States spent $813 
million jyst for custody of approximately 600,000 mental patients. 

To continue the mounting of an effective attack upon mental 


illness, the committee recommends expanded programs in the following 
areas; 
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Research.—The committee recommends $30,600,000 for the research 
grant program of the Institute. 

The committee is pleased with the rate of progress being shown by 
the Psychopharmacology Service Center in research upon, and evalua- 
tion and testing of, new drugs. We recommend $1 million to expand 
this basic drug research program, and we trust that this will guarantee 
an accelerated program using the tremendous resources of the phar- 
maceutical industry. 

The committee received a great deal of authoritative testimony to 
the effect that the greatest bottleneck in the application of these new 
drugs to mental patients is the lack of adequate clinical facilities for 
their prompt evaluation. During 1958, out of approximately 12,000 
compounds tested, more than 300 drugs were developed which were 
deemed of sufficient interest to warrant testing in patients. However, 
in its report to the Congress, the Psychopharmacology Service Center 
noted that “there is a major need for better and earlier clinical studies 
on promising new drugs * * *. The number of clinical units able to 
do effective work of this sort falls short of the need for this type of 
research.”’ 

The committee was advised that ‘it seems almost criminal to have 
a drug—or perhaps a dozen drugs—of possible usefulness gathering 
dust on a shelf simply because there are not adequate clinical ft acilities 
to determine its value. There is unanimous agreement by practically 
everyone concerned that expansion of critic al clinical investigative 
facilities for drug evaluation is one of our most pressing needs.” 

The committee therefore recommends that $2 million be allocated 
for the establishment and support of clinical screening centers for the 
evaluation of new drugs. 

A second major bottleneck in the discovery and application of better 
drugs for mental illness is the critical shortage of pharmacologists in 
this country. The committee received considerable evidence that the 
pharmaceutical industry, with its enormous laboratory and personnel 
resources, could play, and is willing to play, a key role in training these 
desperately needed ‘pharmacologists in cooperation with our uni- 
versities and medical schools. The Psychopharmacology Service 
Center, in its report to the Congress, has also commented favorably 
upon a joint effort by our universities, medical schools, and pharma- 
ceutical companies to train these workers. 

The committee therefore recommends $1 million to initiate a 
psychopharmacology training program during the coming fiscal year. 

The committee is deeply impressed with the title V program of the 
Institute. Its major purpose is to develop and support new ways of 
handling mental illness other than in the traditional mental hospital 
setting. The countrywide enthusiasm for this program has resulted 
in a backlog of approved applications several million dollars in excess 
of the $2,800,000 allocated for the title V program in the current year. 
The committee therefore recommends a minimum of $6 million for 
title V projects in fiscal 1960. 

The committee subscribes to the recommendation of the House 
committee for a study of what can and should be done in the field of 
juvenile delinquenc; y. Both the National Institute of Mental Health 
and the Children’s Bureau have a major contribution in such a study. 
Juvenile delinquency is a complex problem which involves not only 
disciplines that contribute directly to mental health but also those 
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related to religion, social work, law, education, recreation, and others. 
The committee believes that the mental health aspects, while impor- 
tant in many instances, represent only one facet of the problem. The 
majority of the many thousands of children brought to the attention 
of police and the courts live under very adverse economic and social 
conditions and often lack proper spiritual or parental guidance. 

In order to assure full and effective use of existing governmental 
facilities, the committee believes that the Children’s Bureau and the 
National Institute of Mental Health should have joint responsibility 
for drawing up the substantive and fiscal proposals for the report on 
juvenile delinquency recommended by the House. 

The extra expenses incurred in the preparation of this report may 

roperly be met from funds available to the National Institute of 
Mental Health. 

Research fellowships.—A year ago, the Congress doubled the amount 
of money available to train research workers in psychiatry. Despite 
the doubling of the program, there are currently on hand approved 
applications considerably in excess of fiscal 1959 appropriations. 

he committee cannot understand the slowness of the administra- 
tion in this area. Much significant psychiatric research is being held 
up today because of this desperate shortage of competently trained 
research workers. 

The committee, therefore, recommends that the research fellowship 
program be increased by a minimum of $1 million in the coming year, 
with at least one-half of the increase devoted to research fellowships 
in the biology of mental illness. 

Training.—The committee was shocked to learn that the budget 
for fiscal 1960 would provide for 30 percent fewer traineeships than in 
the current year. 

The American Psychiatric Association in December 1957 published 
results of a study of professional staff in public mental hospitals as of 
1956. This study shows that the number of physicians, psychiatrists, 
registered nurses and other nurses and attendants was grossly inade- 
quate. Because of the shortages, the committee was advised that the 
potentials inherent in the new tranquilizing drugs are as yet largely 
unrealized. 

In order to rectify the conditions and in order to achieve the goal 
of bringing the benefits of the new tranquilizing drugs to all mental 
patients, the committee recommends $30 million for the training pro- 
grams of the Institute during fiscal 1960. 

Worthy of particular mention is the general practitioner training 
program. Although it was started only last year, it has been received 
with unprecedented enthusiasm by the medical profession. 

The committee received testimony to the effect that a large backlog 
of approved applications for this program has accumulated in the 
past few months. 

The committee, therefore, recommends that $5 million be devoted 
to the gradual expansion of the two phases of the general practitioner 
program—the support of general practitioners entering a formal 
3-year psychiatric residency, and the support of pilot projects in 
methods of training general practitioners who want to remain family 
physicians but increase their psychiatric skills. 

Clinics —The committee recommends $5 million for the matching 
grant-in-aid program for the support of mental hygiene clinics and 
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other community mental health services at the State and local level, 
This is an increase of $1 million over this year’s appropriation. 


NATIONAL HEART INSTITUTE 


SOUe Sto priate se heed ie ell eee ce eee cewes $45, 613, 000 
1960 budget estimate , 594, 000 
House allowance 52, 744, 000 
Committee recommendation 9, 500, 000 


The committee recommends a total appropriation of $89,500,000 
for this program, an increase of $36,756,000 over the House allowance 
and $43,906,000 over the budget estimate. 

In the testimony of public and private witnesses on behalf of the 
National Heart Institute’s appropriations, the committee took note 
of the appreciable progress that has been made in this field. Although 

there are a great many major unsolved problems in the several kinds 
of disease which make up the cardiovascular field, the progress in 
each major disease entity has been such as to give confidence that a 
sustained research attack will bring these conditions under control, 

Among the major fields of progress against the cardiovascular 
diseases are effective drugs for the control of high blood pressure, 
significant advances in the ability of the surgeon to repair damage to 
the heart and the blood circulatory system, important new evidence 
bearing on the relation of fats, fatty acids, and diets to the occurrence 
of atherosclerosis, and steady progress toward the prevention of heart 
damage due to rheumatic fever. 

The committee notes the testimony of several witnesses in connec- 
tion with the need to establish within the continental limits of the 
United States one or more primate colonies, which would permit heart 
disease to be studied over the lifespan of the animals, including 
studies related to heredity. Based on such testimony, it is the 
committee’s judgment that such primate colonies would be most 
useful to medical science if there were several such colonies geographi- 
cally distributed and created as a part of a university environment. 
Under these circumstances. the colonies could serve the purposes of 
several programs and could be more economically administered than 
would be true if they were established as separate resources. The 
committee will provide increases over the House allowances to permit 
the Heart Institute to proceed with the establishment of one such 
facility during fiscal year 1960, assuming that this will serve as a 
prototype for the creation of similar resources elsewhere in subsequent 
years. 

The committee also notes the testimony of outside witnesses urging 
the creation of specialized research institutes in the cardiovascular 
field, with particular emphasis on the creation of those resources 
which would permit carefully controlled clinical investigations to be 
carried out. As indicated in connection with other appropriations, 
the committee takes the position that such expansion in the resources 
for clinical investigation is very much needed, but that it seems wise 
initially to undertake the creation of a number of such facilities which 
can serve the purposes of several areas of investigations. The com- 
mittee is therefore providing additional funds for such resources under 
the appropriations to the Heart Institute and to other Institutes 
whose interests would be served by the creation of such centralized 
facilities. The committee feels there is ample evidence of the need 
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for such resources in the difficulties encountered by the Heart Institute 
jn engendering a series of quick and effective trials of the several new 
agents of potential value in the treatment of hypertension. 

The committee was interested in testimony concerning the impor- 
tance of the study of heart disease in population groups that are widely 
disbursed across the earth’s surface. It would be most useful to 
know, for example, why atherosclerosis is a rare disease in certain 
parts of Africa and South America. The committee hopes that, under 
the expanded program made possible by the increases in Heart Insti- 
tute research grants, it will be possible for studies of this kind to be 
extended. 

The committee was presented with strong evidence not only as to 
the needs for strengthening and developing ‘heart research activities, 
but also as to the accomplishments and results. 

New or improved measures for the diagnosis, treatment, and man- 
agement, and prevention of heart disease, which causes over half of 
all deaths in the United States annually, came into being during the 
past year, making possible the saving or extending of more lives and 
the amelioration of heart disease in more cases than ever heretofore 
possible. The greater progress, however, is still for the future and 
will depend upon a continuing and increasing volume and rate of 
research. Substantial accomplishments in cardiovascular research, 
ranging from fundamental findings as to the nature of certain processes 
in heart disease to new drugs and surgical operations for its treat- 
ment, show that the research is not only highly promising but also is 
already beneficial. 

The treatment of arteriosclerosis through management of its com- 
plications improved through new knowledge, including better anti- 
coagulants, such as a new synthetic one. Further dramatic advances 
were made against high blood pressure with, for example, develop- 
ment of a new approach resulting from basic research. ‘This involves 
a new blood pressure lowering drug which acts by inhibiting an enzyme 
which itself destroys body chemicals that influence blood pressure, 
heart rate, and emotions. Surgical research marked up dramatic 
advances against heart disease, particularly in the field of congenital 
defects: new and more precise means of diagnosing these defects were 
developed, the scope and safety of open-heart and lowered-tempera- 
ture surgery were improved, and types of heart congenital abnormali- 
ties heretofore inoperable can now be corrected. A new test was 
developed which for the first time provides a rapid, accurate method 
of identifying the streptococcal infections which precede rheumatic 
fever. 

The clinical evaluation of drugs and hormones, active upon cho- 
lesterol metabolism, together with the development of new substances 
for this purpose should be implemented. In addition, substances 
affecting blood coagulation, such as anticoagulant and thrombolytic 
materials, deserve intensive investigations. Methods for the diag- 
nostic assay of lipids and steroid hormones should be improved. 

In the Heart Institute, as in other program areas, it is imperative 
not only that adequate support be provided for current research, but 
that a reasonable investment also be made in those fields of scientific 
manpower which are essential to the successful performance of an 
expanded research program in years tocome. The committee believes 
that the Heart Institute’s training programs, which have been amply 
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supported by the Congress for a number of years, have had a direct 
bearing both on the quality of research now carried out in this field 
and on the adequacy of cardiovascular instruction in the medical and 
related schools. Since such training programs are an investment in 
the future in the same sense as investments in buildings and equip- 
ment, the committee is providing funds above the House allowance 
to permit the strengthening and expansion of these training activities, 

The committee recommends an appropriation increase of $20 mil- 
lion over the 1960 budget estimate for heart research grants. With 
these added funds, it will be possible for the Institute to support a 
greater number of recommended applications in the many promising 
fields that are within the province of this Institute. A portion of this 
increase will be used to provide the Heart Institute’s share of the 
new clinical resources mentioned earlier, and the committee expects 
the Institute to give special attention to such fields as the studies of 
population groups, the development and testing of drugs, the study 
of action and utilization of anticoagulant drugs in the treatment of 
coronary disease and strokes, studies of saturated and nonsaturated 
fats in the development of atherosclerosis, and other fields which 
warrant increased support. 


DENTAL HEALTH ACTIVITIES 
1959 appropriation 
1960 budget estimate 
House allowance 
0 er 000 

The committee rec TET a total of $10,164,000 for this appro- 
priation, which is $439.000 above the House allowance and $2,744,000 
above the 1960 budget request. 

The evidence presented in this and recent years clearly reflects the 
fact that dental research is beginning to have depth and diversity 
commensurate with the significance of the problem of dental dis- 
orders. 

The committee heard testimony of promising new leads in the search 
for new knowledge about dental diseases. Researchers have identified 
minute quantities of nonprotein substance in tooth enamel. These 
carbohydrates, which have been identified as galactose, glucose, man- 
nose, and fucose, may play a role in the onset of dental decay. In the 
field of periodontal disease, improved understanding of diseases such 
as pyorrhea may come from discovery of tartarlike deposits on molars 
of germ-free rats. Hitherto, microorganisms inhabiting the oral 
cavity have been considered responsible for such deposits which in 
turn were believed to provide the initial irritant leading to pyorrhea. 
If the deposits on the rat molars prove to be closely related to tartar 
formations in humans, a significant advance will have been made 
against pyorrhea. 

The committee believes that dental research provides the major 
avenue for reduction of the Nation’s $1.5 billion dental bill each year. 
Already there is dramatic evidence of the reduction in tooth decay 
arising from fluoridation of public water supplies. But there remain 
acute problems about which little is known—periodontal disease, con- 
genital malformations, nutritional diseases, mineral disturbances, oral 
cancer, the role of bacteria in tooth decay, infection during dental 
surgery, dental health problems of the aged, and so on. The com- 
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mittee recognizes that the programs of the National Institute of Den- 
tal Research constitute the primary source of support for such re- 
search, and it looks for the progressive strengthening of such research 
under this appropriation. 

The committee also recognizes that forward steps must be taken to 
relieve the acute manpower shortages in the dental field—shortages of 
dental teachers, research workers, and dental practitioners—and pro- 
vides $373,000 additional for training and fellowships. 


ARTHRITIS AND METABOLIC DISEASE ACTIVITIES 


$31, 215, 000 

31, 215, 000 

House allowance 37, 790, 000 
Geemittes recommendations 25 20k SeSC USL SLU sik Si 51, 200, 000 

The committee recommends an appropriation of $51,200,000 for 
this program, which is $13,410,000 above the House allowance and 
$19,985,000 above the 1960 budget estimate. 

The diseases studied by this Institute are among the most complex 
and baffling conditions afflicting mankind—diseases such as arthritis, 
diabetes, gout, rheumatism, and gastrointestinal disorders. In addi- 
tion, the Institute embraces a broad range of fundamental inquiry 
which is essential to all advances in science. 

Progress in this field has been steady and rewarding. This can be 
seen in the individual findings which were reported to the committee 
by Government and private witnesses. It can also be seen in a more 
general way in the effective development of program areas in which 
activity has been in part stimulated by the committee—areas such as 
physical biology, cystic fibrosis, and gastroenterology. Such develop- 
ments, in new or relatively neglected fields and in this and other Insti- 
tutes, are clear demonstrations of the importance of providing funds 
that are adequate in volume to sustain programs and at the same time 
permit special programs to emerge when they reflect a scientific need 
and are in the public interest. 

Research on the gastrointestinal disorders began to receive new 
emphasis only recently, when it became apparent that this family of 
diseases—peptic ulcer, ulcerative colitis, and regional ileitis—was 
being largely neglected. The committee received gratifying reports 
on the intensification of effort in this field that accompanied its being 
singled out for special attention and appropriation, and it is confident 
that a balanced effort of fundamental and clinical studies will being 
significant advances. 

Cystic fibrosis represents another largely neglected area of investi- 
gation. ‘This hereditary disease is thought to be caused by some 
metabolic defect, although it has infectious complications that are 
under simultaneous study by the National Institute of Allergy and 
Infectious Diseases. It has apparently been most difficult for both 
Institutes in the space of 1 year to initiate effective programs in 
cystic fibrosis, but the committee expects work in this field to be 
encouraged vigorously and developed in 1960. 

Diabetes 1s a research area that has also received the attention and 
support of the committee, most recently in connection with the evalua- 
tion of the usefulness and limitations of the oral antidiabetic drugs 
now being used by perhaps half a million diabetics. Both in its own 
research and in grant-supported studies, the committee expects the 
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Institute to press forward in this field, including pursuit of such re. 
search objectives as the early diagnosis of diabetes and the under. 
standing of the basic processes which underlie this disease which 
afflicts approximately 3 million people in the United States, is eighth on 
our list of causes of donth, and is becoming a leading cause of blindness, 

In the field of arthritis, there is still no evidence of cause and no 

method of cure, although palliative treatment is available for certain 
forms ot the affliction. Witnesses before the committee emphasized 
the mmportance of acquiring more basic information about the role of 
connective tissue and other fundamental aspects of this painful, 
crippling disease which is estimated to affect some 12 million Amer 
cans—1 million of whom are permanently disabled. The committee 
hopes the Institute will leave no stone unturned in its search for the 
means to bring this terrible disease under control. 

In another field, the committee heard testimony concerning the 
important surveys of nutritional status being made in other lands by 
the Interdepartmental Committee on Nutrition for National Defense, 
It is the committee’s view that this activity, in which the Department 
of Defense, the Public Health Service, and other Federal agencies 
collaborate, shouid be extended to include study of civilian as well as 
military populations. 

The Arthritis Institute, both in its fundamental! areas and in its 
categorical fields, represents a tremendous range of scientific and publie 
interest. The committee 1s convinced that there are many potentially 
rewarding areas of training and investigation which can be satisfied 
only by increases in the funds available for research and training. 


ALLERGY AND INFECTIOUS DISEASES ACTIVITIES 


re INNING <a d Dol censure erieeion biked RaW ac ekemkiwane $24, 071, 000 
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The committee recommends a total of $41 million for this program, 
which is $10,714,000 above the House allowance and $16,929,000 above 
the 1960 budget request. 

The committee feels it is appropriate to commend this program and 
its leaders for the effective transition that has been made to accommo- 
date the added responsibilities of a categorical institute. ‘The new 
dimensions of the program are now fully represented both in its own 
research at Bethesda and in its research grants and research training 
activities. The Institute is responsible for progress against a wide 
range of diseases, many of them not usually fatal, but encompassing 
diseases that account for a major share of the suffering, economic loss, 
and absenteeism-among the people of the United States. 

Typical of the recent advances in the program area represented by 
this Institute are these in the field of virology, allergy, immunology, 
and vaccine development. For example, new viruses causing acute 
respiratory infections in children continue to be discovered and experi- 
mental vaccines produced; and better methods of immunizing against 
ragweed pollen are being developed. 

The committee last year and again this vear has been deeply 
concerned with the problem of staphylococcal disease, particularly 
because of its involvement in serious epidemics in many hospitals. 
It provided both this Institute and the PHS Communicable Disease 
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Center in Atlanta, Ga., with tunds to mitiate a special program in 
this field. Although several witnesses this year reiterated the problem, 
there was little evidence of progress against it. The committee urges 
renewed effort in the attack on this problem, which apparently 
ersists. The emergence of this problem points again to the need for 
asic understanding of natural and acquired immunity of human 
beings and of the cause and control of antibiotic resistance among the 
bacteria that infect them 

The committee notes that although tropical : nd parasitic diseases 
have often been referred to as “conquered”’ as far as the United States 
is concerned, they have reemerged both as we xecept a share in the 
responsibilitv for international health activity and as new problems 
emerge in such research areas as arthrop: d-borne virus infections. 
histoplasmosis. and ‘astern equine encephalitis. The committee 
supports the concept of maintaining a hard core of research activity 
and professional competence in this field, and includes in that category 
the laboratory studies at Bethesda, the grant-supported work at the 
several universities and institutes with high competence in tropical 
medicine and parasitology, and the Middle America Research Unit 
in Panama 

The committee wishes to comment, too, on the significant research 
being carried out at the Institute’s Rocky Mountain Laboratory in 
Hamilton, Mont. ‘The scientists there are in a strategie position— 
both by tradition, by geographical location, and by research com- 
petence—to make important contributions to rickettsial diseases, 
including Q fever; to Colorado tick fever and other anthropod-borne 
virus diseases; to fungus infections; and to certain other diseases 
whose control rests on knowledge of ecology, epidemiology, patho- 
genesis, and immunology. ‘This fine laboratory represents a significant 
research resource, and the committee intends to provide the necessary 
support, including facilities, for its effective operation. 

It is the committee’s intention that the additional funds provided 
shall be used to strengthen and stimulate research activity in staphvlo- 
coccal disease, upper respiratory infections, clinical allergy (including 
the making available of standard allergens), basic immunology, 
tropical diseases, and vaccine development; for training grant activ- 
ities, based on the testimony of outside witnesses reflecting the special 
needs to increase the number of trained scientists and academicians 
in allergy and immunology; and for the more rapid buildup of essential 
program levels at the Middle America Research Unit in Panama. 


NEUROLOGY AND BLINDNESS ACTIVITIES 


TE OETIBTION.. 5.45 «052 ~ohlucdui bn seeembaaeed ub awudewes $29, 403, 000 
RE EERE LE IODA GOI OG 29, 403, 000 
I gw. kd ed aes ein oibnante alae aaden 33, 613, 000 
Snecen PHOOMMmONUStION..... o.oo dececeneneans aaa weeaeee 48, 966, 000 


The committee recommends a total of $48.966,000 for this program, 
which is $15,353,000 above the House allowance and $19,563,000 
above the budget estimate. 

Although there has been a gratifying rate of growth of progress in 
the fields of research and training in the neurological and sensory 
disorders, the committee is of the opinion that the program levels 
or ag for 1960 are not commensurate with the problem represented 

y the 200 disorders in this field that are the third leading cause of 
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death and the leading cause of permanent disability in the United 
States. 

There have been dramatic advances during the years that have been 
spanned since the establishment of this Institute. One could cite 
improved medical and surgical treatment of epilepsy, through which 
approximately 80 percent of epileptics can now be helped and have 
the potential for return to productive employment. In the field of 
blindness there has been significant improvement in the ability of 
physicians to treat glaucoma and cataracts, and one blinding disorder 
of infants—re trolental fibroplasia—has been virtually eliminated, 
Research findings of consequence can be expected that will benefit 
the 4.5 million mentally retarded persons and the 500,000 individuals 
with cerebral palsy. New knowledge has been developed concerning 
the formation of nerve fiber sheath which disintegrates in muliple 
sclerosis. There are many others: new leads to the “understanding of 
Mongolism, of jaundice in the newborn, of central nerve tissue regener- 
ation—all of which suggest a firm base today for later and even more 
substantial accomplishments. 

The committee is pleased to note that the large-scale collaborative 
studies of the Institute, together with a number of grantee institutions, 
are progressing satisfactorily. It recognizes that this is a long-term 
study and that results cannot be expected for many years; however, 
it is apparently evident that the study was well designed and that 
significant results will be forthcoming. 

The committee recognizes the importance of strengthening the 
mechanisms at Bethesda which have the responsibility for linking the 
many component parts of the perinatal studies into a fully effective 
and unified program. It is the committee’s view that the essential 
resources of the Institute in support of this program are of tremendous 
importance and may well have a major role in the ultimate produe- 
tivity of these large-scale studies. 

Another program area of this Institute of special interest to the 
committee relates to the training of scientists in the fundamental and 
clinical disciplines related to neurology. ‘The committee is of the 
opinion that the product of the Institute’s training program is having 
a marked impact both on the quality and dimension of ne urological 
investigation and on academic instruction in this specialized field. 
The committee urges that these training activities be sustained and 
expanded to make up for present deficits and to accommodate the 
future needs for manpower in this field. 

The committee continues to express interest in studies of strokes, 
with particular emphasis on those involving the use of anticoagulants, 
In this program area, too, there is evidence of a sh iortage of the kind 
of clinical facilities which makes it possible for carefully controlled, 
metabolically balanced studies to be carried out—a deficiency which 
the committee hopes to begin to remedy through the creation of this 
kind of resource in a number of university environments where the 
interests of several research programs can be served. 


HEALTH RESEARCH FACILITIES CONSTRUCTION 


SNE, Suldedce i Uen sp Coase ek Sa ctcoassccaccrecepees $30, 000, 000 
SOS Dre atte ai ih ok a BO Reel. es a 20, 000, 000 
ieee eemrewees: 4.:/ 33. 3 34156 dbbriisilis Rolo eeaa ed ince 30, 000, 000 


SIO, TORGUATORITIONE oh oan cc emiacd Mindotemes Savbbe 30, 000, 000 
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The committee recommends an appropriation of $30 million, the 
same sum as the House allowance, and $10 million over the budget 
estimate. 

The objective of the activity provided for in this appropriation is 
the expansion, both qualitatively and quantitatively, of the Nation’s 
capacity for research in the health sciences. Grants, which must be 
matched at least equally by the recipient institution, are made to 
nonprofit institutions throughout the country solely on the basis of 
meritorious applications which are recommended for support by the 
Natoinal Advisory Council on Health Research Facilities, established 
by the Health Research Facilities Act of 1956. 

This program has demonstrated a substantial record in moving 
toward the objectives set by Congress. It has strengthened and 
expanded facilities which permit American medical, biological, and 
related research to move ahead with a more intensive program. In 
August 1958, the program was extended an additional 3 years beyond 
its original 3 years, a further indication of its essentiality. 

During the first 3 years of the program, a total of 453 grants amount- 
ing to $87,002,205 were awarded. By December 31, 1958, 100 projects 
were completed and are being used in health research programs 
throughout the Nation. The program has resulted in and is resulting 
in a vital expansion of health research facilities; yet the unmet needs, 
as demonstrated by the continuing influx of applications of merit, far 
exceed the funds that are now available for this purpose. 

The committee is at a loss to understand why, in the face of the 
evidence of the program’s merit and the obvious needs to which it is 
directed, a cutback of $10 million is recommended in the budget 
estimate. The committee is impressed by the striking fact that, 
although the legal requirements for grant support under this program 
are only for equal matching funds from the recipient institutions, more 
than five non-Federal dollars have been provided by these institutions 
for each Federal grant dollar. 

The total construction cost of research facilities supported in part 
by the health research facilities program adds up to $476,343,935. 
These facilities constitute an impressive addition to the Nation’s 
health research resources. Thus the committee wholeheartedly 
supports the House allowance of $30 million as a minimally adequate 
appropriation to permit the continuance of this essential program 
at the same level as in fiscal year 1959. 


CONSTRUCTION OF ANIMAL QUARTERS, HAMILTON, MONT. 


yee pet entimiate. 2. o.ci cic xe oh a eet. ea cecde $150, 000 
MIM oe ee pk ee ee Se i 0 
Committee recommendation.......--.---------------------ee--ne 150, 000 


The committee recommends approval of this item which was re- 
quested for 1960 but denied by the House. The Rocky Mountain 
Laboratory has established a study to bring under control spotted 
fever which in the early years of the century plagued the Rocky 
Mountain area. It is a world center for research on rickettsial dis- 
eases including Q-fever; for work on Colorado tick fever which is 
important to the health of the people in the Western States; and for 
work on mosquitoborne diseases, such as western equine encephalitis, 
which are serious diseases which threaten both man and domestic 
animals, 


59003°—59_‘S. Rept., 86-1, vol. 3———-7 
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This work requires the use of many animals. A large wooden 
building was built more than 10 years ago as a makeshift structure 
for mouse breeding. It is inefficient and inadequate. This appro- 
priation will permit the National Institutes of Health to construct a 
building of approximately 8,000 square feet on a cement slab, single 
story, of the simplest type and design to afford the most space for the 
least monev, a building urgently needed. 


RESEARCH FACILITIES CONSTRUCTION AND SITE ACQUISITION 


SI SU ee he ce $150, 000 
a tna oekensipeesqadaalenuhatvannpeeweumaeee 150, 000 
Sen SSG veesiammb rte fo dk SU 5 le livia UAV 150, 000 


The committee recommends approval of the budget estimate for 
this item for acquiring a site outside the metropolitan area for large 
animals necessary for the research projects of the National Institutes 
of Health. 

Present housing facilities available on a temporary loan basis out- 
side Rockville, Md., are limited and are quite inadequate to meet 
present needs. The present lease expires in 2 years and there is no 
possibility of continued use thereafter because the land in the neigh- 
borhood is shifting to residential development. 


OPERATIONS, NATIONAL LIBRARY OF MEDICINE 


TR i Ni et ere it eit le we wih clin denarii $1, 526, 000 
I I ne a ie a manent’ 1, 566, 000 
I Serene eee ee ee eee et a cdecncon 1, 566, 000 
Comiinitess fecoramandation oo. Se eee eee eke lessee , 566, 000 


The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, an increase of $40,000 over the 
1959 appropriation. 


RETIRED PAY OF COMMISSIONED OFFICFRS 
(Annual indefinite) 


The committee has included in this item as it did last year provision 
for the payment of benefits for medical care of dependents and retired 
personnel under the Dependents’ Medical Care Act. The benefits are 
statutory and whatever amounts are required must be made available 
by the Congress. The Service is unable to control obligations under 
the program in any manner. 


SALARIES AND EXPENSES 


Se OIIRIIE 155 12 cnn ciapagaslcnipabun ah mann eked ale eek daa ha pak & $5, 666, 000 
I Aas aoe ais iw eoedcian xin olambismoiad 5, 816, 000 
ape fo) 08 Vc ae nt aha ewe wale hws 5, 816, 000 
CRINGE TEROTRITION GOON ons nod cc end cde newncwbowssusesce 5, 816, 000 


The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, an increase of $150,000 over the 
1959 appropriation. 
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St. Exvizasetas Hospitau 


SALARIES AND EXPENSES 


See appropriation 2c. il. 220. 240. LU Uo Sa $3, 442, 000 
[06 budeet estimates oo. ace cise eso ees aie seo 3, 715, GOO 
INA DAREN 6, on nce x bused dh ch bauincn cvs Semiiaseaeieienscie baeiaaeiaientaan i iicoaas 3, 715, OOO 
EOstee FEGCOIMINGHGAUON - « 2s <502 dean keen oeenen ewan 3, 715, 000 


The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House. This will provide an increase 
of $273,000 in appropriated funds with an anticipated increase in 
reimbursements of $831,000. Approximately 80 percent of the hos- 
pital’s patient load is financed through reimbursements. The increase 
will provide funds for the staffing and opening and operation of the 
new maximum security building and additional medical and nursing 
positions to relieve partially the understaffing in other hospital areas. 


MAJOR REPAIRS AND PRESERVATION OF BUILDINGS AND GROUNDS 


METRES SITS. 1. a px tne pee sever ss eicien aesseniot hides ah iba lie nendldbadias oa bell Ga $87, 000 
Sane PUIG GOLEINERO.. « — « cae cumendboodecsecunanductaununeeea 330, 000 
meee Blowers. 2 wacked UIA eee 330, 000 
Datmensitiee recommendation: « <iic\3. Gai. dais nleuidsd db cide catia 330, 000 


The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House. Seven elutivels small but 
urgently needed projects are contemplated to be undertaken in the 
coming fiscal year. 

In accordance with the provisions of Public Law 472, 83d Congress, 
an estimated amount of $240,000 will be collected from the District of 
Columbia and deposited in the Treasury to the credit of miscellaneous 
receipts as the District’s share of the major repair costs. 


SociaL Security ADMINISTRATION 


BUREAU OF OLD-AGE AND SURVIVORS INSURANCE 


PE Ro. ct mnediacnil antes anne eae $171, 221, 000 
ey DD oe. oi oncien chy we pote abemaatanan ain aaa 191, 600, 000 
House allowance____---- wae ancnecenensenceccesasseesesceseed 191, 600, 000 


Jessel cdds diab eiub ais See 191, 600, 000 


The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, an increase of $20,379,000 over 
the 1959 appropriation. 

There is provided for the first time a contingency reserve in the 
amount of $10 million to be used only to the extent necessary to 
process claims workloads not anticipated in the budget estimates and 
after maximum absorption of the cost of such claims workloads within 
the existing appropriation. The balance of the increase is attributable 
to the mandatory cost items and to increases in workloads. 


GRANTS TO STATES FOR PUBLIC ASSISTANCE 


Reaw BCNMaNie so Sse Ee. Uc eee $1, 957, 960, 000 
Sa UNIO 1 5 nod os heh ubuain thgcencs th teen cliiginaiteinin erie 2, 033, 500, 000 
I 2, 033, 500, 000 


Committee recommendation... ......................-----<. 2, 033, 500, 000 
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The committee recommends approval of the full budget estimate 
allowed in its entirety by the House, an increase of $75,540,000 over 
the 1959 appropriation. 

Under the authorization contained in the Social Security Act, Fed. 
eral financial partic ipation is governed by the amounts expended by 
the States. ‘The committee was advised that most of the increase js 
attributable to higher average payments per recipient resulting from 
the 1958 amendments to the public assistance titles of the Social 
Security Act which will be in effect for all of fiscal year 1960 in con- 
trast to only the last three quarters of 1959. The balance of the 
increase is due to an estimated increase in number of recipients under 
all programs except old-age assistance and to an increase in the cost 
of State and local administration. These increases are offset in part 
by the effect of the 1958 amendments to the OASI program. It 
reduces the cost of public assistance below what it otherwise would 
have been. 

The committee is greatly concerned about the sharp increase in 
illicit relations, w hich in turn has greatly augmented the caseload in 
the ‘‘aid to dependent children” program. A large proportion of the 
funds appropriated for this program—$599,500,000 provided in this 
allowance—is used in the meeting of this problem. The committee 
therefore directs that the Department institute a study and make a 
report to the second session of this Congress in regard to the problems 
giving rise to the increased number of illegitimate births in general 
and in particular to its impact on the aid to dependent children pro- 
gram. For the purpose of the study and the report which has been 
directed, the staff of the committee will be available to cooperate and 
participate to the fullest extent in this undertaking. 

The committee is encouraged that as a greater percentage of our 
population has been covered by old-age and survivors insurance the 
number of people receiving old-age assistance has declined, so that 
while in 1950, 226 people out of every 1,000, 65 and over, were receiv- 
ing old-age assistance, the rate was only 159 people per 1,000 in 
December 1958. However, while there are estimated to be fewer 
recipients and a slightly smaller total amount of payments in 1960 
than in 1959, the estimated expense of State and local administration 
of the old-age assistance program has increased $2,400,000. The com- 
mittee is aware that there has been a general increase in the cost of 
administering all State and local governmental functions and that in 
many States there has been a need for higher salary levels for per- 
sonnel involved in this program at the State and local level in order 
to attract competent and well-trained personnel. For these reasons 
the committee has not recommended reduction of the amount re- 
quested for State and local administration of the old-age assistance 
program. However, the committee would view with great concern 
a continuation of a trend of higher and higher costs of administration 
of what is becoming a smaller program in terms of total money dis- 
pensed and number of recipients. 


BUREAU OF PUBLIC ASSISTANCE, SALARIES AND EXPENSES 


NN I CO cosas ch garcn arse ahd tn wc che wc us tn nin bdo go ed $2, 166, 500 
Se ey CEE ere twdccddcmevidbdweaweendlbdGlauews 2, 345, 000 
SNIP 223 a a a be 2, 345, 000 


ny TUR i ia as selena ch ta enna sch a en ana 2, 345, 000 
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The committee recommends approval of the full budget estimate 
allowed in its entirety by the House, an increase of $178,500 over the 
1959 appropriation. 


CHILDREN’S BUREAU, SALARIES AND EXPENSES 


SEO Sy prepriation ..« «a « wweniannweieneinctnemeniwerdultilaes $2, 172, 000 
Petes’ SStHiIAte. .occusdnenenseeesnenddiincaes 2, 300, 000 
SD UHOWEROS. ss 5 a ccncncenécetanwnteesienneseqedneanadlie 2, 300, 000 
Ceenmities recommendation. ss ccucvadecscieuvdintiwecsuend ll 2, 300, 000 


The committee recommends approval of the full budget estimate 
allowed in its entirety by the House, an increase of $128,000 over the 
1959 appropriation. 


GRANTS FOR MATERNAL AND CHILD WELFARE 


$050 appropriation « 6 inn ceases dna bens ane $45, 000, 000 
UR WSOC, ORC cen licen ta ened is ie ae 43, 500, 000 
SUE: CTE IG cx sw: wre:nreg tain oapaianabarenysinstagein ahanmeniadanmatiagmamngaiiniee 46, 500, 000 
Committee recommendation. . ..... 2.2. nec cenccncce 46, 500, 000 


The committee recommends approval of the House allowance, an 
increase $3 million over the budget estimate and $1,500,000 over the 
1959 appropriation. 

The allowance recommended will provide $17,500,000 for maternal 
and child health services against an authorization of $21,500,000; 
$16 million for services for crippled children against an authorization 
of $20 million; $13 million for child welfare services against an authori- 
zation of $17 million. 


WHITE HOUSE CONFERENCE ON CHILDREN AND YOUTH 


aoe appropriation.cwcieuicsusein io lent a eee $150, 000 
Se Dees CUtleNeOW so io ob edie a i tide bic kandi eee 200, 000 
PO OHIO CNNING istic, cchincmabaksindidé ccd tasideudbeddiecd eee 200, 000 
CRE Apes SOO GURIRTIREION oo occ acces dsb Greek comand aaa 200, 000 


The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, an increase of $50,000 over the 
1959 appropriation. 


GRANTS FOR SOCIAL SECURITY TRAINING AND STUDIES 


Te DOGNOt GRMOtE= = | 5.6. Be eee eee ee $1, 785, 000 
meen alerreepe. sits inl 3. Len hes keeiticd ds ie tiiaditib ate dtabhies 0 
SMAMINISCOS BOCORDMAPROGLION «i mses <recicy eikih ons cles skcahin da dinteanach ew eeanetete 0 


The committee has disallowed the funds sought for this item, of 
which $1 million would have been expended for training grants, 
$700,000 for jointly financed cooperative arrangements for research 
and demonstration projects and $85,000 for Federal administrative 
expenses. 

Federal financial participation has for many years been available 
in expenditures for educational leave granted for the purpose of 
developing and training personnel, such expenditures to be borne 
equally by the Federal and the State governments. 

The States have made little use of the authority to train their 
employees with the Federal Government paying one-half of the 
cost. The amount sought in this item would have been on the basis 
of 80 percent Federal participation, 20 percent State. It is the com- 
mittee’s view that sufficient authority and sufficient funds are avail- 
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able in the appropriation for grants to States lor public assistance to 
permit the training of each and every individual in the State groups 
who needs such training. 


OFFICE OF THE COMMISSIONER 


SN ade Gaenianmnpeesainaae $342, 000 
nN 8 i ew ahstbdiieed 268, 500 
I I on i iewabuwcdbacetiinlinedé 337, 000 
NT i Stl ele ill 276, 000 
I a a re 337, 000 
ee ea Rl Ay TS nt A let eA A a ee a aes YS Set IN EAL 276, 000 
Ceeeemresee reaomimenanwen. oo eee eee he ees 337, 000 
seen Orne > bs. oss BA estes SUL Ee a Secs eS 276, 000 


The committee recommends approval of the full budget estimate 
allowed in its entirety by the House, a net increase of $2,500 over the 
1959 appropriation. 

This allowance will provide for continuation of the Office of the 
Commissioner at the same level as authorized in 1959 with 66 posi- 
tions, the small increase being required because of mandatory increased 
costs, 


OFFICE OF THE SECRETARY 


FFE MORIN ncancacnavesntoscctancesadadecsdamanbedee $1, 971, 000 
ee See. Bobi RI ds ob deed A 287, 000 
5060 Dedeet eninge 5. 6 Ss bhi nik ass ede 2, 151, 000 
NS I ih write 5 kins itd Si Reni die » timendined wats 318, 000 
chemin kd een mao 2, 061, 000 
TN = UI co cr ee aL whee 302, 500 
Committee recommendation oy 2 oo Sk es ede eee Sec kis 2, 061, 000 
me a i Se hd te ee 302, 500 


_ The committee recommends approval of the House allowance total- 
ing $2,363,500, a reduction of $105,500 from the budget estimate but 
an increase of $105,500 over the 1959 appropriation. 


OFFICE OF FIELD ADMINISTRATION 


Ree Serene bn ck oe pe decnadeackbes sboteewesscdddeasd $2, 557, 000 
Cer Cee eee os ee Bose see as ea 871, 200 
RECO ienntt Grates olde Ooze cb hw Secs ide 2, 735, 000 
I eo eee 926, 000 
Neen eee nn nT i miercmshrgeebsaaanaie 2, 735, 000 
Re eee kd. ee Ee ee di cdbeead 926, 000 
Committed tecemiiondaGion. 625... 6 seek hbk Ae 2, 735, 000 
I Gi teal 926, 000 


The committee recommends approval of the full budget estimate 
allowed in its entirety by the House, an increase of $232,800 over the 
1959 appropriation. This allowance provides $93,720 for mandatory 
increased costs and the balance for increased program items including 
11 new grant-in-aid auditors for workloads resulting from recently 
enacted legislation. 


OFFICE OF THE GENERAL COUNSEL 


DOG peer aiid casas ch hitter 3 dens Ket et ob ti pesnin cener dee $560, 400 
 * Repeiatcodsepa.. age ae re ae ee eee eee at 528, 400 
I EE cla we min ain nares aioe wail 619, 000 
Pa peeereres) Je tO UR Oe tee eee ie i ook dises 546, 000 
PeeeNOE UCL Oc. SASS ie lk eb ill Luk de 589, 700 
NN ie il er A NS oi cc cree eal tenn ube teen d idioma end 537, 200 
ING WIRIIOIIINRRN OR cn ee mamne wane 589, 700 
ES se ee te a aliomamudenehe aumaan eee 537, 200 
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The committee recommends approval of the House allowance, 
a decrease of $39,100 from the budget estimate but an increase of a 
like amount above the 1959 appropriation. 

The committee added a proviso to fix the rate of pay of the incum- 
bent General Counsel at that prescribed by the act of July 31, 1956, 
which fixed the compensation of the General Counsel of the Depart- 
ment at a figure equal to the salaries paid Assistant Secretaries of the 
Department. Another act approved the same day fixed the salary of 
solicitors and general counsels in general at $19,000. The General 
Counsel has been paid at the rate prescribed by the act cited for 3 
years. It appears that there may be some question as to his entitle- 
ment to that salary. The committee recommends that such salary 
be paid the General Counsel so long as the position is held by the 
present incumbent. 


Surptus Property UTInization 


BE ROOT ODTIRTION 5... 0'si ~ 03d jrailsces ttm nseldous cnibidapiyalaibase Rebate bneadiia: $687, 000 
ND RR EEA eae OP ML a ES 703, 000 
ey mOWONNO eg fo 6 2 i'n Shedd skeet Ba LS aS 703, 000 
Guamittes recommendation: ..u5 .scke swe sine. Bea. 703, 000 


The committee recommends approval of the full budget estimate 
allowed in its entirety by the House, an increase of $16,000 over the 
1959 appropriation. 


Wuite House ConrereNCE ON AGING 


I CII si sc cpti is nto as tli dd ras ac ganar ed aac tec ta $944, 000 
Dre catinnete. i. sie Be SA sa ces) eis 452, 000 
PE DAMON si. 5 isos > bwcmabutidh aes weedeses cous cst ord k 452, 000 
PELUOD SOORUMMNSNORTION q..«. «cnccsaddus svedgdsuaccdcaccccescces 452, 000 


The committee recommends approval of the full budget estimate 
allowed in its entirety by the House, a reduction of $492,000 from the 
1959 appropriation. 

This allowance will provide $121,017 for mandatory increased costs 
and $321,750 for new program items, offset by nonrecurring costs of 
$810,000 for grants to States and $3,750 for equipment. 


GENERAL PROVISIONS 
InpirE*T Costs or RESEARCH 


The bill includes this year as it did the last 2 years a provision: 


Sec. 206. None of the funds provided herein shall be used to pay any recipient 
of a grant for the conduct of a research project an amount for indirect expenses in 
connection with such project in excess of 15 per centum of the direct costs. 

The committee again heard a number of eminent witnesses repre- 
senting universities and research institutions regarding the adverse 
effects of this limitation on the fiscal structure of such universities 
and research institutions conducting research with funds granted by 
the Department. 

The committee recommends a limitation of 25 percent in lieu of 
that of 15 percent approved by the House. 
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ENTERTAINMENT OF FoREIGN OFFICiALS AND SCIENTISTS 


The committee recommends adoption of the following new section: 


Sec. 209. The Secretary is authorized to make available not to exceed $1,500 
from funds available for salaries and expenses under this title for entertainment 
not otherwise provided for of officials, visiting scientists, and other expert of 
other countries. 

This would vrovide for the Secretary comparable authority exist- 
ing for other branches of the executive branch of Government. 


AvaiLABiILity oF NIH Grants to SeLectreD HEW Hospitats 


The committee recommends inclusion of the following section, not 
in the bill for 1959, estimated for 1960, and omitted by the House: 

Sec. 210. Appropriations to the Public Health Service available for research 
grants pursuant to the Public Health Service Act shall also be available, on the 
same terms and conditions as apply to non-Federal institutions, for research 
grants to hospitals of the Service or to Saint Elizabeths Hospital. 

The adoption of this section would permit the making of research 
grants to St. Elizabeths Hospital and to the merchant marine hos- 
pitals on the same basis now obtaining with respect to non-Federal 
institutions. The possibility of productive research is as great in 
these Federal institutions as elsewhere and the Department feels 
that the conduct of research under such conditions would be most 
fruitful. 

AVAILABILITY OF Funp ror MEETING EXPENSES 


The committee recommends adoption of the following new section, 
in the bill for 1959, not estimated for 1960, and omitted by the House: 


Sec. 211. Appropriations under this title available for salaries and expenses 
shall be available for expenses of attendance at meetings which are concerned with 
the functions or activities for which the appropriation is made or which will 
contribute to improved conduct. supervision, or management of those functions 
or activities. 

The Department did not initially make a request for the continuance 
of this section inasmuch as authority was contained in the Government 
Employees Training Act for such use of funds. It was subsequently 
discovered that the substantive legislation did not cover commissioned 
officers of the Public Health Service. 


AVAILABILITY OF Funps ror RENTAL PAYMENTS 


The committee was requested by the Department to include in the 
bill a general provision reading as follows: 

Sec. 212. Appropriations under this title available for salaries and expenses 
shall be available for the payment of rent in the District of Columbia and 
elsewhere. 

The committee was advised that the Department under its 1960 
budget had a requirement of 245,825 net additional square feet of 
space, 203,143 in excess of that provided for in the General Services 
Administration 1960 budget. The additional program funds voted 
by the House would add 61,050 feet to the need, totaling 264,193 
square feet, to cost an estimated $713,000. 
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The request for the general provision was not allowed, although 
the need for the additional space was recognized by the committee. 
It is the responsibility of the General Services Administration to pro- 
vide space to the executive branch and to budget for funds for the 
purpose, a responsibility which is not being discharged. 


NATIONAL LABOR RELATIONS BOARD 


1959 appropriation $13, 256, 600 
1960 budget estimate 14, 230, 000 
pe. GUO ONOR sa « . 4 - si cn ewadbes Sedebe wi eslss oe eel 14, 230, 000 
Committee recommendation 14, 230, 000 


The committee recommends approval of -the full budget estimate, 
allowed in its entirety by the House, an increase of $173,400 over the 
1959 appropriation. 

For fiscal year 1959 Congress provided $3,115,000 above the budget 
estimate to enable the Board to handle cases in a more expeditious 
manner and to broaden its exercise of Federal jurisdiction to include 
coverage of labor-management problems of smaller business enter- 
prises and of the unions and individuals involved. 

The Board reports that both objectives have been attained. The 
increase contemplated for 1960 is for the most part attributable to 
annualization of positions occupied for only a portion of the full year 
in the current fiscal year. 


NATIONAL MEDIATION BOARD 


$1, 431 800 
1, 357, 000 
1, 357, 000 
1, 357, 000 

The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, a decrease of $74,800 under the 
1959 appropriation. 

The Board administers the Railway Labor Act and its primary duty 
is to mediate disputes between labor and management in the rail and 
air transport industries, comprising some 700 carriers and 1% million 
employees, concerning changes in rates of pay, rules, and working 


conditions. 
RAILROAD RETIREMENT BOARD 


1959 appropriation $9, 374, 300 
1960 budget estimate 9, 460, 000 
House allowance 9, 460, 000 


9, 460, 000 


The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, an increase of $85,700 over the 
1959 appropriation. The funds are derived by transfer from the 
railroad retirement account. 

The Board administers with these funds the railroad retirement 
system financed by employer and emplovee taxes, totaling 12 percent 
at present, the maximum authorized under the act. This system pro- 
vides annuities for age and disability and benefits for survivors. The 
number of persons on the rolls receiving monthly benefit payments 
was 708,000 in 1958 and is estimated at 738,000 and 764,000 in 1959 
and 1960, respectively. 
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FEDERAL MEDIATION AND CONCILIATION SERVICE 


SO TARO io ila sa als diem nn bene dem wdenenesnee $3, 878, 600 
Ee re NI oo oo hei icine nA wg ee a we elimepareriinelhie mia rdiiine 3, 949, 000 
STON an, Foe tons saceoneuneitanngen tien de ati 3, 905, 400 
Commmitbed POOOIIIRERGR as iis ei Eh ee cb idlelusccnswe 3, 949, 000 


The committee recommends the full budget estimate, an increase 
of $43,600 over the House allowance and $70,400 over the 1959 
appropriation. ‘These funds cover the administrative expenses of the 
Service which assists labor and management in mediation and pre- 
vention of disputes affecting industries engaged in interstate commerce 
and defense production other than air and rail transportation. 

The committee was advised that there has been a gradual reduction 
in the number of mediators, from 231, 4 years ago, to 210 at present, 
while the workload has increased consistently. The budget estimate 
contemplates the addition of eight a two mediators and six 
clerical workers. But the Service would be forced to drop five media- 
tor positions if the House reduction is sustained. 


INTERSTATE COMMISSION ON THE POTOMAC RIVER 
BASIN 

I tele = 2 Sh can do pan ccen «anegis ne diame hae $5, 000 

1960 budget estimate 

FRO BLOW ORER iiss cis b nba n dWaadesensk Reha 

Committee recommendation 


The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, the Federal Government’s contri- 
bution to the Commission toward administrative expenses. The 
Commission is a joint agency representing the States in the Potomac 
River Basin and the District of Columbia, organized to encourage 
cooperative efforts on pollution problems in the basin. 


U.S. SOLDIERS’ HOME 


108 COO OTIN OR «i. cccitcatn anctinde quahnetlanncknntahenwatia bus $5, 761, 300 
Re rr HII on neo ae Ped oto cc cid antame peenirand 10, 948, 000 
Sete OES er et Ua saanbocs dnoneecunnennawam 10, 948, 000 
Gosemitian fesommimmtations ) ou ou baw cus Pe eek ee ek ce 10, 948, 000 


The committee recommends approval of the full budget estimate, 
allowed in its entirety by the House, an increase of $5,186,700 over the 
1959 appropriation, consisting of $5,027,370 additional for capital 
outlay and $159,330 for increased operating costs. 

These funds are derived from the Soldiers’ Home permanent fund 
which consists of contributions from regular members of the Army and 
Air Force, court-martial pay stoppages or fines, and all forfeitures on 
account of desertion. 
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Calendar No.419 


86TH CONGRESS SENATE REPORT 
[st Session No. 426 





REVENUE BOND FINANCING BY TVA 


JuNrE 23, 1959.—Ordered to be printed 


Mr. Kerr, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany H.R. 3460] 


The Committee on Public Works, to whom was referred the bill 
(H.R. 3460) to amend the Tennessee Valley Authority Act of 1933, 
as amended, and for other purposes, having considered the same, 
report favorably thereon, with amendments, and recommend that the 
bill as amended do pass. 

The amendments are indicated in the bill as reported by linetype 
and italic. 

PURPOSE OF THE BILL 


The purpose of H.R. 3460 is to authorize the Tennessee Valley 
Authority to issue and sell revenue bonds, in an aggregate amount not 
to exceed $750 million outstanding at any one time, to assist in financ- 
ing needed additions to its power system. Proceeds of the bonds could 
be used for construction, acquisition, enlargement, improvement, or 
replacement of any plant or other facility used for the generation or 
transmission of electric power or in connection with lease-purchase 
transactions, within a specified area. Such bonds would not be obliga- 
tions of nor guaranteed by the United States. The principal of and 
interest on such bonds would be payable solely from TVA’s power 
revenues, and TVA would be directed to charge rates for power suffi- 
cient to cover debt service on the bonds, as well as other expenses, 
and pay a return to the Treasury on the appropriation investment and 
also a repayment of $1 billion of said appropriation investment. The 
bill also contains a geographic limitation on the area within which 
TVA power can be distributed, and includes provisions for submission 
and transmittal of the TVA power construction program to the Con- 
gress; for review of the proposed bond issues by the Secretary of the 
Treasury, and for the necessary administrative authority for the TVA 
Board to carry out the provisions of the TVA Act, including annual 
and audit reports. 
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NEED FOR THE LEGISLATION 


There have been no funds appropriated for initiation of construction 
of new generating capacity by TVA since 1953. During this period, 
TVA has constructed a number of additional units at existing plants 
by use of power revenues, but such revenues cannot provide adequate 
funds to provide the required facilities to meet the normal growth. 

In the President’s budget message for fiscal year 1956, it was stated: 


The Tennessee Valley Authority is giving immediate atten- 
tion to the possibilities of financing further expansion of its 
power system by means other than Federal appropriations. 
The Authority has been requested to complete its studies in 
time to permit consideration by the Congress at this session 
of any legislation that may be necessary. It is expected that 
the power needs for the system will be reexamined after the 
Congress has had an opportunity to consider legislation to 
provide for future financing. 


Similar statements have been included in each budget message since 
1956. A pertinent passage from the budget message of the President 
for fiscal year 1960 is as follows: 

I again urge the Congress to take action early in this session 
to authorize the sale of revenue bonds by the Tennessee Val- 
ley Authority in order that the Authority may meet its needs 
for new generating facilities. Under such legislation the Con- 
gress would retain budgetary control of the program. This 
budget includes a supplemental authorization for fiscal 1959 
for $200 million under the proposed revenue bond legislation. 


The committee was advised by the Chairman of the TVA Board 
that the power requirements are now growing at a rate of about 12 
percent annually. A shortage of power capacity of about 600,000 
kilowatts is anticipated during the winter of 1961-62, which shortage 
will reach about 1 million kilowatts by the following year, with allow- 
ance made for the generating capacity the Corporation is able to 
finance with available power revenues. The supplemental estimate 
of $200 million mentioned in the President’s budget estimate for 1960 
was anticipated for new electric generating capacity of at least 1 
million kilowatts. 

The TVA is the sole supplier of electric power for an area of about 
80,000 square miles in which over 5 million people live and work. The 
presently installed capacity is 10,800,000 kilowatts, which produces 
in excess of 60 billion kilowatt-hours of electricity annually. About 
one-third of the power installation is reserved for installations of the 
Atomic Energy Commission, and approximately 52 percent of the 
energy is sold to Federal agencies including the Atomic Energy Com- 
mission. TVA power is sold to 152 distributors, 99 municipal, 51 
cooperative, and 2 small privately owned systems, and serves directly 
some industrial plants. Residential and farm use of power in the area 
has increased rapidly, primarily due to heating about 200,000 homes 
exclusively by electricity, about half the total so heated for the Nation. 
The municipal and cooperative distributors have a total of about 
1,500,000 home, farm, commercial, and industrial consumers. 
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REVENUE BOND FINANCING BY TVA 3 


Authorization of some means for TVA to finance the needed addi- 
tional power capacity to fulfill its obligations to supply the area with 
dependable power is essential. 


HEARINGS 


A number of bills providing for issuance of revenue bonds by TVA 
to finance needed additions to its power system were introduced in 
both the 84th and 85th Congresses. Extensive hearings on such legis- 
lation were held by subcommittees or the full membership of both the 
House and Senate Committees on Public Works. These included: 

1. Senate hearings in the 84th Congress, held on July 21, 22, and 
97, 1955, on S. 2373. 

2. House hearings in the 1st session of the 85th Congress, held on 
March 28 and 29, April 1, 2, 3, and 5, and May 6 and 7, 1957, on 
H.R. 3235 and H.R. 4266. Following these hearings the committee 
favorably reported H.R. 4266. 

3. Senate hearings in the Ist session of the 85th Congress, held on 
April 30 and June 6 and 7, 1957, on S. 1855, S. 1869, S. 1986, and S. 
2145. Following these hearings, S. 1869 was favorably reported by 
the Senate Public Works Committee with amendments, and after 
adoption of additional amendments on the Senate floor, was passed 
by the Senate. 

4. House hearings in the 2d session of the 85th Congress, held on 
July 28, 29, and 30, 1958, on S. 1869. Following these hearings, S. 
1869 was favorably reported by the committee but not acted upon by 
the House prior to adjournment of the 85th Congress. 

5. Hearings on the present bill, H.R. 3460, were held by the House 
Committee on Public Works on March 10 and 11, 1959, and by the 
Senate Committee on Public Works on S. 931 and H.R. 3460, on 
June 9 and 10, 1959, to afford proponents and opponents of the pro- 

sed legislation a full opportunity to restate their views and to 
elieriae new members of the committees with the background and 
provisions of the proposed legislation. 


AMENDMENTS 


The committee recommends certain amendments to H.R. 3460. 
An outline of the proposed amendments follows. They are discussed 
more fully in other portions of this report. 

The provisions of the bill relative to establishment of a limitation 
on the area within which TVA power could be supplied, as passed by 
the House of Representatives, were modified to require specific 
authorization by Congress for sale of power to any additional city 
having a 1950 population in excess of 10,000, or which would increase 
the area for which the Corporation was the primary souce of power 
supply on July 1, 1957, by more than 2% percent or 2,000 square 
miles, whichever is the lesser. Three communities, Fulton and 
Monticello, Ky., and Oak Ridge, Tenn.; the naval auxiliary air 
station in Lauderdale and Kemper Counties, Miss., and the rural 
customers of the East Mississippi Electric Power Association in its 
present service area, were added to the communities specifically 
exempted from the limitation on territorial expansion, and the area 
of such exempted communities are not to be included in the 2% percent 
or 2,000 square miles allowable expansion of the present service area. 
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The Atomic Energy Commission was added to the provision to 
permit TVA to transmit power to the Department of Defense or any 
agency thereof on certification by the President that an emergency 
need for such power exists. 

The requirement that expenditure of bond proceeds be subject to 
the so-called Buy American Act was deleted as being unnecessary, 
Provisions relative to submission of the TVA power construction 
program to the Congress and its approval, was substituted for the 
notification and approval by project provisions in the House bill. 

The provision exempting the inclusion of the proceeds and bonds 
of TVA in computations of receipts, expenditures, surpluses or defi- 
cits in the annual budget, except for the amounts budgeted by the 
Corporation as a return on the appropriation investment and reduction 
of said investment, was deleted from the bill. 

The provisions relative to approval of proposed TVA bond issues 
by the Secretary of the Treasury were deleted and additional provi- 
sions substituted therefor. These would require the Corporation to 
advise and consult with the Secretary of the Treasury on the details 
of a proposed bond issue, with the time of issuance and the maximum 
rate of interest to be borne by the bonds subject to approval by the 
Secretary of the Treasury. If the proposed issue of bonds is not 
approved within 3 working days, the Corporation could issue interim 
obligations in the amount of the proposed issue to the Treasury and 
the Treasury is directed to purchase such interim obligations. In 
case the Corporation determines that a proposed issue of bonds can- 
not be sold on reasonable terms, interim obligations could be issued 
to the Secretary of the Treasury with a limitation of $150 million 
on the interim obligations outstanding at any one time, to mature on 
or before 1 year from date of issue, and bear interest equal to the 
average rate on outstanding short-term obligations of the United 
States. If agreement is not reached within 8 months on a proposed 
bond issue, the Corporation could seil such bonds, without approval 
of the Secretary of the Treasury, in an amount sufficient to retire the 
interim obligations. 

Provisions were deleted which would exempt the TVA from the 
Government Corporation Contro] Act relative to the authority for 
investment and deposit of the proceeds of the Corporation’s bonds 
and other funds. 

The House bill provided for a repayment to the Treasury of the 
sum of $10 million annually to be applied to reduction of the appro- 
priation investment in the Corporation’s power facilities. The com- 
mittee proposes amending that provision to provide for a repayment 
of $10 million annually for each of the first 5 years, $15 million for 
each of the next 5 vears, and $20 million for each year thereafter until 
a total of $1 billion of the appropriation investment has been repaid. 

The provision for use of power revenues for additional reduction of 
the appropriation investment as considered advisable by the Board 
was clarified. 

The provision for the Corporation to perform engineering and con- 
struction work in connection with the lease, pure hase, 0 r purchase of 
the output of a generating plant other facilities, was clarified as 
applicable only te such necessary work of this nature. 

The committee has added a new section to H.R. 3460 which amends 
section 5(m) of the TVA Act, to repeal the prohibition against the 
sale of ferrophosphorus for export. 
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DiscussiIoNn 


The committee is fully cognizant of the situation relative to the 
preblem of power supply to meet the growing needs of the Tennessee 
Valley area. Electricity has become a necessity in our modern econ- 
omy, and the progress of any region depends upon an adequate 
supply thereof. The TVA area is no exception. It is one of the 
fastest growing regions in the country today, with a rapid shift in 
emphasis from an agricultural area to an important and expanding 
industrial region. Its power needs are increasing ac cordingly. Unless 
construction of new generating capacity is undertaken in the near 
future, inadequate capacity and power shortages will result. 

The major factor in the power generation demands on the TVA 
system has been the growth of power loads for defense installations. 
Homes and farms need more power as its use is increasing rapidly. 
Expanding industrial development will also increase the demand for 
electricity. 

In 1939 the Congress enacted legislation authorizing TVA_ to 
purchase the facilities owned by private power systems in the Ten- 
nessee Valley region. By this action, the Federal Government 
assumed the responsibility, for supplying the power needs of the area. 
Relying upon this commitment, many cities, rural electric coopera- 
tives, and large industries, many of the latter important to national 
defense, have invested hundreds of millions of dollars in distribution 
facilities and manufacturing plants in the expectation that a prudent 
management would supply such increasing amounts of power as the 
economy of the region demands. 

By 1940, TVA had completed or had under construction most of 
the economically feasible hydroelectric installations. The increasing 
power demands created by World War II, particularly Government- 
owned atomic energy installations, necessitated additional power 
facilities to care for the increased power demands. To meet these 
demands required additional appropriations and the use of power 
revenues to finance the expansion of power-production facilities. 

Information furnished the committee indicated that the demand 
for electricity in the TVA area is increasing by about 750,000 kilo- 
watts annually, exclusive of possible additional requirements of 
Government agencies. An expenditure of about $150 million per 
year is required to provide capacity for this increased demand. 
Congre ss has provided no appropriations for 6 years to finance the 
initiation of new generating plants for TVA. In the meantime, 
TVA has been expanding existing plants by use of available power 
revenues. The lack of funds from appropriation sources raises serious 
doubts as to whether TVA can fulfill its commitment in providing 
an adequate supply of power to the area. Since new generating 
capacity takes about 3 years to build under normal schedules, the 
present rate of growth indicates that a serious power r shortage will 
develop unless construction of additional capacity begins in the near 
future. 

The power revenues of TVA will not provide sufficient capital to 
meet the full needs of the power requirements, and TVA must look 
to other sources of funds to relieve the prospective power shortage 
and prevent retardation of the present rapid economic growth. 
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The most practicable method of financing the necessary improvements 
is believed to be by use of proceeds from the sale of revenue bonds, 

Legislation to permit TVA to finance new power facilities by sale 
of revenue bonds has been pending before the Congress for more 
than 4 years. Such procedure has been recomme nded by the TVA 
Board, the Bureau of the Budget, and others, and has been advocated 
in the last five budget messages of the President. The problem before 
the committee was to determine the most practicable method of 
providing the TVA Board, as the manager of a large Federal power 
project, with the authority and flexibility necessary for proper dis- 
charge of its responsibility toward the economic development of the 
area, while fully protecting the Federal investment and _ retaining 
adequate congressional control over TVA operations. 

H.R. 3460 authorizes the use of bond proceeds as may be required in 
connection with the lease or lease purchase of any electric plant or 
facility, and permits TVA to provide certain necessary services as a 
means of assuring that such plants would be constructed economically 
and to standards that would fit such facility into the TVA power 
system, and which might be needed for such construction to be 
feasible. It also includes needed provisions to avoid duplication of 
tax and in-lieu tax payments to State and local governments on 
facilities operated under lease or lease-purchase arrangements. 

The committee believes that such a procedure offers a possibility 
of acquiring a plant financed with funds provided by a local agency, 
If such a plant is to become a part of the TVA power system, and 
VA is to ultimately bear all the costs, the Corporation should be in 
a position to influence selection of a site, the plant design, the 
engineering characteristics, and be assured of the efficiency and econ- 
omy of construction just as if the plant were constructed by TVA. 

H.R. 3460 exe mpts the proceeds of TVA bonds and power revenues 
from the apportionment provisions of existing law. The primary 
purpose of the apportionment procedure is to prevent anticipation of 
appropriations. The committee does not believe this procedure 
should be applicable to programs financed by the sale of revenue 
bonds. 

The committee understands that all purchases by the TVA are 
subject to the provisions of the so-called Buy American Act, and has 
deleted certain language applicable to that act from H.R. 3460, with 
the expectation thatTVA will continue to follow existing rules and 
regulations thereto, with the application of the appropriate cost 
differential to proposals for such purchases. 

The committee believes that the TVA Board would not be reckless 
in utilizing the authority to provide additional service, which actually 
amounts to less than 1 mile around the periphery of the present area 
in which TVA power is used, and would properly use such authority 
to supply isolated communities and contiguous areas, extension into 
rural areas and expanded municipal areas, and minor necessary 
adjustments around the periphery and within the area in which power 
is now supplied. 

H.R. 3460, with the amendments proposed by the committee, does 
not change the basic administrative premise of the TVA Act. The 
TVA Board will continue to be held fully responsible by the Congress 
for the results of its operations, and it will have corresponding ad- 
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REVENUE BOND FINANCING BY TVA 7 


ministrative authority in the discharge of this responsibility. The 
actions of the Board will be subject to annual review by the Congress. 
During its consideration of the various bills before it, the committee 
ave particular attention to certain features of the proposed legislation 
a catter discussed. 
APPROVAL OF PROJECTS 


The committee considers that approval of H.R. 3460 by the Congress 
constitutes authorization for the Corporation to issue the entire 
amount of $750 million in revenue bonds, without the necessity of 
additional authorization by Congress on a piecemeal basis. It is 
not believed that the adoption of this limitation will impair the 
marketability of the bonds. Barring unforeseen circumstances, it 
will be 4 or 5 years before the limitation is reached. Consideration 
can then be given by the Congress to raising the ceiling if required 
to meet the growth in the area’s power needs well in advance of the 
time it is needed. 

The amendment proposed by the committee provides that in the 
budget estimates transmitted by the President to the Congress, 
either the regular annual budget estimates or supplemental estimates 
that may be transmitted from time to time, shall include the TVA 
power construction program as presented to him and recommended 
by the Corporation, together with any recommendations or com- 
mentshe may deemappropriate. Neither bond proceeds nor power rev- 
enues of the Corporation could be used to initiate construction of new 
power producing projects until the construction program of the Corpora- 
tion has been before Congress in session for 90 calendar days, except 
for replacement purposes and except for the first such project on 
which construction is initiated after the effective date of this act. 
This will permit the use of funds for emergency or desirable replace- 
ments, and for initiation of construction of the first new power pro- 
ducing project under the revenue bond financing program this year 
without waiting for the time to elapse for the proposed program to 
lie before Congress. 

In the absence of any action by a concurrent resolution of the 
Congress within the 90-day waiting period, modifying the power 
construction program as submitted by the Corporation, such projects 
would be deemed to have Congressional authorization and approval. 
This procedure would permit consideration by the appropriate legis- 
lative committees of Congress, and is believed to assure adequate 
Congressional review and control. The committee expects the TVA 
Board to keep the President and the Congress informed on their 
power producing activities at all times, and advised of their antici- 
pated power construction program as far in advance as possible. As 
used in this section, the term ‘‘projects” is considered to mean a com- 
dlete plant, and not an addition to an existing plant, as the existing 
aw permits construction of additions to existing projects with available 
power revenues, and those provisions are not changed. 


TERRITORIAL LIMITATION 


Under the original TVA Act, Congress provided that the area in 
which TVA power should be made available would be determined, 
first by the desire of the people, and second by the economic and 
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engineering feasibility of providing service. The term “service area” 
is a nebulous one and difficult to define. TVA now has no service 
area as such. TVA delivers powers to points, thus the service area of 
TVA is the service area of its customers. Although there has been 
no statutory boundary established, there has been no material increase 
for about 15 years in the area supplied by power from TVA. It was 
generally agreed by many that the working arrangement that now 
exists with respect to this area was satisfactory and no area limitation 
was required. Others believed, however, that the stabilization area 
should be defined and limited by law. 

The bill, S. 1869, which passed the Senate in 1957, contained for 
the first time an effort to draw a rigid statutory boundary around 
TVA power operations, meeting the fears of TVA expansion, while at 
the same time preserving sufficient flexibility to permit normal periph- 
eral adjustments without requiring individual legislative action. The 
provisions greatly reduced the area within which communities might 
make application for power service, but caused considerable contro- 

versy with many contentions that the bill would have invited a large 
expansion of the TVA service area. 

The committee recognizes the problems inherent in an attempt to 
establish a rigid boundary for limitation of power service. The House 
evidently encountered these problems also and included several ex- 
emptions in H.R. 3460. Spec ific problems of individual communities 
were brought to the attention of the committee and several additional 
exemptions were included. Passage of the bill would not require 
these communities to complete their efforts to receive power from 
TVA. The exemptions save to those communities the right and 
opportunity they have under existing law and which they were believed 
to be in the process of exercising. 

The committee believed it desirable to authorize minor adjustments 
in area, to permit elasticity and adjustment in an attempt to eliminate 
certain problems, and to obviate the necessity of coming back to 
Congress for each slight adjustment or change, as by extension of lines 
by a distributor of TVA power. The proposed amendment would 
permit an increase of the lesser of 2% percent or 2,000 square miles, 
of the area served with power by the TVA on July 1, 1957. The 
committee believes that this provision would permit minor adjust- 
ments within, and around the periphery of, the TVA area, permit 
cities to serve contiguous or expanded areas, and enable rural coopera- 
tives to serve new rural customers within the general area which they 
now serve. The delivery points for TVA customers are subject to 
change in accordance with the requirements of the distributor. The 
contracts under which TVA sells power to distributors do not limit 
the areas in which those distributors may sell power, thus only a few 
of the distributors have a legally defined service area. The area where 
each distributor sells power is determined by community growth and 
the re lationship between neighboring distributors. Within the general 
area receiving TVA power there are small areas served by private 
power entirely surrounded by the lines of TVA distributors. There 
are also many areas in which the lines of distributors of TVA power 
and the lines of private power companies are interlaced. 

The committee was of the opinion that the language of the House 
bill would invite litigation any time that a distributor of TVA power 
understood service to a new customer, even within the general area 
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it was already serving. Even if such litigation were eventually re- 
solved in an equitable manner, its existence could raise serious prob- 
lems in the marketing of the bonds by TVA. 

The committee is opposed to any provision that would limit the 
freedom of TVA and neighboring power systems to enter into mutually 
desirable arrangements for the interchange of power. The limitation 
on TVA taking on as a new customer any city with a population of 
over 10,000 will protect the general load centers now served by private 
companies about which much apprehension has been expressed to the 
committee. It is also intended that existing contracts, including 
those to defense installations, will not be affected by the provisions 
of this section. 

In summation, the committee believes that H.R. 3460, as amended, 
is satisfactory and equitable insofar as the territorial restrictions is 
concerned. It will permit desirable minor adjustments on the peri- 
phery of the area presently supplied and within that area; prevent 
service to additional cities with a population in excess of 10,000; 
protect the rights of certain communities to choose their power supply ; 
protect the areas now being served by private utilities; preserve exist- 
ing contracts, interchange arrangements, and power supply to defense 
installations; and reduce the possibility of litigation and confusion 
arising from ambiguous terms. It further believes that the TVA 
Board will use extreme caution in extension of service as authorized, 
would not encroach on other communities now served by private 
enterprise. 


APPROVAL OF IssuANCE OF TVA REVENUE BonDs BY THE TREASURY 


H.R. 3460 as passed by the House exempts TVA revenue bonds from 
the requirements of approval by the Secretary of the Treasury as to 
interest rates, terms, and other conditions as provided under the 
Government Corporation Control Act. Under the House bill, the 
Secretary of the Treasury would be consulted by TVA with respect 
to a proposed bond issue, and he could hold up the issuance and sale 
of the proposed bonds for a period up to 90 days. The committee 
deleted the provisions relating to approval by: the Secretary of the 
Treasury, as they were considered unrealistic in operation and a 
definite limitation on timing of bids or negotiations on TVA bond issues 
by the Corporation. 

The committee proposes substitute language providing for advice 
and consultation between the Corporation and the Secretary of the 
Treasury, with the bond issue subject to approval by the Secretary 
only as to time of issuance and the maximum rates of interest to be 
borne by the bonds. It provides a te mporary means of financing the 
authorized power program of TVA if the Secretary does not approve 
a proposed issue of TVA bonds, or if the TVA determines that a pro- 
posed issue of bonds cannot be sold on reasonable terms. 

In case the Secretary of the Treasury does not approve a proposed 
issue of bonds within 3 working days of its submission to him for 
approval, he would be directed, if requested by the TVA, to purchase 
interim obligations of TVA in the amount of the proposed issue. In 
case the Corporation determines that a proposed bond issue cannot 
be sold on reasonable terms, the Secretary is authorized to purchase 
interim TVA obligations. The total amount of such interim obliga- 
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tions purchased and owned by the Treasury would be limited to $156 
million, the maturity date of such obligations could not exceed 1 Vear, 
and the interest rate would be determined by the average interest rate 
paid by the Treasury for obligations of comparable maturities. Tf 
agreement is not reached within 8 months concerning the issuance of 
any bonds which the Secretary has failed to approve, the Corporation 
may sell such bonds on any date thereafter, without approval by the 
Secretary, in an amount sufficient to retire the interim obligations 
issued to the Treasury, and such interim obligations will be retired 
from the proceeds from such bonds. 


PAYMENTS TO THE TREASURY 


H.R. 3460 repeals the last three paragraphs of the TVA item in the 
Government Corporations Appropriation Act, 1948. The first of 
these deleted paragraphs contain the provisions for payments to the 
Treasury by the TVA, beginning on June 30, 1948, of necessary 
amounts to total $348,239,240 over a 40-vear period, and the out- 
standing bonded indebtedness to the Treasury. The second deleted 
paragraph required TVA to pay into the Treasury within 40 years 
after a power facility goes into operation an amount equal to the 
appropriated funds invested in such facility. 

In lieu of these deleted paragraphs, the bill requires TVA to make 
two types of payments to the Treasury. The first is a semiannual 
return on the appropriation investment based on the Treasury’s 
current average cost of money. Approximately $1,200 million invest- 
ment in the TVA power system supplied by appropriations and trans- 
fers of property from other agencies is outstanding. This return is in 
the nature of an annual dividend to the Government as the owner of 
the Corporation, and will be much larger than the annual amount 
now necessary to amortize the cost of power facilities in 40 vears. 
These payments represent only a part of the actual earnings by the 
Government on its investment. Over the vears, TVA earnings have 
been sufficient to cover operation and maintenance, depreciation, and 
to provide an average return of about 4 percent on the total invest- 
ment. That portion of the earnings which has not been paid into the 
Treasury has been reinvested in new power facilities. As a result, 
the TVA power system is now a Government asset of much greater 
value than the net amount of the appropriation investment. The 
return payments will not reduce the appropriation investment, but 
will continue to be made as long as there is an appropriation invest- 
ment in the TVA power system. Such payments will insure that the 
Treasury will have no carrving change on this investment since 
TVA’s annual payments on it as a return will always be equal to the 
Treasury’s current interest cost, determined by applyi ing the computed 
average interest rate pavable by the Treasury on its total marketable 
obligations as of the beinning of the fiscal vear in which the payment 
is made to the appropriation investment. 

The second payment required under H.R. 3460 is a repayment to the 
Treasury bv the TVA of not less than $10 million per vear for each of 
the first 5 fiscal vears, $15 million for each of the next 5 fiscal vears, 
and $20 million for each fiscal vear thereafter, such repayments to be 
applied to reduction of the appropriation investment until a total of 
$1 billion has been repaid. These repayments will reduce the appro- 
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priation investment by $1 billion in about 54 years, which is the 
approximate time period for repayment of similar Federal projects 
financed by appropriations. There would remain a relatively small 
amount of appropriation investment in the TVA power system, which 
would represent, together with the reinvestment of power, revenues, 
the equity of the Federal Government in the System. The committee 
believed it advisable to retain some Federal equity in the assets of 
the Corporation. The Government is the owner and sole stockholder 
of TVA, and will own the equity built up by the earnings of the 
Corporation. The existing power facilities built from appropriations 
and reinvestment of earnings will produce revenue for making these 
returns to the Treasury and also for assisting in the debt service on 
revenue bonds used for construction of additional power facilities. 
The bondholders would have a prior claim on the earnings of the 
Corporation, but the Government, as owner, would control the 
Corporation and own the equity built up by earnings. The bill 
provides the Government and the bondholders insurance against loss 
by the requirements for rate charges for power and reinvestment 
provisions. Payments to the Treasury may be deferred for not more 
than 2 vears in event of drought or other features beyond the control 
of the Corporation. 


INVESTMENTS AND DEPOSITORIES 


The committee deleted a provision of H.R. 3460 with respect to the 
authority for investment and deposit of the proceeds of the Corpora- 
tion’s bonds and its other funds. The provision specified that invest- 
ment and deposit might be made notwithstanding the provisions of 
section 302 and section 303 of the Government Corporation Control 
Act. The pertinent parts of sections 302 and 303 of that act require 
the approval of the Secretary of the Treasury (1) to the deposit of 
funds of a Government corporation with a Federal Reserve bank or 
with a bank designated as a depositary or fiscal agent of the United 
States, and (2) to the sale or purchase by a Government corporation 
at one time of direct or guaranteed obligations of the United States 
aggregating more than $100,000. The committee deems it advisable 
that the deposit and investment of the proceeds of the Corporation’s 
bonds and other funds be subject to the approval of the Secretary of 
the Treasury in these two respects, and has therefore deleted the ex- 
ceptions from the Government Corporations Control Act in this regard. 

It is the belief of the committee that investment of the proceeds 
from the sale of bonds by the TVA in guaranteed obligations of the 
United States until needed for disbursement would be a sound pro- 
posal. With the approval of the Secretary of the Treasury, TVA 
could invest any amount of their funds at any time in Government 
bonds, and not be limited to $100,000 purchased at one time. When 
the depository for funds of a Government corporation is approved by 
the Secretary of the Treasury, he can demand collateral for their 
security, 

It is the intent and hope of the committee that there will be the 
fullest spirit of cooperation in these matters between representatives 
of the Treasury Department and the Tennessee Valley Authority, to 
the benefit of all concerned. Representatives of the Treasury Depart- 
ment assured the committee of their cooperation. 
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IncLusion oF TVA OPERATIONS IN THE FEDERAL BupDGeErT 


The committee has deleted language from H.R. 3460 which would 
exempt inclusion of the power expe ‘nditures and power receipts of the 
TVA in the computation of receipts, expenditures, surpluses, or 
deficits in the annual budget of the Federal Government. At the 
present time such receipts and expenditures of all wholly owned 
Government corporations are shown in order to reflect the overall 
financial requirements of the Federal Government. These include 
power receipts and expenditures of TVA and the payments to the 
Treasury by the Corporation. The bill does not change the status of 
TVA as a wholly owned Government Corporation, in which there is a 
considerable Federal investment. The committee is of the opinion 
that with the acquisition of capital from the sale of revenue bonds, 
which are not obligations of nor guaranteed by the United States, the 
TVA is placed in a different category than other wholly owned 
Government corporations. Expe nnditure by TVA of the proceeds of 
bonds which are not guaranteed by the United States and of power 
revenues will not add in any way to the burden of taxpayers or of the 
the Treasury, and the committee therefore believes, and so recom- 
mends to the Bureau of the Budget, that the source of funds and 
details on the revenue bonds, be properly identified in the budget, in 
order that expenditure of bond proceeds not be reflected as a net 
budget expenditure. 


SALE OF FERROPHOSPHORUS FOR EXPporRT 


Ferrophosphorus is an unavoidable byproduct of the production of 
phosphorus by the electric furnace method. TVA produces about 
10,000 long tons of ferrophosphorus per vear, of which approximately 
8,000 tons contain 23 to 26 percent phosphorus and 2,000 tons contain 
less than 23 percent phosphorus. TVA sells some of the higher grade 
material to domestic steel producers, but there is no domestic market 
for the lower grade ferrophosphorus. Steel producers in Belgium and 
Luxembourg, however, use the low grade material in the production 
of steel, and in the years 1950 to 1953 TVA sold 29,000 long tons of 
ferrophosphorus in Belgium and Luxembourg, for which it obtained 
$1,144,880. 

Under the authority of the original TVA Act, the Corporation was 
authorized to sell its products to allied countries during World War IL. 
For a brief period after the state of war was terminated, temporary 
legislation permitted TVA to sell its products to nations associated 
with the United States in defense activities. This latter authority 
expired on April 1, 1953, and since that date, TVA has been prohibited 
ov law from selling any of its products for export. 

For some time after April 1, 1953, the price of ferrophosphorus for 
foreign consumption declined. The price of low-grade ferrophos- 
phorus has recently risen again, and is now approximately $35 per 
long ton. The committee was advised that TVA has accumulated a 
stockpile of over 30,000 long tons of low-grade ferrophosphorus worth 
over $1 million for sale in the foreign markets. Low-grade ferro- 
phosphorus can make no contribution to the domestic economy and 
serves to create a storage problem and additional expense for TVA. 
It is, however, suitable for use in the steelmaking processes of friendly 
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European countries, and if permitted to sell it, TVA could derive 
substantial revenues and at the same time make a contribution to the 
economy of Western Europe. This provision is approved by the 
committee with the understanding that any export of fe ‘rrophosphorus 
will be limited to that surplus to- the needs within the United States, 
its Territories and possessions, that such export will be made only to 
friendly nations, in accordance with existing law, and will not inter- 
fere or violate any of our international trade agreements. mae 
tatives of the Department of State advised that they would offer 1 
objec tion to the amendment under those terms, and under the follow. 
ing provisions of Public Law 520, 79th Congress: 


Section 3(e) * * * No such disposition shall be made 
until six months after publication in the Federal Register and 
transmission of a notice of the proposed disposition to the 
Congress * * *. 

* * * The plan and date of disposition shall be fixed with 
due regard to the protection of the United States against 
avoidable loss on the sale or transfer of the material to be 
released and the protection of producers, processors, and 
consumers against avoidable disruption of their usual 
markets: * * *, 


CONCLUSIONS AND RECOMMENDATIONS 


The committee concludes that H.R. 3460, as amended is an excel- 
lent bill which presents a fair, equitable, and workable solution to the 


problem of financing the future power needs of the Tennessee Valley 
area, and that its enactment would provide TVA with an additional 
source of funds with which to construct the necessary facilities re- 
quired to keep pace with such needs, under provisions that will per- 
mit TVA to operate efficiently with flexibility and under adequate 
congressional review. The measure fully protects the interests of the 
Federal Government as the owner of the TVA system and is consistent 
with and will advance the attainment of the objectives of the TVA 
Act. 


The committee recommends and urges enactment of this legislation. 
PrP eo 


SUMMARY AND ANALYSIS OF BILL 


Section fF. re pe ale r cla Use 


The repealer clause of the first section of H.R. 3460 repeals the last 
three paragraphs of the Tennessee Valley Authority item in title II 
of the Government Corporations Appropriation Act of 1948. The 
first two of these repealed paragraphs contain the present 40-year 
payment plan under which TVA is required to pay into the Treasury 
within 40 years, until a certain sum of appropriation investment and 
bonded indebtedness is repaid, and in addition an amount equal to 
the appropriated funds invested in a power facility within 40 years 
after such facility goes into operation. The third of the repealed 
paragraphs prohibits the use of power revenues to begin construction 
of a new power-producing project, as distinguished from the addition 
of new units at existing plants, without prior expressed congressional 
approval. 

Subsection 15d(e) requires TVA to make two types of payments to 
the Treasury in lieu of the repealed provisions. 
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Section 1 also amends the Tennessee Valley Authority Act of 1933, 
as amended, by inserting immediately after section 15c thereof a new 
section 15d comprised of subsections (a) through (h) 


Subsection 15d(a) 


This subsection contains a general authorization for the TVA to 
issue and sell bonds, notes, and other evidences of indebtedness in an 
amount not exceeding $750 million outstanding at any one time to 
assist in financing its power program, and to refund such bonds. The 
Corporation is authorized to use the proceeds from such bonds for 
the construction, acquisition, enlargement, improvement, or replace- 
ment of any generating or transmission facility, including that portion 
of any multiple-purpose structure used or to be used for power genera- 
tion; or for any expenditures required in connection with a lease, 
lease-purchase agreement, or a contract to purchase the power output 
of any plant or other facility and for incidental purposes. Unless 
specifically authorized by act of Congress, TVA could make no con- 
tracts making it the primary source of power to any additional city 
having a 1950 population in excess of 10,000, or which would increase 
the area in which TVA power was supplied on July 1, 1957, by more 
than 2% percent or 2,000 square miles, whichever is lesser. The 
subsection further provides that nothing contained therein shall pre- 
vent continued service to Dyersburg and Covington, Tenn., to which 
TVA began supplying power after July 1, 1957; service to Paducah, 
Princeton, Glasgow, Fulton, and Monticello, Ky.; Chickamauga and 
Ringgold, Ga.; Oak Ridge and South Fulton, Tenn.; the Naval 
Auxiliary Air Station in Lauderdale and Kemper Counties, Miss.; 
rural customers in the area now served by the East Mississippi Electric 
Power Association; and transmission of power to the Atomic Energy 
Commission and to the Department of Defense on certification by the 
President that an emergency defense need for such power exists. 
Nothing in the act would affect the present rights of the parties in 
any existing lawsuits involving efforts of towns in the same general 
area where TVA power is supplied to obtain power from TVA. 

The proposed bonds would be revenue bonds and not general obli- 
gations of the TVA or the United States, with principal and interest 
payable solely from net power proceeds. These proceeds to which 
the bondholders must look for payment of principal and interest, are 
defined as the gross revenues derived from the sale of power, less 
operating, maintenance, and administrative expenses, including an 
allocated part of the cost of operating multiple-purpose properties, 
and payments to States and counties in lieu of taxes under section 13 
of the TVA Act, but before deducting depreciation c harges, and would 
include funds derived from any sale of power properties, and reserve 
or other funds set up under bond contracts, in accordance with appli- 
cable bond covenants for debt service on the bonds. The net power 
proceeds as defined may be used for the payment of principal and 
interest on bonds, the purchase or redemption of bonds, and for 
incidental purposes such as creation of reserve funds or other funds, 
as deemed desirable. The TVA would be authorized to make such 
covenants with the bondholders or trustees as deemed necessary or 
desirable to make the bonds more marketable. 

The proceeds from bonds may be expended for specified purposes, 
including the addition of generating units to existing power-producing 
projects and construction of additional power-producing projects, 
without limitation of any other law. The subsection provides, how- 
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ever, that the power construction program as presented and recom- 
mended by the TVA, will be transmitted to the Congress by the 
President in the budget estimates, together with any recommenda- 
tions he may deem appropriate. Neither bond proceeds nor power 
revenues received by the Corporation could be used to initiate the 
construction of new power-producing projects, except for replacement 
purposes and for the first such project begun after the effective date 
of this section, until the construction program had been before Con- 
gress in session for 90 calendar days. In the absence of passage of a 
concurrent resolution modifying the construction program presented, 
the projects would be deemed to have congressional approval. 


Subsection 15d(b) 


This subsection makes it clear that the bonds issued by the TVA 
will not be obligations of or guaranteed by the United States, but will 
be secured as to both principal and interest solely by power revenues 
of the Corporation, and provides that the proceeds of such bonds and 
from power operations and expenditure of such proceeds shall not be 
subject to the apportionment procedure set forth in title 31, United 
States Code, section 665, wich provides for distribution of funds for 
expenditure over portions of the entire fiscal year. 


Subsection 15d(c) 


This subsection grants TVA authority to determine the forms, 
denominations, maturities, conditions, interest rates, and sale prices 
of bonds, subject to the provision that such bonds shall mature in 
not more than 50 years from their dates of issue. At least 10 days 
before selling each issue of bonds under the provisions of this section, 
the Corporation shall advise the Secretary of the Treasury in the 
fullest possible detail with respect to the proposed bond issue, and if 
requested by the Secretary, consult with him or someone designated 
by him, on the matter. The sale and issuance of such bonds would 
be subject to approval by the Secretary only as to time of issuance, 
and the maximum rates of interest to be borne by the bonds. If the 
Secretary of the Treasury does not approve a proposed issue of bonds 
within 3 working days following the date on which he is advised of 
the proposed sale, the Corporation may issue to the Secretary interim 
obligations in the amount of the proposed issue which the Secretary 
is directed to purchase. Should the Corporation determine that a 
proposed issue of bonds cannot be sold on reasonable terms it may 
issue to the Secretary interim obligations which the Secretary is 
authorized to purchase. These interim obligations issued by the Cor- 
poration to the Secretary shall not exeeed $150 million outstanding 
at any one time, shall mature on or before 1 year from date of issue 
and shall bear interest equal to the average rate on outstanding 
marketable obligations of the United States with maturities from 
dates of issue of 1 year or less as of the close of the month preceding 
the issuance of the obligations. If agreement is not reached within 
8 months concerning the issuance of any bonds which the Secretary 
has failed to approve, the Corporation may proceed to sell such bonds 
on any date thereafter, without approval by the Secretary, in amounts 
sufficient to retire the interim obligations issued to the Treasury, and 
such interim obligations shall be retired from the proceeds of such 
bonds. 

The TVA could sell its bonds either on competitive bids or by 
negotiations, and would be authorized to select trustees, registrars, 
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and paying agents. Commercial audits would be authorized, in 
addition to audit by the General Accounting Office. The TVA could 
invest the proceeds of bonds, and other funds derived from its power 
program, in securities approved for investment of national bank funds 
and to deposit any of such funds in any Federal Reserve bank, or 
member bank. Bonds issued by the Corporation under this section 
shall contain a recital evidencing the regularity of the issuance and 
sale of such bonds and of their validity. The annual report of the 
Board shall contain a detailed statement of the operations of this 
section during the year. 

Subsection 15d(d) 


This subsection provides that bonds issued by the Corporation shall 
be lawful investments and may be accepted as security for all fiduciary, 
trust, and public funds, the investment or deposit of which shall be 
under the authority or control of anv officer or agency of the United 
States. The Secretary of the Treasury or any other officer or agency 
having authority over or control of any such fiduciary, trust or public 
funds, may at any time sell any of the bonds of the Corporation 
acquired by them under this section. The bonds are not exempt 
from Federal income taxes, but the principal and interest would be 
subject to the customary exemption from State or local taxes, other 
than estate, inheritance, and gift taxes. 


Subsection Lad (« 
This subsection provides that beginning with fiscal vear 1961 the 
TVA will make semiannual payments to the Treasury of a return on 


the power investment financed from appropriations, such payments 
to be subordinated to the payments necessary to meet the Corpora- 


tion’s obligation on its bonds. ‘Appropriation investment” includes 
the total investment in power facilities, including oonnenes in 
progress, at the beginning of each fiscal vear derived from (1) appro- 


priations, and (2) transfers from other Government agencies ec 
reimbursement, less repayments made under the repayment provisions 
of the 1948 Appropriation Act or the TVA Act. The return on the 
appropriation investment is computed at variable rate equal to the 
average interest rate payable by the Treasury upon its total market- 
able obligations as of the beginning of each fiscal year in which pay- 
ment is made. These include both long-term and short-term obliga- 
tions, but exclude certain obligations in which the interest rate is not 
determined by the cost of money in the investment market. 

This subsection also requires repayment by TVA to the Treasury 
in reduction of the appropriation investment, amounts of not less 
than $10 million per year for each of the first 5 fiscal years, $15 million 
annually for each of the next 5 fiscal years, and $20 million for each 
fiscal vear thereafter, until a total of $1 billion of the appropriation 
has been repaid. In the event of drought or other factors beyond 
the control of the Corporation, payments into the Treasury may be 
deferred for not more than 2 vears. 

Subsection 15d(f) 


Subsection (f) requires TVA to charge rates for the sale of power 
which will be adequate for the protection of the bondholders and the 
Federa] Government. Such rates must produce sufficient revenues 
to provide funds for 


Operation, maintenance, and administration of its power 
system. 
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2. Payments to States and counties in lieu of taxes. 

3. Debt service on outstanding bonds, including establishment 
of reserve or other necessary funds. 

4. Payments to the Treasury as a return on the appropriation 
investment in power facilities. 

5. Repayment to the Treasury for reduction of appropriation 
investment in power facilities. 

6. Such additional margin as the TVA Board considers desir- 
able to provide for investment in power assets, retirement of 
bonds before maturity, or additional reduction of the appropria- 
tion investment, having due regard to the primary objectives of 
the act, including the objective that power shall be sold at rates 
as low as are feasible. 

As a protection of the investment of both the Government and the 
bondholders, the Corporation is required during each successive 5- 
year period, beginning with July 1 of the first full fiscal year after 
the effective date of this section, to apply net power proceeds in at 
least the amount of the depreciation accruals, amortization charges of 
power facilities, and net proceeds from any disposition of power 
facilities during said period, either to reduction of capital obligations, 
including bonds and appropriation investment, or to reinvestment in 
power assets. 

Subsection 15d(q) 


This subsection is intended to facilitate the making of lease and 
lease-purchase agreements by TVA, and eliminates the possibility 
of duplication of tax and in-lieu taxpayments on the same power 
facility. In that connection, the TVA is authorized (1) to sell, lease, 
or otherwise convey in the name of the United States any property 
held by TVA and (2) to perform necessary engineering and construc- 
tion work and other services, and to enter into necessary contractual 
arrangements. 


Subsection 15d(h) 


This subsection affirms the intent of Congress that the new section 
of the act is construed to provide TVA with authority and flexibility 
to aid it in achieving the overall purposes and objectives of the 
Tennessee Valley Authority Act. 

Section 2 


This section amends existing law to make it possible for the national 
banks to buy or underwrite TVA bonds on a basis similar to that now 
in effect as to eligible bonds of the International Bank for Reconstruc- 
tion and Development. 


Section 3 

This section amends the TVA Act to permit the Corporation to 
sell ferrophosphorus produced in its electric furnace phosphorus plants, 
outside the United States, its Territories, and possessions. 


CHANGES IN Existinc Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as re- 
ported are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 

59003 Res., Vol. 3—S. Rept. 426, 86-1, O-61—2 
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Matter Appearing Under the Subtitle “Independent Agencies and 
Corporations” in Title II of the Government Corporations Appro- 
priation Act, 1948 (61 Stat. 576-577) 


TITLE II 


The following corporations and agencies, respectively, are hereby 
authorized to make such expenditures, within the limits of funds and 
borrowing authority available to each such corporation or agency and 

in accord with law, and to make such contracts and commitments with- 
out regard to fiscal year limitations as provided by section 104 of 
the Government Corporation Control Act, as may be necessary in 
carrying out the programs set forth in the Budget for the fiscal year 
1948 for each such corporation or agency, except as hereinafter 
provided: 


INDEPENDENT AGENCIES AND CORPORATIONS 


Export-Import Bank of Washington: Not to exceed $800,000 (to be 
on an accrual basis) of the funds of the Export-Import Bank of Wash- 
ington shall be available during the fiscal year 1948 for all administra- 
tive expenses of the Bank, including not to exceed $100 for periodicals, 
$200 for newspapers, and $200 for maps; health service program as 
authorized by the Act of August 8, 1946 (Public Law 658), and not 
to exceed $24,000 for temporary services, as authorized by section 15 
of the Act of August 2, 1946 (Public Law 600): Provided further, 
That necessary expenses (including special services performed on a 
contract or fee basis, but not including other personal services) in con- 
nection with the acquisition, operation, maintenance, improvement, or 
disposition of any real or personal property belong to the Bank or in 
which it has an interest, including expenses of collections of pledged 
collateral, or the investigation or appraisal of any property in respect 
to which an application for a loan has been made, shall be considered 
as nonadministrative expenses for the purposes hereof. 

Panama Railroad Company: Not to exceed $750,000 (to be com- 

uted on an accrual basis) of the funds of the Company shall be availa- 
ble during the fiscal year 1948 for its administrative expenses, including 
administrative services performed for the Company by other Gov- 
ernment agencies, which shall be determined in accordance with the 
Company’s prescribed accounting system in effect on July 1, 1946, 
and shall be exclusive of depreciation, payment of claims, contributions 
to employees retirement system, expenditures which the Company’s 
prescribed accounting system requires to be capitalized or charged 
to cost of commodities acquired, and expenses in connection with 
acquisition, construction, operation, maintenance, improvement, pro- 
tection, and disposition of facilities and other property belonging to 
the company or in which it has an interest. 

Tennessee Valley Associated Cooperatives, Inc.: Not to exceed $2,500 
shall be available for administrative expenses related to liquidation: 
Provided, That appropriate steps shall be taken to secure the final 
dissolution and liquidation of the Corporation at the earliest practi- 
cable date and such dissolution and Renidetion shall be under the 
supervision and direction of the Secretary of the Treasury. 

Diraicnan Valley Authority: Not later than June 30, 1948, and 
not later than June 30 of each calendar year thereafter, until a total 


a 
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of $348,239,240 has been paid as herein provided, the board of directors 
of the Tennessee Valley Authority shall pay from net income derived 
the immediately preetne fiscal year from power operations (such 
net income to be determined by deducting power operating expenses 
allocated common expense, and interest on funded debt een tota 
pone opens revenues) not less than $2,500,000 of its outstanding 

nded indebtedness to the Treasury of the United States exclusive 
of interest, and such a portion of the remainder of such net income 
into the Treasury of the United States as miscellaneous receipts as 
will, in the ten-year period ending June 30, 1958, and in each succeed- 
ing ten-year period until the aforesaid total of $348,239,240 shall have 
been paid, equal not less than a total of $87,059,810, including payment 
of bonded indebtedness exclusive of interest on such bonded indebted- 
ness. Total payments of not less than $10,500,000 shall be made not 
later than June 30, 1948. 


{Amounts equal to the total of all appropriations herein and here- 
after made to the Tennessee Valley Authority for power facilities 
shall be paid by the board of directors thereof, in addition to the total 
of $348,239,240 specified in the foregoing paragraph, to the Treasury 
of the United States as miscellaneous receipts, such payments to be 
amortized over a period of not to exceed forty years after the year in 
which such facilities go into operation. 

[None of the power revenues of the Tennessee Valley Authority shall 
be used for the construction of new power producing projects (except 
for replacement purposes) unless and until approved by -Act of 
Congress. ] 





Tennessee Valley Authority Act (48 Stat. 58 (May 18, 1933), as 
Amended by 49 Stat. 1075 (August 31, 1935), 53 Stat. 1083 (July 26, 
1939), 54 Stat. 611 (June 26, 1940), 55 Stat. 599 (July 18, 1941), 
55 Stat. 775 (November 21, 1941), 66 Stat. 330 (July 3, 1952), 66 
Stat. 591 (July 12, 1952), and 68 Stat. 968 (August 30, 1954), 16 
U. S. C. secs. 831-831¢, 831d, 831h-1, 831i-831dd) 


AN ACT To improve the navigability and to provide for the flood control of the 
Tennessee River; to provide for reforestation and the proper use of marginal 
lands in the Tennessee Valley; to provide for the agricultural and industrial 
development of said valley; to provide for the national defense by the creation 
of a corporation for the operation of Government properties at and near Muscle 
Shoals in the State of Alabama, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That for the purpose*of 
maintaining and operating the properties now owned by the United 
States in the vicinity of Muscle Shoals, Alabama, in tlic interest of the 
national defense and for agricultural and industrial development, and 
to improve navigation in the Tennessee River and to control the 
destructive flood waters in the Tennessee River and Mississippi River 
Basins, there is hereby created a body corporate by the name of the 
“Tennessee Valley Authority” (hereinafter referred to as the “Corpo- 
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ration’). The board of directors first appointed shall be deemed the 
incorporators, and the incorporation shall e held to have been effected 
from the date of the first meeting of the board. This Act may be cited 
as the “Tennessee Valley Authority Act of 1933.” 

Sec. 2. (a) The board of directors of the Corporation (hereinafter 
referred to as the “board”) shall be composed of three members, to 
be appointed by the President, by and with the advice and consent 
of the Senate. In appointing the members of the board, the Presi- 
dent shall designate the chairman. All other officials, agents, and 
employees shall be designated and selected by the board. 

(b) The terms of office of the members first taking office after the 
approval of this Act shall expire as designated by the President at 
the time of nomination, one at the end of the third year, one at the 
end of the sixth year, and one at the end of the ninth year, after 
the date of approval of this Act. A successor to a member of the 
board shall be appointed in the same manner as the original members 
and shall have a term of office expiring nine years from the date of 
the expiration of the term for which his predecessor was appointed. 

(c) Any member appointed to fill a vacancy in the board occurring 
prior to the expiration of the term for which his predecessor was 
appointed shall be appointed for the remainder of such term. 

(d) . Vacancies in the board so long as there shall be two members 
in office shall not impair the powers of the bosrd to execute the 
functions of the Corporation, and two of the members in office shall 
constitute a quorum for the transaction of the business of the board. 

(e) Each of the members of the board shall be a citizen of the 
United States, and shall receive a salary at the rate of $10,000* a 
year, to be paid by the Corporation as current expenses. Each mem- 

er of the board, in addition to his salary, shall be permitted to oc- 
cupy as his residence one of the dwelling houses owned by the Gov- 
ernment in the vicinity of Muscle Shoals, Alabama, the same to 
be designated by the President of the United States. Members of the 
board shall be reimbursed by the Corporation for actual expenses 
(including traveling and subsistence expenses) incurred by them in 
the performance of the duties vested in the board by this Act. No 
member of said board shall, during his continuance in office, be cn- 
gaged in any other business, but each member shall devote himself 
to the work of the Corporation. 

(f) No director shall have financial interest in any public-utility 
corporation engaged in the business of distributing and selling power 
to the public. nor in any corporation engaged in the manufacture, 
selling, or distribution of fixed nitrogen or fertilizer, or any ingredi- 
ents thereof, nor shall any member have any interest in any business 
thet may be adversely affected by the success of the Corporation as 
a producer of concentrated fertilizers or as a producer of electric 
power. 

(g) The board shall direct the exercise of all the powers of the. 
Corporation. 

(h) All members of the board shall be persons who profess a belief 
in the feasibility and wisdom of this Act. 

Sec. 3. The board shall without regard to the provisions of Civil 
Service laws applicable to officers and employees of the United States, 


*Note.—Salaries of the Chairman and members of the Board of Directors were increased to $20,600 
and $20,000, respectively (5 U.S.C, 2204(19); 2205(45)). 
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appoint such managers, assistant managers, officers, employees, at- 
torneys, and agents, as are necessary for the transaction of its business, 
fix their compensation, define their duties, require bonds of such of 
them as the board may designate, and provide a system of organiza- 
tion to fix responsibility and promote efficiency. Any appointee of 
the board may be removed in the discretion of the board. No regular 
officer or employee of the Corporation shall receive a salary in excess 
of that received by the members of the board. 

All contracts to which the Corporation is a party and which require 
the employment of laborers and mechanics in the construction, al- 
teration, maintenance, or repair of buildings, dams, locks, or other 
projects shall contain a ue that not less than the prevailing 
rate of wages for work of a similar nature prevailing in the vicinity 
shall be paid to such laborers or mechanics. 

In the event any dispute arises as to what are the prevailing rates 
of wages, the question shall be referred to the Secretary of Labor for 
determination, and his decision shall be final. In the determination 
of such prevailing rate or rates, due regard shall be given to those 
rates which have Scan secured through collective agreement L, 
sentatives of employers and employees. 

Where such work as is described in the two preceding paragrapu: 
is done directly by the Corporation the prevailing rate of wages shali 
be paid in the same manner as though such work had been let by 
contract. 

Insofar as applicable, the benefits of the Act entitled “An Act to 
provide compensation for employees of the United States suffering 
injuries while in the performance of their duties, and for other pur- 
poses,” approved September 7, 1916, as amended, shall extend to 
persons given employment under the provisions of this Act. 

Sec. 4. Except as otherwise specifically provided in this Act, the 
Corporation— 

(a) Shall have succession in its corporate name. 

(b) May sue and be sued in its corporate name. 

(c) May adopt and use a corporate seal, which shall be judicially 
noticed. 

(d) May make contracts, as herein authorized. 

(e) May adopt, amend, and repeal bylaws. 

(f) May purchase or lease and hold such real and persona] property 
as it deems necessary or convenient in the transaction of its business, 
and may dispose of any such personal property held by it. 

The board shall select a treasurer and as many assistant treasurers 
as it deems proper, which treasurer and assistant treasurers shall 
give such bonds for the safekeeping of the securities and moneys of 
the said Corporation as the board may require: Provided, That any 
member of said board may be removed from office at any time by a 
concurrent resolution of the Senate and the House of Representatives. 

(g) Shall have such powers as may be necessary or appropriate 
for the exercise of the powers herein specifically conferred upon the 
Corporation. 

(h) Shall have power in the name of the United States of America 
to exercise the right of eminent domain, and in the purchase of any 
real estate or the acquisition of real estate by condemnation proceed- 
ings, the title to such real estate shall be taken in the name of the 
United States of America, and thereupon all such real estate shall 
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be entrusted to the Corporation as the agent of the United States to 
accomplish the purposes of this Act. 

(i) Shall have power to acquire real estate for the construction of 
dams, reservoirs, transmission lines, power houses, and other struc- 
tures, and navigation projects at any point along the Tennessee River, 
or any of its tributaries, and in the event that the owner or owners of 
such property shall fail and refuse to sell to the Corporation at a price 
deemed fair and reasonable by the board, then the Corporation may 
proceed to exercise the right of eminent domain, and to condemn all 
property that it deems necessary for carrying out the purposes of this 
Act, and ail such condemnation proceedings shall be had pursuant to 
the provisions and requirements hereinafter specified, with reference 
to any and all condemnation proceedings: Provided, That nothing 
contained herein or elsewhere in this Act shall be construed to deprive 
the Corporation of the rights conferred by the Act of February 26, 
1931 (46 Stat. 1422, ch. 307, secs. 1 to 5, inclusive), as now compiled 
= ee 258a to 258e, inclusive, of Title 40 of the United States 

ode. 

(j) Shall have power to construct such dams, and reservoirs, in the 
Tennessee River and its tributaries, as in conjunction with Wilson 
Dam, and Norris, Wheeler, and Pickwick Landing Dams, now under 
construction, will provide a nine-foot channel in the said river and 
maintain a water supply for the same, from Knoxville to its mouth, 
and will best serve to promote navigation on the Tennessee River and 
its tributaries and control destructive flood waters in the Tennessee 
and Mississippi River drainage basins; and shall have power to acquire 
or construct power houses, power structures, transmission lines, navi- 
gation projects, and incidental works in the Tennessee River and its 
tributaries, and to unite the various power installations into one or 
more systems by transmission lines. The directors of the Authority 
are hereby directed to report to Congress their recommendations not 
later than April 1, 1936, for the unified development of the Tennessee 
River system. 

(k) Shall have power in the nante of the United States— 

(a) to convey by deed, lease, or otherwise, any real property in 
the possession of or under the control of the Corporation to any 
person or persons, for the purpose of recreation or use as a summer 
residence, or for the operation on such premises of pleasure resorts 
for boating, fishing, bathing, or any similar purpose; 

(6) to convey by deed, lease, or otherwise, the possession and 
control of any such real property to any corporation, partnership, 

erson, or persons for the purpose of erecting thereon docks and 

uildings for shipping purposes or the manufacture or storage 
thereon of products for the purpose of trading or shipping in 
transportation: Provided, That no transfer authorized herein in 
(b) shall be made without the approval of Congress: And provided 
further, That said Corporation, without further action of Congress, 
shell have power to convey by deed, lease, or otherwise, to the 
Ingalls Shipbuilding Corporation, a tract or tracts of land at 
or near Decatur, Alabama, and to the Commercial Barge Lines, 
Inc., a tract or tracts of land at or near Guntersville, Alabama; 

(c) to transfer any part of the possession and control of the real 
estate now in possession of and under the control of said Corpora- 
tion to any other department, agency, or instrumentality of ‘the 
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United States: Provided, however, That no land shall be conveyed, 
leased, or transferred, upon which there is located any permanent 
dam, hydroelectric power plant, or munitions plant heretofore or 
hereafter built by or for the United States or for the Authority, 
exccpt that this prohibition shall not apply to the transfer of 
Nitrate Plant Numbered 1, at Muscle Shoals, Alabama, or to 
Waco Quarry: And provided further, That no transfer authorized 
herein in (a) or (c), except leases for terms of less than twenty 
vears, shall be made without the approval of the President of the 
United States, if the property to be conveyed exceeds $500 in 
value; and 

(d) to convey by warranty deed, or otherwise, lands, easements, 
and rights of way to States, counties, municipalities, school dis- 
tricts, railroad companies, telephone, telegraph, water and power 
companies, where any such conveyance is necessary in order to re- 
place any such lands, easements, or rights-of-way to be flooded or 
destroyed as the result of the construction of any dam or reservoir 
now under construction by the Corporation, or subsequently au- 
thorized by Congress, and easements and rights of way upon which 
are located transmission or distribution lines. The Corporation 
shall also have power to convey or lease Nitrate Plant Numbered 
1, at Muscle Shoals, Alabama, and Waco Quarry, with the 
approval of the War Department* and the President. 

(1) Shall have power to advise and cooperate in the readjustment 
of the population displaced by the construction of daims, the acquisi- 
tion of reservoir areas, the protection of watersheds, the acquisition 
of rights of way, and other necessary acquisitions of land, in order to 
eTectuate the purposes of the Act; and may cooperate with Federal, 
State, and local agencies to that end. 

Sec. 5. (a2) To contract with commercial producers for the pro- 
duction of such fertilizers or fertilizer mater as may be needed in 
the Government’s program of development and introduction in 
excess of that produced by Government plants. Such contracts 
may provide either for outright purchase of materials by the board 
or only for the payment of carrying charges on special materials 
manufactured at the board’s request for its program. 

(b) ‘lo arrange with farmers and farm organizations for large- 
scale practical use of the new forms of fertilizers under conditions 
permitting an accurate measure of the economic return they produce. 

(c) To cooperate with National, State, district, or county experi- 
mental stations or demonstration farms, with farmers, landowners, 
and association of farmers or landowners, for the use of new forms 
of fertilizer or fertilizer practices during the initial or experimental 
period of their introduction, and for promoting the prevention of 
soil erosion by the use of fertilizers and otherwise. 

(d) ‘The board in order to improve and cheapen the production of 
fertilizer is authorized to manufoscture and sell fixed nitrogen, fer- 
tilizer, and fertilizer ingredients at Muscle Shoals by the employment 
of existing facilities, by modernizing existing plants, or by any other 
process or processes that in its judgment shall appear wise and profit- 
able for the fixation of atmospheric nitrogen or the cheapening of the 
production of fertilizer. 

*NoTE.—Sec. 205(b) of the National Security Act of 1947, as amended, changed the name of the War 


Department to the ‘‘Department of the Army.” All other references in this act to “‘War Department” 
sbould be read as “‘Department of the Army.” 
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(e) Under the authority of this Act the board may make donations 
or sales of the product of the plant or plants operated by it to be 
fairly and equitably distributed through the agency of county demon- 
stration agents, agricultural colleges, or otherwise as the board may 
direct, for experimentation, education, and introduction of the use 
of such products in cooperation with practical farmers so as to obtain 
information as to the value, effect, and best methods of their use. 

(f) The board is authorized to make alterations, modifications, 
or improvements in existing plants and facilities, and to construct 
new plants. 

(g) In the event it is not used for the fixation of nitrogen for agri- 
cultural purposes or leased, then the board shall maintain in standby 
condition nitrate plant numbered 2, or its equivalent, for the fix- 
ation of atmospheric nitrogen, for the production of explosives in 
the event of war or a national emergency, until the Congress shall by 
joint resolution release the board from this obligation, and if any part 
thereof be used by the board fo: the manufacture of phosphoric acid or 
potash, the balance of nitrate plant numbered 2 shall be kept in 
standby condition. 

(h) To establish, maintain, and operate laboratories and experi- 
mental plants, and to undertake experiments for the purpose of en- 
abling the Corporation to furnish nitrogen products for military pur- 
poses, and nitrogen and other fertilizer products for agricultural 
purposes in the most economical manner and at the highest standard 
of efficiency. 

(i) To request the assistance and advice of any officer, agent, or 
employee of any executive department or of any independent office 
of the United States, to enable the Corporation the better to carry 
out its power successfully, and as far as practicable shall utilize the 
services of such officers, agents, and employees, and the President 
shall, if in his opinion, the public interest, service, or economy so 
require, direct that such assistance, advice, and service be rendered 
to the Corporation, and any individual that may be by the President 
directed to render such assistance, advice, and service shall be there- 
after subject to the orders, rules, and regulations of the board: Pro- 
vided, That any invention or discovery made by virtue of and inci- 
dental to such service by an employee of the Government of the 
United States serving under this section, or by any employee of 
the Corporation, together with any patents which may be granted 
thereon, shall be the sole and exclusive property of the Corporation, 
which is hereby authorized to grant such licenses thereunder as sha!l 
be authorized by the board: Provided further, That the board may 
pay to such inventor such sum from the income from sale of license 
as It may deem proper. 

(j) Upon the requisition of the Secretary of War* or the Secretary 
of the Navy to manufacture for and sell at cost to the United : 
explosives or their nitrogenous content. 

(k) Upon the requisition of the Secretary of War the Corporation 


shall allot and deliver y ithout charge to the War Department so much 
power as shall be necessary in the judgment of said Department for 
use in operation of all locks, lifts, or other facilities in aid of navigat’on. 


(1) To produce, distribute, and sell electric pow er, as herein particu- 
larly specified. 
(m) No products of the Corporation (except ferrophosphorus) 
shall be sold for use outside of the United States, its Territories and 
*NoTE.—Sec. 205(a) of the National Security Act of 1947 changed the title of 


“Secretary of War” to “Secretary of the Army.” ‘All other references in this Act to 
Secretary of War’ should be read as “Secretary of the Army.” 
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possessions, except to the United States Government for the use of 
its Army and Navy, or to its allies in case of war or, until six months 
after the termination of the national emergency proclaimed by the 
President on December 16, 1950, or until such earlier date or dates as 
the Congress by concurrent resolution or the President may provide 
but in no event after April 1, 1953, to nations associated with the 
United States in defense activities, 

(n) The President is authorized, within twelve months after the. 
passage of this Act, to lease to any responsible farm organization or 
to any corporation organized by it nitrate plant numbered 2 and 
Waco Quarry, together with the railroad connecting said quarry: 
with nitrate plant numbered 2, for a term not exceeding fifty years 
at a rental of not less than $1 per year, but such authority shall be 
subject to the express condition that the lessee shall use said property: 
during the term of said lease exclusively for the manufétture of fer- 
tilizer and fertilizer ingredients to be used only in the manufacture 
of fertilizer by said lessee and sold for use as fertilizer. The said 
lessee- shall: covenant to keep said property in first-class condition 
but the lessee shall be authorized to modernize said plant numbére: 
2 by the installation of such machinery as may be necessary, and 
is authorized to amortize the cost of said machinery and improve- 
ments over the term of said lease or any part thereof. Said lease 
shall also provide that the board shall sell to the lessee power for 
the operation of said plant at the same schedule of prices that it 
charges all other customers for power of the same class and quantity. 
Said lease shall also provide that, if the said lessee does not desire to 
buy power of the publicly owned plant, it shall have the right to pur-- 
chase its power for the operation of said plant of the Alabama Power 
peor yreftd any other publicly or privately owned corporation en- 
gaged in pt conch: ay and sale of electric power, and in such case 
tue lease shall provide further that the said lessee shall have a free 
right of way to build a transmission line over Government property 
to said plant paying the actual expenses and damages, if any, incurred 
by. the ration on account of such line. Said lease shall also pro- 
vide that the said lessee shall covenant that during the term of said 
lease the said lessee shall not enter into any illegal monopoly, combina-- 
tion, or trust with any privately owned corporation engaged in the 
manufacture, production, and sale of fertilizer with the object or effect 
of increasing the price of fertilizer to the farmer. 

Sec. 6. In the appointment of officials and the selection of employees 
for said Corporation, and in the promotion of any such employees or 
Ofiicials,-no political test or qualification shall be permitted or given, 
consideration, but all such pate and promotions shall be 
given and made on the basis of merit and efficiency. Any member of 
said board who is found by the President of the United States to be 
guilty of a violation of this section shall be removed from office by 
the President of the United States, and any appointee of said board 
who is found by the board to be guilty of a violation of this section 
shall be removed from office by said board. 

Sec. 7. In order to enable the Corporation to exercise the powers 
and duties vested in it by this Act— 

(a) The exclusive'use, possession, and control of the United States 
nitrate plants numbered 1 and 2, including steam plants, located, 
respectively, at Sheffield, Alabama, and Muscle Shoals, Alabama, to- 
gether with all-real estate and buildings connected therewith, all tools 
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and machinery, equipment, accessories, and materials belonging 
thereto, and all laboratories and plants used as auxiliaries thereto; 
the fixed-nitrogen research laboratory,.the Waco limestone quarry, 
in Alabama, and Dam ‘Numbered 2, located at Muscle Shoals, itg 
power house, and all hydroelectric and operating appurtenances (ex~ 
cept. the locks), and all machinery, lands, and buildings in connection 
therewith, and all appurtenances thereof, and all other property to 
be acquired by the Corporation in its own name or in the name of the 
United States of America, are hereby entrusted to the Corporation 
for the purposes of.this Act. 

(b) The President of the United States 1s authorized to provide 
for the transfer to the Corporation of the use, possession, and control 
of such other ‘real or personal property of the United States as he 
may from time to time deem necessary and proper for the purposes 
of the Corporation as herein stated. 

-Ssc. 8. (a) The Corporation shall maintain its principal office in 
the immediate vicinity of Muscle Shoals, Alabama. The Corporation 
shall be held to be an inhabitant and resident of the northern judicial 
district of Alabama within the meaning of the laws of the United 
States relating to the venue of civil suits. 

(b) The Corporation shall at all times maintain complete and ac+ 
curate books of accounts.. ' 

(c) Each member of the board, before entering upon the duties of 
his office; shall subscribe to an oath y affirmation) to support the 
Constitution of the United States and to faithfully and impartially 
perform the duties imposed upon him by this Act. 

Sc. 9. (a) The board shall file with the President and with the 
Congress, in December of each year, & financial statement and a com- 
plete report as to the business of the Corporation covering the pre- 
ceding governmental fiscal year. This report shall Mmclude an item- 
ized statement of the cost of power at each power station, the total 
number of employees and the names, salaries, and duties of those re- 
ceiving compensation at the rate of more than $1,500 a year. 

-. (b) All purchases and conttacts for supplies or services, except for 
personal services, made by the Corporation, shall be made after adver- 
tising, in such manner and at such times sufficiently in advance of 
opening bids, as the board shall determine to be adequate to. insure 
notice and opportunity for corhpetition: Provided, That advertise- 
ment shall not be required when, (1) an emergency requires immediate 
delivery of the supplies or. performance of the services; or (2) repair 

arts, accessories, supplemental equipment, or services are required 

or supplies or services previously furnished or contracted for; or 
(3) the aggregate amount involved in any purchase of supplies or 
procurement of services does not exceed $500; in which cases such 
purchases of supplies or procurement of services may be made in the 
open market in he manner common among businessmen: Provided 
further, That in comparing bids and in making awards the board 
may consider such factors as relative quality and adaptability of 
supplies or services, the bidder’s financial responsibility, skill, experi- 
ence, record of integrity in dealing, ability to furnish repairs and 
maintenance services, the time of delivery or performance offered, and 
whether the bidder has complied with the specifications. _ 

The Comptroller General of the United States shall audit the trans- 
actions of the Corporation at such times as lie shall determine, but not 
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less frequently than once each governmental fiscal year, with per~ 
sonnel of his selection. In such:connection he and his representatives 
shall have free and open access to all papers, books, records, files, ac- 
counts, plants, warehouses, offices, ak all other things, property, and. 
places belonging to or under the control of or used or employed:b 

the Corporation, and shall be afforded full facilities for counting all. 
cash and verifying transactions with and balances in depositories. 
He shall make report of each such audit in quadruplicate, one copy. 
for the President of the United States, one for the chairman of the 
board, one for public inspection at the principal office of the Corpora- 
tion, and the other to be retained by him for the uses of the Congress: 
Provided, That such report shall not be made until the Corporation 
shall have had reasonable opportunity to examine the exceptions and. 
criticisms of the Comptroller General or the General Accounting Of- 
fice, to point out errors therein, explain or answer the same, and to 
file a statement which shall be submitted by the Comptroller General 
with his report. The expenses for each such audit shall be paid from 
any appropriation or appropriations. for the General Accounting :Of- 
fice, and such part of such expenses as may be allocated to the coat:of 
generating, transmitting, and distributing electric energy shall be: re- 
a promptly by the Corporation as billed by the Comptroller 

eneral. 

Nothing in this Act shall be construed to relieve the Treasurer or 
other accountable officers or employees of the Corporation from com- 
pliance with the provisions of existing law requiring the rendition of 
accounts for adjustment and settlement pursuant to section 236, 
Revised Statutes, as amended by section 305 of the Budget: and 
Accounting Act, 1921 (42 Stat. 24), and accounts for all receipts and 
disbursements by or for the Corporation shall be rendered accordingly: 
Provided, That, subject only to the provisions of the Tennessee 
Valley Authority Act of 1933, as amended; the Corporation is author- 
ized to make such expenditures and to enter into such contracts, 
agreements, and arrangements, upon such terms and conditions and in 
such manner as it may deem necessary, including the final settlement 
of all claims and litigation by or against the Corporation; and, not- 
withstanding the provisions of any other law governing the expenditure 
of public funds, the. General Accounting Office, in the settlement: of: 
the accounts of the Treasurer or other accountable officer or employee 
of the Corporation, shall not disallow credit for, nor withhold. funds 
because of, any expenditure which the board shall determine to have. 
been necessary to carry out the provisions of said Act. 

The Corporation shall determine its own system of administrative 
accounts and. the forms and contents of its contracts and -othér 
business documents except as otherwise provided in the Tennessee 
Valley Authority Act of 1933, as amended. 

Sec. 9a. The board is hereby directed in the operation of any. dant 
or reservoir in its possession and control to regulate the stream flow 
primarily for the purposes of promoting navigation and controlling 
floods. So far as may be consistent with such purposes, the board is 
authorized to provide and operate facilities for the generation of 
electric energy at any such dam for the use of the Corporationand for. 
the use of the United States or any agency thereof, and the board is 
further authorized, whenever an opportunity is afforded, to provide 
and operate facilities for.the generation of electric energy in order to 
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avoid the waste of water power, to transmit and market such power 
as in this act provided, and thereby, so far as may be practicable, to 
assist in liquidating the cost or aid in the maintenance of the projects 
of the Authority. 

Sxc. 10. The board is hereby empowered and authorized to sell the 
surplus power not used in its operations, and for operation of locks 
a other works generated by it, to States, counties, municipalities, 
corporations, partnerships, or individuals, according to the policies 
hereinafter set forth; and to c out said authority, the board is 
authorized to enter into contracts for such sale for a term not exceed- 
ing twenty years, and in the sale of such current by the board it shall 
give preference to States, counties, municipalities, and cooperative 
organizations of citizens or farmers, not organized or doing business 
for profit, but primarily for the p se of supplying electricity to 
its own citizens or members: Provided, That all contracts made with 
private a or individuals for the sale of power, which power 
is to be resold for a profit, shall contain a provision authorizing the 
board to cancel said contract ween five years’ notice in writing, if the 
board needs said power to supply the demands of States,: counties, or 
municipalities. In order to promote and encourage the fullest possible 
use of electric light and power on farms within reasonable distance 
of any of its transmission lines the board in its discretion shall have 
power to construct transmission lines to farms and small villages 
that are not otherwise supplied with electricity at reasonable rates 
and to make such rules and regulations governing such sale and 
distribution of such electric power as in its judgment may he just 
ahd equitable: Provided further, That the board is hereby authorized 
and directed to make studies, experiments, and determinations to pro~- 
mote the wider and better use of electric power for agricultural and 
domestic use, or for small or local industries, and it may cooperate 
with State governments, or their subdivisions or agencies, with edu- 
cational or research institutions, and with cooperatives or other 
organizations, in the application of electric power to the fuller and 
better balanced development of the resources of the region: Provided 
further, That the board is authorized to include in any contract for 
the sale of power such terms and conditions, including resale rate 
schedules, and to provide for such rules and regulations as in its 
judgment may be necessary or desirable for eon7ee out the purposes 
of this Act, and in case the purchaser shall fail to comply with any 
such terms and conditions, or violate any such rules and regulations, 
said contract may provide that it shall be voidable at the election 
of the board: Provided further, That in order to supply farms and small 
villages with electric power directly as contemplated by this section, 
the board in its discretion shall have power to acquire onan electric 
facilities used in serving such farms and small villages: provided 
further, That the terms “States,” ‘counties,’ and ‘“‘municipalities”’ 
he used in this Act shall be construed to include the public agencies of 
any of them unless the context requires a different construction. 

‘Sec. 11. It is hereby declared to be the policy of the Government 
so far as practical to distribute and sell the surplus power generated 
at Muscle Shoals equitably among the States, counties, and munici- 
palities within transmission distance. This policy is further declared 
to be that the projects herein provided for aa be considered pri- 
marily as for the benefit of the people of the section as a-whole and 
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particularly the domestic and rural consumers to whom the power 
can economically be made available, and accordingly that sale to 
and use by industry shall be a secondary purpose, to be utilized 
aden ga A to secure a sufficiently high load factor and revenue 
returns which will permit domestic and rural use at the lowest possi- 
ble rates and in such manner as to encourage increased domestic and 
rural use of electricity. It is further hereby declared to be the policy 
of the Government to utilize the Muscle Shoals properties so far as 
may be necessary to improve, increase, and cheapen the production 
of fertilizer and fertilizer ingredients by carrying out the provisions 
of this Act. 

Sec. 12. In order to place the board upon a fair basis for making 
such contracts and for receiving bids for the sale of such power, it is 
hereby expressly authorized, either from appropriations made by 
Congress or from funds secured from the sale of such power, or 
from funds secured by the sale of bonds hereafter provided for, to 
construct, lease, purchase, or authorize the construction of transmis- 
sion lines within transmission distance from the place where gen- 
erated, and to interconnect with other systems. he board is also 
authorized to lease to any person, persons, or corporation the use of 
any transmission line owned by the Government and operated by 
the board, but no such lease shall be made that in any way interferes 
with the use of such transmission line by the board: Provided, That 
if any State, county, municipality, or other public or cooperative 
organization of citizens or farmers, not organized or doing business 
for profit, but primarily for the purpose of supplying electricity to 
its own citizens or members, or any two or more of such municipali- 
ties or organizations, shall construct or agree to construct and main- 
tain a properly designed and built transmission line to the Govern- 
ment reservation upon which is located a Government generating 

lant, or. to & main transmission line owned by the Government or 
eis by the board and under the control of the hoard, the board is 
hereby authorized and directed to contract with such State, county, 
municipality, or other organization, or two:or more of them, for the 
sale of electricity for a term not exceeding thirty years; and in any 
such case the board shall give to such State, county, municipality, or 
other organization ample time to. fully comply with any local law 
now in existence or hereafter enacted providing for the necessary 
legal authority for such State, county, municipality, or other organiza- 
tion to contract with the board for such power: Provided further, That 
all contracts entered into between the Corporation and any mu- 
nicipality or other political subdivision or cooperative orgenization 
shall provide that the electric power shall be sold and distributed to 
the ultimate consumer without discrimination as between consumers 
of the came class, and such contract shall be voidable at the election 
of the board if a discriminatory rate, rebate, or other special con- 
\cession is made or given to any consumer or user by the municipality 
or other political subdivision or cooperative organization: And pro- 
vided further, That as to any surplus power not so sold as above pro- 
\vided"to States, ceunties, municipalities, or other said organizations, 
before the board shall sell the same to any person or corporation en- 
gaged in the distribution and resale of electricity for profit, it shall 
require said person or corporation to agree that any resale of such 
electric power by said person or corporation shall be made to the 
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ultimate consumer of such electric power: at prices that: shall not 
exceed a schedule fixed by the board from time to time as reasonable 
just, and fair; and in case of any such sale, if an amount.is charge 
the ultimate consumer which is in excess of the price so deemed to be 
just, reasonable, and fair by the board, the contract for such sale be- 
tween the board and such distributor of electricity shall be voidable 
at the election of the board: And provided further, That the board 
is hereby authorized to enter into contracts with other power systems 
for the mutual exchange of unused excess power upon suitable terms, 
for the conservation of stored water, and as an emergency or break- 
down relief. 

) Sec. 12a. In order (1) to facilitate the disposition of the surplus 
power of the Corporation according to the policies set forth in this 
Act; (2) to give effect to the priority herein accorded to States, coun- 
ties, municipalities, and nonprofit organizations in the purchase of 
such power by enabling them to acquire facilities for the distribution 
of such power; and (3) at the same time to ee existing distribu- 
tion facilities as going concerns and avoid duplication of such facili- 
ties, the board is authorized to advise and cooperate with and assist, 
by extending credit for a period of not exceeding fiye years to, States, 
counties, municipalities and nonprofit organizations situated within 
yc, me distance from any dam where = power is ora) ane by 

e Corporation in acquiring, improving, and operating (a) existing 
distribution. facilities and incidental works, including generating 
plants; and (b) interconnecting transmission lines; or in acquiring 
-~ interest in such facilities, incidental works, and lines. 

Ec. 13. In order to render financial assistance to those States and 
1 governments in which the power operations of the Corporation 
are carried on and in which the Corporation has acquired properties 
previously subject to State and local taxation, the board is authorized 
= direc _ to pay — States, = ~ counties therein, for pe 
year, beginning July 1, 1940, the following mtages of the 
gross proceeds derived from the sale of power by the Corporation for 
the preceding fiscal year as hereinafter provided, together. with such 
additional amounts as may be payable pursuant to the provisions 
hereinafter set forth, said payments to constitute a charge against the 
ores operations of the Corporation: For the fiscal onan Teadionl g 
uly 1) 1940, 10 per centum; 1941, 9 per centum; 1942, 8 per centum; 
1943, 7% per centum; 1944, 7 per centum; 1945, 6% per centum; 1946, 
6 per centum; 1947, 5% per centum; 1948 and each fiscal year there- 
after, 5 per centum. “Gross proceeds’, as used in this section, :is 
defined as the total gross proceeds derived’ by the Corporation from 
the sale of power for the preceding fiscal year, excluding power used 
by the Corporation or sold or delivered to any other department or 
—_ of the Government of the United States for any purpose other 
an the resale thereof. The payments herein authorized are in lieu 
of taxation, and the Corporation, its property, franchises and income, 
are hereby expressly exempted from taxation: in: any manner or form 
by any State, county, municipality, or any subdivision or district 
ereof. 

The payment for each fiscal year shall be apportioned among said 
States in the following manner: One-half of said payment shall be 
apportioned by eying to each State the yee thereof which the 
gross proceeds of the power sales by the Corporation within said State 
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during the preceding fiscal year bears to the total gross proceeds from 
all power sales by the Corporation during the preceding fiscal year; 
the a one-half of said payment shall be apportioned. by ps - 
ing to each State the percentage thereof which the book -value-of the 
power property held by the Corporation within said State at the end 
of the preceding fiscal year bears to the total book value of all such 
property held by the ae on the same date. The book value of 
power property shall include that portion of the investment allocated 
or estimated to be allocable to power: Provided, That the minimum 
annual payment to each State (including permenie to counties 
therein) shall not be less than an amount equal to the two-year aver- 
age of the State and local ad valorem property taxes levied against 

wer property purchased and operated ‘by the Corporation in said 
B tate and against that portion of reservoir lands related to dams con- 
structed by or on behalf of the United States Government and held 
or operated by the Corporation and allocated or estimated to be allo- 
cable to power. ) The said two-year average shall be calculated for the 
last two tax years during which said property was pene owned 
and operated or said land was privately. owned: Provided 7 
That the minimum annual payment to each State in which the Cor- 
poration owns and —— power property (including payments to 
counties therein) shall not be less than $10,000 in any case: Provided 
further, That the corporation shall pay directly to the respective coun- 
ties the two-year average of county ad valorem property taxes (includ- 
ing taxes levied by taxing districts within the respective counties) 
upon power property and reservoir lands allocable to power, deter- 
mined as above Pacers: and all payments to any such county within 
a State shall be deducted from the payment otherwise due to such State 
under the provisions of this section. The determination of the board 
of the amounts due hereunder to the respective States and counties 
shall be final. 

The payments above provided shall in each case be made to the 
State or county in equal monthly installments beginning not-later 
than July 31, 1940. 

Nothing herein shall be construed to limit the authority of the 
Corporation in its contracts for the sale of power to municipalities, 
to permit or proyide for the resale of power at rates which may include 
an amount to cover tax-equivalent payments to the municipality in 
lieu of State, county, and municipal taxes upon any distribution system 
or property owned by the municipality, or any agency thereof, condi- 
tioned upon a proper distribution by the municipality of ow | amounts 
collected by it in lieu of State or county taxes upon any such distribu- 
tion system or property; it being the intention of Congress that either 
the municipality or the State in which the municipality is situated 
shall —e for the proper distributéon to the State and county of 
any portion of tax equivalent so collected by the municipality in lieu of 
State or county taxes upon any such distribution system or property. 

The Corporation shall, not later than January 1, 1945, submit to 
the Congress a report on the operation of the provisions of this section, 
including a statement of the distribution to the various States and 
counties hereunder; the effect of the operation of the provisions of 
this section on State and local finances; an appraisal of the benefits of 
the program of the Corporation to the States and counties receiving 
payments hereunder, and the effect of such benefits in increasing tax- 
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able values within such States and counties; and such other data, 
information, and recommendations as may be pertinent to future 
legislation. ~ - 

Sec. 14. The board shall make a thorough investigation as to the 
present value of Dam Numbered 2, and the steam plants at nitrate 
plant numbered 1, and nitrate plant numbered 2, and as to the cost 
of Cove Creek Dam, for the purpose of ascertaining how much of the 
value or the cost.of said properties shall be allocated and charged up 
to (1) flood control, (2) navigation, (3) fertilizer, (4) national defense, 
and (5) the development of power. The findings thus made b 
the board, when approved by the President of the United States, sha 
be final, and such findings shall thereafter be used in all allocation of 
value for the p se af heteitne the book value of said properties, 
In like manner, the cost and book value of any dams, steam plants, 
or other similar improvements hereafter constructed and turned over 
to said board for the purpose of control and management shall be 
ascertained and allocated. 

The board shall, on or before January 1, 1937, file with Congress 
a statement of its allocation of the value of all such properties turned 
over to said board, and which have been completed prior to the end 
of the preceding fiscal year, and shall thereafter in its annual report to 
Congress file a statement of its allocation of the value of such proper- 
ties as have been completed during the preceding fiscal year. 

For the purpose of accumulating data useful to the Congress in the 
formulation of legislative policy in matters relating to the gener- 
ation, transmission, and distribution of electric energy and the pro- 
duction of chemicals necessary to national defense and useful in 
agriculture, and to the Federal Power Commission and other Federal 
and State agencies, and to the public, the board shall keep complete 
accounts of its costs of generation, transmission, and distribution of 
electric energy and shall keep a complete account of the total cost of 
generating and transmission facilities constructed or otherwise ac- 
> mrs by the Corporation, and of producing such chemicals, and a 

escription of the major components of such costs according to such 
uniform system of accounting for public utilities as the Federal Power 
Commission has, and if it have none, then it is hereby empowered and 
directed to prescribe such uniform system of accounting, together with 
records of such other physical data and operating statistics of the 
Authority as may be helpful in determining the actual cost and value 
of services, and the: practices, methods, facilities, equipment, appli- 
ances, and standards-and sizes, types, location, and geographical and 
economic integration of plants and systems best suited to promote the 
public interest, efficiency, and the wider and more economical use of 
electric energy. Such data shall be reported to the Congress by the 
board from time to time with appropriate analyses and recommenda- 
tions, and, so far as practicable, shall be made available to the Federal 
Power Commission and other Federal and State agencies which many 
be concerned with the administration of legislation relating to the 

eneration, transmission, or distribution of electric energy and chem- 
icals useful to agriculture. It is hereby declared to be the policy of 
this Act that, in order, as soon as practicable, to make the power 

rojects self-supporting and self-liquidating, the surplus power shall 
be sold at rates which, in the opinion of the Sonat. when applied to the 
normal capacity of the Authority’s power facilities will produce gross 
revenues in excess of the cost of production of said power and in 
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addition to the statement of the cost of power at each power station 
as required by section 9 (a)-of the ‘“Tennessee Valley Act of 1933” 
the board shall file with each annual report, a. statement of the to 

cost of all power generated by it at all power stations during each 


year, the average cost of such power per kilowatt hour, the rates at 


which sold, and to whom sold, and copies of all contracts for the sale 
of power. 

- Sec. 15..In the construction of any future dam, steam plant, or other 
facility, to be used in whole or in part for the generation or transmis- 
sion of electric power the board is hereby authorized and empowered 
to issue on the credit of the United States and to sell serie] bonds not 
exceeding $50,000,000 in amount, having a maturity not more than 
fifty years from the date of issue thereof, and bearing interest not 
exceeding 3% per centum per annum. Said bonds shall be issued and 
sold in amounts and prices approved by the Secretary of the sagen 


but all such bonds as may be so issued and sold shall have equal 


None of said bonds shall be sold below par, and no fee, commission, 
or compensation whatever shall be paid to any person, firm, or corpo- 
ration for: handling, negotiating: the sale,.or selling the said bonds, 
All of such bonds so issued and sold shall have all the righfs and 
privileges accorded by law to Panama Canal: bonds, authorized by 
section 8 of the Act of June 28, 1902, chapter 1302, as amended by the 
Act of December 21, 1905 (2. 3, sec. 1, 34 Stat. 5), as now compiled in 
section 743.0f title 31 of the United States Code. AH funds derived 
from the sale of such bonds shall be = over to the Corporation. 

2Sxc. 15a. With the approval of the Secretary of the Treasury, the 


Corporation is authorized to.issue bonds .nat, to, exceed in the 


gate 50,000,000 outstanding at any one time, which bonds may be 
sold by the Corporation to obtain funds to carry out the provisions of 


section 12a of this Act. Such bonds shall be.in such forms and de- 


nominations, shall mature within such periods not more than fifty 
years from the date of their issue, may be redeemable at the option of 
the Corporation before ee in such manner as may be stipulated 

interest not exceeding 3% per centum 
per annum, shall be subject to such terms and conditions. shall be 
issued in sueh manner and amount, and sold’ at such prices, as may be 
prescribed: by the Corporation, with the approval of the Secretary of 
the Treasury: Provided, That such bonds shall not be sold‘ at such 
prices or on such terms as to afford an investment yield.to the holders 


an excess of 3% per centum per annum,.:. Such: bonds shall be fully 


and unconditionally guaranteed both as’ to.interest and principal by 
the United States, and such guaranty-shall be.expressed on the face 
thereof, and. such bonds shall. be lawful investments, and. may -be 
accepted as security, for all fiduiciary, trust, and.public funds, the 
investment or deposit:of which shall be.under the authority or control 
of the United States or any officer or officers:thereof. In the event 
that the Corporation should not pay upon. demand, when due, the 
principal of, or interest on, such bonds,- the Secretary of the Treasury. 
shall pay to the holder the amount thereof, which is hereby authorized 
to be appropriated out of any moneys in the Treasury not otherwise 
appropriated, and thereupon to the extent,of the amount so paid the 
Secretary of the Treasury shall succeed to all the rights of the holders 
of such bonds. The: Secretary of the Treasury,.in his discretion, is 
‘authorized: to purchase any bonds issued hereund ,and for such pur- 


59003 Res., Vol. 3—S. Rept. 426, 86-1, 0-61—3 
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-~ the Secretary of the Treasury is authorized to us as a public- 
ebt transaction the proceeds from the sale of any securities hereafter 
issued under the Second Liberty Bond Act, as amended, and the pur- 
poses for which securities may be issued under such Act, as amended, 
are extended to include any ——— of the Corporation’s~ bonds 
hereunder. The Secretary of the Treasury may, at any time, sell ahy 
of the bonds of the Corporation. acquired by him under this-section, 
All redemptions, purchases, and sales by the Secretary of the Treasury 
of the bonds of the Corporation shall be treated as public-debt trans- 
actions of the United States. Witb the approval of the Secretary of 
the Treasury, the Corporation shall: have power to purchase such 
bonds in the open market at any time and at any price. No bonds 
shall be issued hereunder to provide funds or bonds necessary for 
the performance of any proposed:contract negotiated by the Corpora- 
tion under the authority of section 12a of this Act until the proposed 
contract shall have been submitted to and approved by the Federal 
Power Commission. When any such proposed contract shall have 
been submitted to the said Commission, -the matter shall’ be given 
precedence and shall be in every way expedited and the Commission’s 
determination of the matter shall be final. The authority of the Cor- 
— to issue bonds: hereunder shall expire at the end of five years 

m the date when this section as amended herein becomes law, 
except that such bonds may be issued at any time after the expiration 
of said period to provide bonds or funds necessary for the performance 
of any contract entered into by the Corporation, prior to the expira- 
tion of said period under the authority of section 12a of this Act. 

Src. 15b. No bonds shall be issued by the Corporation after thé 
date of enactment of this section under section 15 or section 15a. 

Sxc. 15c. With the approval of the Secretary of the Treasury the 
Corporation is authorized, after:the date of enactment of this section, 
to issue bonds not to exceed in the aggregate $61,500,000. Such bonds 
may be sold |»y the Corporation to obtain funds which may be used 
for the following purposes only: 

(1) Not to exceed $46,000,000 may be used for the purchase of 
electric utility ney a of the Tennessee Electric Power Com- 
pany and Southern Tennessee Power Company as contemplated 
in the contract between the Corporation and the Commonwealth 
and.Southern Corporation and others, dated as of May 12, 1939. 

@) ‘Not té exceed $6,500,000 may be used for the purchase and 
rehabilitation of electric utility properties of the Alabama Power 
Company and Mississippi Power Company in the following 
named counties in northern Alabama and northern Mississippi: 
The counties of Jackson, Madison, Limestone, Lauderdale 
bert, Lawrence, Morgan, Marshall, De Kalb, Cherokee Cullman, 
Winston, Franklin, Marion, and Lamar in northern Alabama, 
the counties of Calhoun, Chickasaw, Monroe, Clay, Lowndes 
Oktibbeha, Choctaw, Webster, Noxubee, Winston, Neshoba, and 
Kemper in northern Mississippi. | 

(3) Not to exceed $3,500,000 may he used for rebuilding, re- 

lacing, and repairing electric utility ——- purchased by the 
pees in accordance with the foregoing provisions of this 
on. 

(4) Not to exceed $3,500,000 may be used for constructil 
electric transmission lines, substations, and other electrical fs 
ties necessary to connect the electric utility properties p 
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this section with the electric power system 
(5) Not to exceed $2,000,000 may be used 

under section 12a to States, counties, municipalities, and non- 

profit organizations to enable them to purchase any electric 

utility properties referred to in the contract between the Corpora- 

tion and the Commonwealth and Southern tae and 

others, dated as of May 12, 1939, or any electric utility properties 

of the Alabama Power Company or Mississippi Power Company 

in any of the counties in northern Alabama or northern Mississippi 

named in peregrey® (2). 
The Corporation shall file with the President and with the Congress 
in December of each year a financial statement and complete report 
as to the expenditure of funds derived from the sale of bonds under 
this section covering the period not covered by any such previous 
statement orreport. Such bonds sball be in such forms and denomina- 
tions, shal] mature within such periods not more than fifty years from 
the date of their issue, may be redeemable at the option of the Corpo- 
ration before maturity in such manner es may be stipulated therein, 
shall bear such rates of interest not exceeding 3% per centum per 
annum, shall be subject to such terms and conditions, shall be issued 
in such manner and amount, and sold at such prices, as may be pre- 
scribed by the Corporation with the a of the Secretary of the 
Treasury: Provided, That such bonds shall not be sold at such prices or 
on such terms as to afford an investment yield to the holders in excess 
of 3h per centum per annum. Such bonds shall be fully and uncondi- 
tionally guaranteed both as to interest and principal by the United 
States, and such guaranty shall be expressed on the face thereof, and 
such bonds shall be lawful investments, and may be accepted as.se- 
curity, for all fiduciary, trust, and public funds, the investment or 
deposit of which shall be under the authority or control of the United 
States or any officer or officers thereof. In the event that the Corpo- 
ration should not pay upon demand when due, the principal of, or 
interest on, such bonds, the Secretary of the Treasury shall pay to 
the holder the amount thereof, which is hereby authorized to be 
appropriated out of any moneys in the Treasury not otherwise — 
priated, and thereupon to the extent of the amount so paid the Secre- 

of the Treasury shall succeed to all tha rights ofthe holders of 
such bonds. The Secretary of the Treasury, in his discretion, is au- 
thorized to purchase any bonds issued hereunder, and for such i 
the Secre of the Treasury is authorized to use as a public-debt 
transaction the proceeds from the sale-of any securities hereafter issued 
under the Second Liberty Bond Act, as amended, and the purposes for 
which securities may be issued under such Act, as amended, are ex- 
tended to include any B eee ny of the Corporation’s. bonds. hereunder. 
The Secretary of the Treasury may, at any time, sell any of the bonds 
of the Corporation acquired by him under this section. All redem 
tions, purchases, and sales by the Secretary of the Treasury .of the 
bonds of the Corporation shall be treated as public-debt transactions 
of the United States. With the approval of the Secretary of the 
Treasury, the Corporation shall have power to purchasé such bonds 
in the market at any time and at any price. None of the proceeds 
of the bonds shall be used for the performance of any proposed con- 
tract negotiated by the Corporation under the authority-of section 12a 


by the Corporation in accordance with the a provisions 
0 - e tion. 
or 
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of this Act until the proposed contract shall have been submitted to 
and approved by the Federal Power Commission.* When any such 
proposed contract shall have been submitted to the said Commission, 
the matter shall be given precedence and shall be in every way ey- 
pedited and the Commission’s determination of the matter shall be 
final. The authority of the Corporation to issue bonds under this 
section shall expire January 1, 1941, except that if at the time such 
authority expires the amount of bonds issued by the Corporation under 
this section is less than $61,500,000, the Corporation may, subject 
to the foregoing provisions of this section, issue, after the expiration 
of such period, bonds in an amount not in excess of the amount by 
which the bonds so issued prior to the expiration of such period is less 
than $61,500,000 for refunding purposes, or, subject to the provisions 
of paragraph (5) of this section (limiting the purposes for which 
loans under section 12a of funds derived from bond proceeds may be 
made) to provide funds found necessary in the performance of any 
contract entered into by the Corporation prior to the expiration of 
such period, under the authority of section 12a. 

Sec. 15d. (a) The Corporation is authorized to issue and sell bonds, 
notes, and other evidences of indebtedness (hereinafter collectively referred 
to as ‘‘bonds’’) in an amount not exceeding $750,000,000 outstanding at 
any one time to assist in financing its power program and to refund such 
bonds. The Corporation may, in performing functions authorized by 
this Act, use the proceeds of such bonds for the construction, acquisition, 
enlargement, improvement, or replacement of any plant or other facility 
used or to be used for the generation or transmission of electric power 
(including the portion of any multiple-purpose structure used or to be 
used for power generation); as may be required in connection with the 
lease, lease-purchase, or any contract for the power output of any such 
plant or other facility; ond for other purposes vncidental thereto. Unless 
otherwise specifically authorized by Act of Congress the Corporation shall 
make no contracts for the sale of power (except renewals of existing con- 
tracts) which would make the Corporation the primary source of power 
supply for any city having a population in excess of ten thousand accord- 
ing to the 1950 census, or which would increase by more than two and one- 
half percent (or two thousand square miles, whichever is the lesser), the 
area for which the Corporation was the primary source of power supply 
on July 1, 1957: Provided, however, That in addition to the extension of 
the service area authorized in this subsection, nothing herein contained shall 
prevent the Corporation from continuing to supply power to Dyersburg, 
Tennessee, and Covington, Tennessee, or from entering into contracts to 
supply or from supplying power to the cities of Paducah, Kentucky; 
Princeton, Kentucky; Glasgow, Kentucky; Fulton, Kentucky; Monti- 
cello, Kentucky; Chickamauga, Georgia; Ringgold, Georgia; Oak Ridge, 
Tennessee; and South Fulton, Tennessee; or agencies thereof; or from 
entering into contracts to supply or from supplying power for the Naval 
Auziliary Air Station in Lauderdale and Kemper Counties, Mississippi, 
through the facilities of the East Mississippi Electric Power Association, 
and for the rural customers in the areas now served by the said East 
Mississippi Electric Power Association: Provided further, That nothing 
herein contained shall prevent the transmission of TVA power to the 
Atomic Energy Commission or the Department of Defense or any agency 
thereof, on certification by the President of the United States that an 
emergency defense need for such power exists. Nothing in this Act shall 
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affect the present rights of the parties in any eristing lawsuits involving 
efforts of towns in the same general area where TVA power is supplied 
to obtain TVA power. 

The principal of and interest on said bonds shall be payable solely from 
the Corporation’s net power proceeds as hereinafter defined. Net power 
proceeds are defined for purposes of this section as the remainder of the 
Corporation’s gross power revenues after deducting the costs of operating, 
maintaining, and administering its power properties (including costs 
applicable to that portion of its multiple-purpose properties allocated to 
power) and payments to States and counties in lieu of taxes but before 
deducting depreciation accruals or other charges representing the amortiza- 
tion of capital expenditures, plus the net proceeds of the sale or other dis- 
position of any power facility or interest therein, and shall include reserve 
or other funds created from such sources. Northwithstanding the pro- 
visions of section 26 of this Act or any other provision of law, the Corpo- 
ration may pledge and use its net power proceeds for payment of the. prin- 
cipal of and interest on said bonds, for purchase or redemption thereof, 
and for other purposes incidental thereto, including creation of reserve 


funds and other funds which may be similarly pledged and used, to such 


extent and in such manner as it may deem necessary or desirable. The 
Corporation is authorized to enter into binding covenants with the holders 
of said bonds—and with the trustee, if any—under any indenture, resolu- 
tion, or other agreement ente red into in connection with the issuance 
thereof (any such agreement being hereinafter referred to as a “bond 
eotract’”’) with respect to the establishment of reserve funds and other 


funds, adequacy of charges for supply of powers, application and use of 


net power proceeds, stipulations concerning the subsequent issuance of 
bonds or the erecution of leases or lease-purchase agreements relating to 
power properties, and such other matters, not inconsistent with this Aet, 
as the Corporation may deem necessary or desirable to enhance the mar- 
ketadility of said bonds. The issuance and sale of bunds by the Corpora- 
tion and the expenditure of bond proceeds for the purposes specified 
herein, including the addition of generating units to existing power- 
producing projects and the construction of additional power-producing 
projects, shall not be subject to the requirements or limitations of any 
other law: Provided, That, in the budget estimates transmitted by the 
President to the Congress, the President shall submit the power con- 
struction program of the Corporation as presented to him and recom- 
mended by the Corporation, together with any recommendation he may 
deem appropriate. 

Neither bond proceeds nor power revenues received by the Corporation 
shall be used to initiate the construction of new power producing projects 
(except for replacement purposes and except the first such project begun 
after the effective date of this section) until the construction program of 
the Corporation shall have been before Congress in session for ninety 
calendar days. In the absence of any modifying action by a concurrent 
resolution of the Congress within the ninety days, such projects will be 
deemed to have congressional approval. 

(6) Bonds issued by the Corporation hereunder shall not be obligations 
of, nor shall payment of the principal thereof or interest thereon be guaran- 
teed by, the United States. Proceeds realized by the Corporation from issu- 
ance of such bonds and from power operations and the expenditure of 
such proceeds shall not be subject to apportionment under the provisions 
of Revised Statutes 3679, as amended (31 U.S.C. 665). 
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(c) Bonds issued by the Corporation under this section shall be negoti- 
able instruments unless otherwise specified therein, shall be in such forms 
and denominations, shall be sold at such times and in such amounts, shall 
mature at such time or times not more than fifty years from their respective 
dates, shall be sold at such prices, shall bear such rates of interest, may be 
redeemable before maturity at the option of the Corporation in such manner 
and at such times and redemption premiums, may be entitled to such rela- 
tive priorities of claim on the Corporation’s net power proceeds with respect 
to principal and interest payments, and shall be subject to such other terms 
and conditions, as the Corporation may determine: Provided, That at least 
ten days poe selling each issue of bonds hereunder (exclusive of any com- 
mitment shorter than one year) the Corporation shall advise the Secretary 
of the Treasury as to the amount, proposed date of sale, maturities, terms 
and conditions and expected rates of interest of the proposed issue in the 
fullest detail possible and, if the Secretary shall so request, shall consult 
with him or his designee thereon, but the sale and issuance of such bonds 
shall not be subject to approval by the Secretary of the Treasury except as to 
the time of issuance and the maximum rates of interest to he borne by the 
bonds: Provided further, That if the Secretary of the Treasury does not 
approve a proposed issue of bonds hereunder within three working days fol- 
lowing the date on which he is advised of the proposed sale, the Corporation 
may issue to the Secretary interim obligations in the amount of the pro- 
posed issue, which the Secretary is directed to purchase. In case the Cor- 
poration determines that a proposed issue of bonds hereunder cannot be sold 
on reasonable terms, it may issue to the Secretary interim obligations which 
the Secretary is authorized to purchase. Notwithstanding the foregoing 
provisions of this subsection, obligations issued by the Corporation to 
the Secretary shall not exceed $150,000,000 outstanding at any one time, 
shall mature on or before one year from date of issue, and shall bear in- 
terest equal to the average rate (rounded to the nearest one-eighth of a 
percent) on outstanding marketable obligations of the United States with 
maturities from dates of issue of one year or less as of the close of the 
month preceding the issuance of the obligations of the Corporation. If 
agreement is not reached within eight months concerning the issuance of 
any bonds which th: Secretary has failed to approve, the Corporation 
may nevertheless proveed to sell such bonds on any date thereafter without 
approval by the Secretary in amount sufficient to retire the interim obliga- 
tions issued to the Treasury and such interim obligations shall be retired 
from the proceeds of such bonds. For the purpose of any purchase of the 
Corporation’s obligations the Secretary of the Treasury is authorized to 
use as a public debt transaction the proceeds from the sale of any securities 
issued under the Second Liberty Bond Act, as amended, and the purposes 
for which securities may be issued under the Second Liberty Bond Aet, 
as amended, are extended to include any purchases of the Corporation's 
obligations hereunder. The Corporation may sell its bonds by negotiation 
or on the basis of competitive bide, subject to the right, if reserved, to 
reject all bids; may designate trustees, registrars, and paying agents in 
connection with said bonds and the issuance thereof; may arrange for 
audits of its accounts and for reports concerning its financial condition 
and operations by certified public accounting firms (which audits and 
reports shall be in addition to those required by sections 105 and 106 of 
the Act of December 6, 1945 (59 Stat. 599; 31 U.S.C. 850-851), may, 
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notwithstanding the provisions of sections 302 and 308 of the Act of 
December 6, 1945, as amended (59 Stat. 601-602, 70 Stat. 667; 31 
U.S.C. 867-868), or any other law, but subject to any covenants contained 
in any bond contract, invest the proceeds of any bonds and other funds 
under its control which derive from or pertain to its power program in 
any securities approved for investment of national bank funds and deposit 
said proceeds and other funds, subject to withdrawal check or other- 
wise, in any Federal Reserve Bank or bank having membership in the 
Federal Reserve System; and may perform such other acts not prohibited 

law as it deems necessary or desirable to accomplish the purposes of 
this section. Bonds issued by the Corporation hereunder shall contain a 
recital that they are issued pursuant to this section, and such recital shall 
be conclusive evidence of the regularity of the isswance and sale of such 
bonds and of their validity. The annual report of the Board filed pur- 
suant to section 9 of this Act shall contain a detailed statement of the 
operation of the provisions of this section during the year. 

(d) Bonds issued by the Corporation hereunder shall be lawful invest- 
ments and may be accepted as security for all fiduciary, trust, and public 
funds, the investment or deposit of which shall be wnder the authority or 
control of any officer or agency of the United States. The Secretary of 
the Treasury or any other officer or agency having authority over or control 
of any such fiduciary, trust, or public funds, may at any time sell any o 
the bonds of the Corporation acquired by them under this section. Bonds 
issued by the Corporation hereunder shall be exempt both as to principal 
and interest from all taxation now or hereafter imposed by any State or 
local taxing authority except estate, inheritance, and gift tazes. 

(e) From net power proceeds in excess of those required to meet the 
Corporation’s obligations under the provisions of any bond or bond con- 
tract, the Corporation shall, beginning with fiscal year 1961, make pay- 
ments into the Treasury as miscellaneous receipts on or before December 
$1 and June 30, of each fiscal year as a return on the appropriation 
investment in the Corporation’s power facilities, plus a repayment sum 
of not less than $10,000,000 for each of the first five fiscal years, 
$15,000,000 for each of the next five fiscal years, and $20,000,000 for 
each fiscal year thereafter, which repayment sum shall be applied to 
reduction of said appropriation investment until a total of $1,000,000,000 
of said appropriation investment shall have been repaid. The said 
appropriation investment shall consist, in any fiscal year, of that part 
of the Corporotion’s total investment assigned to power as of the beginning 
of the fiscal year (including both completed ph and construction in 
progress) which has been provided from appropriations or by transfers of 
property from other Government agencies without reimbursement by the 
Corporation, less repayments of such appropriation investment made 
under title II of the Government Corporations Appropriation Act, 1948, 
this Act, or other applicable legislation. The payment as a return on 
the a parenenenes investment in each fiscal year shall be equal to the com- 
puted average interest rate payable by the Treasury upon its total market- 

Fecal year applied to 
celine 


able public obligations as of the beginning of said 
said appropriation investment. Payments due hereunder may be 
for not more than two years when, in the judgment of the Board of Direc- 
tors of the Corporation, such payments cannot feasibly be made because of 
madequacy of funds occasioned by drought, poor business conditions, 


emergency replacements, or other factors beyond the control of the 
Corporation. 








40 REVENUE BOND FINANCING BY TVA 


(f) The Corporation shall charge rates for power which will produce 
gross revenues sufficient to provide funds for operation, maintenance, and 
administration a its power system; payments to States and counties in 
liew of taxes; debt service on outstanding bonds, including provision and 
maintenance of reserve funds and other funds established in connection 
therewith; payments to the Treasury as a return on the appropriation 
investment pursuant to subsection (e) hereof; payment to the Treaeuty of 
the repayment sums specified in subsection (e) hereof; and such additional 
margin as the Board may consider desirable for investment in power 
system assets, retirement of outstanding bonds in advance of maturity, 
additional reduction of appropriation investment, and other purposes 
connected with the Corporation’s power business, having due regard for 
the primary objectives of the Act, including the objective that power s 
be sold at rates as low as are feasible. In order to protect the investment 
of holders of the Corporation’s securities and the appropriation invest- 
ment as defined in subsection (e) hereof, the Corporation, during each 
successive five-year period beginning with the five-year period which 
commences on July 1 of the first full fiscal year after the effective date of 
this section, shall apply net power proceeds either in reduction (directly 
or through payments into reserve or sinking funds) of its capital obliga- 
tions, including bonds and the appropriation investment, or to reinvest- 
ment in power assets, at least to the extent of the combined amount of the 
aggregate of the depreciation accruals and other charges representing the 
amortization of capital expenditures applicable to its power properties 
plus the net proceeds realized from any disposition of power facilities in 
saia period. 

(g) Power generating and related facilities operated by the Corporation 
under lease and lease-purchase agreements shall constitute power property 
held by the Corporation within the meaning of section 13 of this Act, but 
that portion of the payment due for any fiscal year under said section 18 
to a State where such facilities are located which is determined or estimated 
by the Board to result from holding such facilities or selling electric 
energy generated thereby shall be reduced by the amount of any tazes or 
tax equivalents applicable to such fiscal year paid by the owners or others 
on account of said facilities to said State and to local taxing jurisdictions 
therein. In connection with the construction of a generating plant or 
other facilities under an agreement providing for lease or purchase of said 
facilities or any interest therein by or on behalf of the Corporation, or for 
the purchase of the output thereof, the Corporation may convey, in the 
name of the United States by deed, lease, or otherwise, any real property 
in its possession or control, may perform necessary engineering and con- 
struction ‘work and other services, and may enter into any necessary con- 
tractual arrangements. 

(h) It is hereby declared to be the intent of this section to aid the Cor- 
poration in discharging its responsibility for the advancement of the 
national defense and the physical, social and economic development of the 
area in which it conducts its operations by providing it with adequate 
authority and administrative fleribility to obtain the necessary funds with 
which to assure an ample supply of electric power for such purposes by 
issuance of bonds and as otherwise provided herein, and this section shall 
be construed to effectuate such intent. 

Sec. 16. The board, whenever the President deems it advisable, is 
hereby empowered and directed to complete Dam Numbered 2 at 
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Muscle Shoals, Alabama, and the steam plant at nitrate plant num- 
bered 2, in the vicinity of Muscle Shoals, by installing in Dam Num- 
bered 2 the additional power units according to the plans and specifi- 
cations of said dam, and the additional power unit in the steam plant 
at nitrate plant numbered 2. 

Sec. 17. The Secretary of War, or the Secretary of the Interior, is 
hereby authorized to construct, either directly or by contract to the 
lowest reasonable bidder, after due advertisement, a dam in and 
across Clinch River in the State of Tennessee, which has by long cus- 
tom become known and designated as the Cove Creek Dam, together 
with a transmission line from Muscle Shoals, according to the latest 
and most approved designs, including power house and hydroelectric 
installations and equipment for the generation of power, in order that 
the waters of the said Clinch River may be impounded and stored 
above said dam for the purpose of increasing and regulating the flow 
of the Clinch River and the Tennessee River below, so that the maxi- 
mum amount of primary power may be developed at Dam Numbered 
2 and at any and all other dams below the said Cove Creek Dam: 
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Provided, however, That the President is hereby authorized by ap- 
propriate order to direct the employment by the Secretary of War, or 
Ly the Secretary of the Interior, of such engineer or engineers as he 
may designate, to perform such duties and obligations as he may deem 
proper, either in the drawing or plans and specifications for said dam; 
or to perform any other work in the building or construction of the 
same. _ The President may, by such order, place the control of the 
construction of said dam ini the hands of such engineer or engineers 
taken from private life'as he may desire: And provided further, That 
the President is hereby expressly authorized, without regard to the re- 
striction or limitation of any other statute, to select attorneys and 
assistants for the purpose of making any investization ho may deem 
roper to ascertain whether, in the control and management of Dam 
Numbered 2, or any other dam or property owned by the Government 
in the Tennessee River Basin; or in the authcrization of any improve- 
ment therein, there has been any undue or unfair advantage given to 
private persons, partnerships, or corporations, by any: officials or:em- 
ployees of the Government, or whether in any such matters tle Govs 
ernment has been injured or unjustly deprived of any ‘of its rights} 
Sec. 18. In order to cuable-and empower the Secretary of War, the 
Secretary of the Interior, or‘the board to carry out the authority 
hereby conferred, in the most economical and efficient manner, he cr 
it is hereby authorized and empowered in the exercise of the powers 
of national defense in aid of navigation, and in ‘the control of -the 
flood waters of the Tennessee and Mississippi River3, constituting 
channels of interstate commerce, to exercise the right of eminent: do- 
main for all purposes of this Act, and to condemn all: lands, ease- 
ments, rights of way, and-other area necessary in order to obtain a sité 
for said Cove Creek Dam, andthe flowage rights for the ‘reservoir of 
water above said dam, and‘to negotiate and conclude contracts with 
States, counties, municipalities,-and all State agencies and with raik 
roads, railroad corporations, common carriers, and all public utility 
commissions and any other person, firm, or corporation, for the reloca< 
tion of railroad tracks, .highways, highway bridges, mills, ferries: 
electric-light plants, and any and all other properties, enterprises, an 
projects whose removal may be necessary in order to carry out the 
provisions of this Act. ‘When said Cove Creek Dam, transmission line 
and power house shall have been completed, the possession, use, arid 
control thereof shall be intrusted to the Corporation for use and op- 
eration in connection with the general Tennessee Valley project, and 
to promote flood control and navigation in the Tennessee River. 
Sec. 19° The Corporation, as an ifstrumentality and agency of the 
Government of the United States for the purpose of executing its 
constitutional powers shall have access to the Patent Office* of the 
United States for the purpose of studying, ascertaining, and copying 
all methods, formulae, and scientific information (not including ac- 
cess to pending applications for patents) necessary to enable the 
Corporation to use and employ the most efficacious and economical 
procese for the production of fixed nitrogen, or anv essential ingre- 
dient of fertilizer, or any method of improving end cheapening the 
production of hydroelectric power, and any owner of a patent whose 
patent rights may have been thus in any way copied, used, infringed, 
or efnployed by the exercise of this authority by the Corporation shalt 
have as the exclusive remedy a cause of action against the Corpora- 
*Note.—The functions of all officers of the Department of Commerce and all functions of all agencies 
and enplovees of such Department weve, with a few exceptions, transferred to the Secretary of Com- 
merce, with power vested in him to authorize their performance or the performance of any of his func- 
tions by any of such officers, agencies, and enployees (1950 Reorg. Plan No. 5, §§ 1 and 2, eff. ye 24, 
1950, 15 F.R. 3174, 64 Stat. 1263). The Patent Office, referred to in this section, is an agency of the 


Department of Commerce, and the Commissioner of Patents, referred to in this section, is an officer 
of such Department. 
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tion to be instituted and prosecuted on the equity side of the appro- 
priate district court of the United States, for the recovery of reasonable 
compensation for such infringement. The Commissioner of Patents* 
shall furnish to the Corporation, at its request and without payment 
of fees, copies of documents on file in his office: Provided, That the 
benefits of this section shall not apply to any art, machine, method of 
manufacture, or composition of matter, discovered or invented by such 
employee during the time of his employment or service with the 
Corporation or with the Government of the United States. 
Sec. 20. The Government of the United States hereby reserves the 
ht, in case of war or national emergency declared 4 Congress, to 
e possession of all or any part of the property described or referred 
to in this Act for oe manufacturing explosives or for 
other war purposes; but, if this right is exercised by the Government, 
it shall pay the reasonable and fair damages that may be suffered by 
any. party whose contract for the purchase of electric power or fixed 
nitrogen or fertilizer ingredients is hereby violated, after the amount 
of the damages has been fixed by the United’States Court of Claims 
in proceedings instituted and conducted for that purpose under rules 
prescribed. by the court. 

Sec. 21. (a) All general penal statutes relating’ to the larceny, 
embezzlement, conversion, or to the improper handling, retention, 
use, or disposal of public moneys or property of the United States, 
8 apply to the moneys and property of the Corporation and to 
moneys and properties of the United States entrusted to the 
Corporation. 

(b) Any person who, with intent to defraud the Corporation, or 
to deceive any director, officer, or employee of the Corporation or any 
officer or. employee of the United States (1) makes any false “entry 
in any book of the Corporation, or (2) makes any false report or 
statement for the Corporation, shall, upon conviction thereof, be fined 
not more than $10,000 or imprisoned not more than five years, or both! 

_(c) Any person who shall receive any compensation, rebate, or 
reward, or shall enter into any conspiracy, collusion, or agreement; 
express or implied, with intent to defraud the Corporation or wrong- 
fully and’ unlawfully to defeat its purposes, shall, on conviction 
thereof, be fined not more than $5,000 or imprisoned not more than 
five years, or both. 

Sec. 22. To aid further the proper use, conservation, and develop- 
ment of the natural resources of the Tennessee River drainage basii 
and of such adjoining territory as may be related to or materially 
affected by the development consequent to this Act, and to provide 
for the general welfare of the citizens of said areas, the President 
is hereby authorized, by such means or methods'as he may deem 
proper within the limits of appropriations made therefor by Congress, 
to make such surveys of and general plans for seid Tennessee basin 
and adjoining territory as may be useful to the Congress and to the 
several States in guiding and controlling the extent, sequence, and 
nature of development that may be equitably and economically ad- 
vanced through the expenditure of public funds, or througa the guid- 
ance or control of public authority, ail for the general purpose of 
fosterine an orderly and prover physics], economic, and sccial ¢cs- 
velopment of said areas; end the President is further authorized in 
making said surveys and plans to coop:.aie with the States affected 


*See preceding note. 
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thereby, or subdivisions or agencies of such States, or with cooper. 
ative or other organizations, and to make such studies, experiments, 
or demonstrations as may be necessary and suitable to that end, 

Sec. 23. The President shall, from time to time, as the work pro- 
vided for in the preceding section progresses, recommend to Congress 
such legislation as he deems proper to carry out the general -purposes 
stated in said section, and for the especial purpose of bringing about 
in said Tennessee drainage basin and adjoining torritory in conform- 
ity with said general purposes (1) the maximum amount of flood 
contro]; (2) the maximum development of said Tennessce River for 
navigation purposes; (3) the maximum generation of electric power 
consistent with flood control and navigation; (4) the proper use of 
marginal lands; (5) the proper method of reforestation of all lands 
in said drainage basin suitable for reforestation; and (6) the economic 
and social well-being of the people living in said river basin. 

Sec. 24. For the purpose-of securing any rights of flowage, or ob- 
taining title to or possession of any property, real or personal, that 
may be necessary or may become necessary, in the out of any 
of the provisions of this Act, the President of the United States for 
a period of three years from the date of the enactment of this Act, is 
hereby ‘authorized to acquire title in the name of the United States 
to such rights or such property, and to provide for the payment for 
same by directing the ear to contract to deliver power generated 
at any of the plants now owned or hereafter earn or constructed 
by the Government or by said Corporation, such future delivery of 
power to continue for a period not exceeding thirty years. Likewise, 
for one year after the enactment of this Act, the President is further 
euthorized to sell or lease any parcel or part of any vacant real estate 
uow owned by the Government in said Tennessee River Basin, to 
persons, firms, or corporations who shall contract to erect thereon 
factories or manufacturing establishments, and who shall contract 
to purchase of said Corporation electric power for the operation of 
any such factory or manufacturing establishment. No contract shall 
be made by the President for the sale of any of such real estate as may 
be necessary for present or future use on the part of the Government 
jor any of the purposes of this Act. Any such contract made by the 
President of the United States shall be carried out by the board: 
Provided, That no such'contract shall be made that will in any way 
abridze or take away the preference right to purchase power given in 
tis Act to States, counties, municipalities, or farm organizations: 
Provided further, That no lease shall be for a term to exceed fifty 
years: Provided further, That any sale shall be on condition that said 
land shall be used for industrial purposes only. 

orc. 25. The Corporation may cause proceedings to be instituted 
for the acquisition by condemnation of any lands, easements, or rights 
of way which, in the opinion of the Corporation, are necessary to 
carry out the provisions of this Act. The proceedings shall be insti- 
tuted in ‘the United States district court for the district in which the 
land, easement, right-of-way, or other interest, or any part thereof, 
is located, and such court shall have full jurisdiction to divest the 
complete title to the property sought to be acquired out of all persons 
or claimants and vest the same in the United States in fee simple, 
and to enter a decree quieting the title thereto in the United States 
of America. 
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Upon the filing of a petition for condemnation and for the purpose 
of ascertaining the value of the property to be acquired, and assessing 
the compesnation to be paid, the court shall appoint three commis- 
sioners who shall be disinterested persons and who shall take and 
subscribe an oath that they do not own any lands, or interest or 
easement in any lands, which it may be desirable for the United 
States to acquire in the furtherance of said project, and such com- 
missionérs shall not be selected from the locality wherein the land 
sought to be condemned lies. Such commissioners shall receive a per 
diem of not to exceed $30 for their services, together with an addi- 
tional amount of $10 per day for subsistence for time actually spent 
in performing their duties as commissioners, and reimbursement of 
actual transportation expenses including an allowance for use of pri- 
vately owned automobiles at a rate not to exceed 7 cents per mile. 

It shall be the duty of such commissioners to examine into the value 
of the lends sought to be condemned, to conduct hearings and receive 
evidence, and generally to take such appropriate steps as may be 
proper for the determination of the value of the said lands sought 
to be condemned, and for such purpose the commissioners are author- 
ized to administer oaths and subpoena witnesses, which said witnesses 
shall receive the same fees as are provided for witnesses in the Federal 
courts. The said commissioners shall thereupon file a report setting 
forth their conclusions as to the value of the said property sought 
to be condemned, making a separate award and valuation in the 
premises with respect to each separate parcel involved. Upon the 
filing of such award in court the clerk of said court shall give notice 
of the filing of such award to the parties to said proceeding, in manner 
and form as directed by the judge of said court. 

Either or both parties may file exceptions to the award of said 
commissioners within twenty days from the date of the filing of said 
award in court. Exceptions filed to such award shall be heard before 
three Federal district judges unless the per tien, in writing, in person, 
or by their attorneys, stipulate that the exceptions may be heard 
before a lesser number of judges. On such hearing such judges shall 
pass de novo upon the proceedings had before the commissioners, may 
view the property, and may take additional evidence. Upon suc 
hearings the said. judges shall file their own award, fixing therein 
the value of the property sought to be condemned, regardless of the 
award previously made by the said commissioners. 

At any time within thirty days from the filing of the decision 
of the district judges upon the hearing on exceptions to the award 
made by the commissioners, either party may appeal from such 
decision of the said judges to the court of aisle and the said court 
of appeals shall upon the hearing on said appeal dispose of the same 
upon the record, without regard to the awards or findings theretofore 
made by the commissioners or the district judges, and such court of 
appeals shall thereupon fix the value of the said property sought to be 
condemned. 

Upon acceptance of an award by the owner of any property herein 
provided to be appropriated, and the payment of the money awarded 
or upen the failure of either party to file exceptions to the award of 
the commissioners within the time specified, or upon the award of the 
commissioners, and the payment of the money by the United States 
pursuant thereto, or the payment of the money awarded into the 
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registry of the court by the Corporation, the title: to said -propert 
and the right to the possession thereof shail pass to.the United States, 
and the United States shall be entitled to a writ in the same proceeding 
to disposses the former owner of said property, and all lessees, agents, 
and attorneys of such former owner, and to put the United States, by 
its corporate creature and agent, the Corporation, into possession of 
said property. 

In the event of any property owned in whole or in part by minors, 
or insane persons, or incompetent persons, or estates of deceased per- 
sons, then the legal representatives of such minors, insane persons, 
incompetent persons, or estates shall have power, by and with the 
consent and approval of the trial judge in whose court. said matter 
is for determination, to consent to or reject the awards of tha com- 
missioners herein provided for, and in the event that there be.no legal 
representatives, or that the legal representatives for such -minors, 
insane persons, or incompetent persons shall fail or decline to act, 
then such trial judge may, upon motion, appoint a guardian ad litem 
to act for such minors, insane persons, or incompetent. persons; and 
such guardian ad litem shall act to the full extent and to-the same 
purpose and effect as his ward could act, if competent; and such 
guardian ad litem shall be deemed to have full power and authority 
to respond, to conduct, or to maintain any proceeding herein provided 
for affecting his said ward. 

Src. 26. Commencing July 1, 1936, the proceeds for each fiscal year 
derived by the board from the sale of power or any other products 
manufactured by the Corporation, and from any other activities of 
the Corporation: including the disposition of any. real.or .personal 
property, shall be paid into the Treasury of the United'States at the 
end of each calendar year, save and except such part of such proceeds 
as in the opinion of the board shall be n for the Corporation 
in the operation of dams and reservoirs, in conducting its business in 

enerating, eee distributing electric energy and in manu- 
Rictartiie, selling, and distributing fertilizer and fertilizer ingredients. 
A continuing fund of $1,000,000 is also excepted from the requirements 
of this section and may be withheld by the hoosd to defray emergency 
expenses and. to insure continuous operation: Provided, That nothing 
in this section shall be construed to prevent the use by the board, after 
June 30, 1936, of proceeds accruing prior to July 1, 1936, for the.pay- 
ment of obligations lawfully incurred prior to such latter date. 

Src. 26a. The unified development and regulation of the Tennessee 
River system requires that no dam, appurtenant works, or: other 
obstruction, affecting navigation, flood control, or public lands. or 
reservations shall be constructed, and thereafter operated or main- 
tained across, along, or in the said river or any of its tributaries until 

lans for such construction, operation, and. maintenance shall have 
en submitted to and approved by the board; and the construction, 
commencement of construction, operation, or maintenance of such 
structures without such approval is hereby prohibited. .When.such 
plans shall have been approved, deviation therefrom either before or 
after completion of such structures is prohibited unless the modifi- 
cation of such plans has previously been submitted to and approved 
by the board. 

In the event the board shall, within sixty days after their formal 

submission to the board, fail-to approve any plans or modifications, 
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as the case may be, for construction, operation, or maintenance of any 
such structures on the Little Tennessee River, the above requirements 
shall be deemed satisfied, if upon application to the Secretary of War. 
with due notice to the Corporation, and hearing thereon, such plans 
or modifications are approved by the said Secretary of War as reason- 
ably adequate and effective for the unified development and regulation 
of the Tennessee River system. 

Such construction, commencement of construction, operation, or 
maintenance of any structures or parts thereof in violation. of the 
provisions of this section may be prevented, and the removal or dis- 
continuation thereof required by the injunction or.order of any dis- 
trict court exercising jurisdiction in any district in which such struc- 
tures or parts thereof may be situated, and the Corporation is hereby 
authorized to bring appropriate proceedings to this end. 

The requirements of this section shall not be construed to be a 
substitute for the requirements of any other law of the United States 
or of any State, now in effect or hereafter enacted, but shall be in 
addition thereto, so that any approval, license, permit, or other sanc- 
tion now or hereafter required by the provisions of any such law 
for the construction, operation, or maintenance of any structures what- 
ever, except such as may be constructed, opcrated, or maintained by 
the Corporation, shall be required; notwithstanding the provisions of 
this section. 

Src. 27. All appropriations necessary to carry out the provisions 
of this Act are hereby authorized. 

Sec. 28. That all Acts or parts of Acts in conflict herewith are 
—— repealed, so far as they affect the operations contemplated by 
this Act. 

Sec. 29. The right to alter, amend, or-repeal this Act is hereby 
expressly declared and reserved, but no such amendment or repeal 
shall operate to impair the obligation of any contract made by said 
Corporation under any power conferred by this Act. 

Sec. 30. That the sections of this Act are hereby declared to be 
separable, and in the event of any one or more sections of this Act, 
or parts thereof, be held to be unconstitutional, such holding shall 
not affect the validity of other sections or parts of this Act. 

Sec. 31. This Act shall be liberally construed to carry out the pur- 
poses of Congress to provide for the disposition of and make needful 
rules and regulations respecting Government properties entrusted to 
the Authority, provide for the national defense, improve navigation, 
control destructive floods, and promote interstate commerce and the 
general welfare, but no real estate shall be held except what is necessary 
in the opinion of the board to carry out plans and projects actually 
decided upon requiring the use of such land: Provided, That any land 
purchased by the Authority and not necessary to carry out plans and 
projects actually decided upon shall be sold by the Authority as agent 
of the United States, after due advertisement, at public acution to 


the highest bidder, or at private sale as provided in section 4 (k) 
of this Act. 
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Paragraph Seventh of Section 5136 of the Revised Statutes of the 
United States, as Amended (12 U. S. C. 24) 


Sec. 5136. Upon duly making and filing articles of association and 
an organization certificate, the association shall become, as from the 
date of the execution of its organization certificate, a body corporate, 
and as such, and in the name designated in the organization certificate, 
it shall have power— 

First. ‘To adopt and use a corporate seal. 

Second. To have succession from the date of the approval of this 
Act, or from the date of its organization if organized after such date 
of approval until such time as it be dissolved by the act of its share- 
holders owning two-thirds of its stock, or until its franchise becomes 
forfeited by reason of violation of law, or until terminated by either a 
general or a special Act of Congress or until its affairs be placed in 
the hands of a receiver and finally wound up by him. 

Third. To make contracts. 

Fourth. To sue and be sued, complain and defend, in any court of 
law and equity, as fully as natural persons. 

Fifth. To elect or appoint directors, and by its board of directors 
to appoint a president, vice president, cashier, and other officers, 
define their duties, require bonds of them and fix the penalty thereof, 
dismiss such officers or any of them at pleasure, and appoint others to 
fill their places. 

Sixth. To prescribe, by its board of directors, bylaws not incon- 
sistent with law, regulating the manner in which its stock shall be 
transferred, its directors elected or — its officers appointed, 
its property transferred, its general business conducted, and the 
privileges granted to it by law exercised and enjoyed. 

Seventh. To exercise by its board of directors, or duly authorized 
officers or agents, subject to law, all such incidental powers as shall be 
necessary to carry on the business of banking; by discounting and 
negotiating promissory notes, drafts, bills of exchange, and other 
evidences of debt; by receiving deposits; by buying and selling ex- 
change, coin, and bullion; by loaning money on personal security; and 
by obtaining, issuing, and circulating notes according to the provisions 
oh this title. The business of dealing in securities and stock by the 
association shall be limited to purchasing and selling such securities 
and stock without recourse, solely upon the order, and for the account 
of, customers, and in no case for its own account, and the association 
shall not underwrite any issue of securities or stock: Provided, That 
the association may purchase for its own account investment securities 
under such limitations and restrictions as the Comptroller of the 
Currency may by regulation prescribe. In no event shall the total 
amount of the investment securities of any one obligor or maker, held 
by the association for its own account, exceed at any time 10 per 
centum of its capital stock actually paid in and unimpaired and 
10 per centum of its unimpaited surplus fund, except that this limita- 
tion shall not require any association to dispose of any securities law- 
fully held by it on the date of enactment of the Banking Act of 1935. 
As used in this section the term “investment securities” shall mean 
marketable obligations, evidencing indebtedness of any person, 
copartnership, association, or corporation in the form of bonds, notes 
and/or debentures commofily known as investment securities under 
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such further definition of the term “investment securities” as may by 
— be prescribed by the Comptroller of the Currency. Except 
as hereinafter ee or otherwise permitted by law, nothing herein 
contained shall authorize the cen by the association for its own 
account of any shares of stock of any corporation. The limitations 
and restrictions herein contained as to dealing in, underwriting and 
purchasing for its account, investment securities shall not apply to 
obligations of the United States, or general obligations of any State or 
of any political subdivision thereof, or obligations issued under author- 
ity of the Federal Farm Loan Act, as amended, or issued by the 
thirteen banks for cooperatives or any of them or the Federal Home 
Loan Banks or the Home Owners’ Loan Corporation, or obligations 
which are insured by the Federal Housing Administrator pursuant to 
section 207 of the National Housing Act, if the debentures to be 
issued in payment of such insured obligations are guaranteed as to 

rincipal and interest by the United States, or obligations of the 

ederal National Mortgage Association, or such obligations of any 
local public agency (as defined in section 110 (h) of the Housing Act 
of 1949) as are secured by an agreement between the local public 

ency and the Housing and Home Finance Administrator in which 

e local public agency agrees to borrow from said Administrator, 
and said Administrator agrees to lend to said local public agency 

rior to the maturity of such obligations (which obligations shall 

ave & maturity of not more than eighteen months), monies in an 
amount which (together with any other monies irrevocably committed 
to the payment of interest on such obligations) will suffice to pay the 
principal of such obligations with interest to maturity thereon, which 
monies under the terms of said agreement are required to be used for 
the purpose of paying the principal of and the interest on such obli- 
gations at their maturity, or such obligations of a public housing 
agency (as defined in the United States Housing Act of 1937, as 
amended) as are secured either (1) by an agreement between thie 
public housing agency and the Public Housing Administration in 
which the public housing agency agrees to borrow from the Public 
Housing Administration, and the Public Housing Administration 
agrees to lend to the public housing agency, prior to the maturity of 
such obligations (which obligations shall have a maturity of not more 
than eighteen months), monies in an amount which (together with 
any other monies irrevocably committed to the payment of interest 
on such obligations) will suffice to pay the principal of such obligations 
with interest to maturity thereon, which monies under the terms of 
said agreement are required to be used for the purpose of paying the 
principal of and the interest on such obligations at their maturity, 
or (2) by a pledge of annual contributions under an annual contribu- 
tions contract between such public housing agency and the Public 
Housing Administration if such contract shall contain the covenant 
by the Public Housing Administration which is authorized by sub- 
section (b) of section 22 of the United States Housing Act of 1937, as 
amended, and if the maximum sum and the maximum period specified 
in such contract pursuant to said subsection 22 (b) shall not be less 
than the annual amount and the period for payment which are 
requisite to provide for the payment when due of all installments of 
principal and interest on such obligations: Provided, That in carrying 
on the business commonly known as the safe-deposit business the 
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association shall not invest in the capital stock of a corporation 
organized under the law of any State to conduct a safe-deposit business 
in an amount in excess of 15 per centum of the capital stock of the 
association actually paid in and unimpaired and 15 per centum of its 
unimpaired surplus. The limitations and restrictions herein con- 
tained as to dealing in and underwriting investment securities shall 
not apply to obligations issued by the International Bank for Recon- 
struction and Development which are at the time eligible for purchase 
by @ national bank for its own account, nor to Seeds notes and other 
obligations issued by the Tennessee Valley Authority: Provided, That 
no association shall hold obligations issued by [said bank] ether of 
said organizations as a result of underwriting, dealing, or purchasing 
for its own account (and for this purpose obligations as to which it is 
under commitment shall be deemed to be held by it) in a total amount 
exceeding at any one time 10 per centum of its capital stock actually 
ow in and unimpaired and 10 per centum of its unimpaired surplus 
un 


Eighth. To contribute to community funds, or to charitable, 
philanthropic, or benevolent instrumentalities conducive to publie 
welfare, such sums as its board of directors may deem expedient 
and in the interests of the association, if it is located in a State the 
laws of which do not expressly prohibit State banking institutions 
from contributing to such funds or instrumentalities. 


O 
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TAX RATE EXTENSION ACT OF 1959 
JuNnE 24, 1959.—Ordered to be printed 


Mr. Byrp of Virginia, from the Committee on Finance, submitted the 
following 


REPORT 


[To accompany H.R. 7523) 


The Committee on Finance, to whom was referred the bill (H.R. 
7523) to provide a 1-year extension of the existing corporate normal- 
tax rate and of certain excise-tax rates, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill, as amended, do pass. 


I. GENERAL STATEMENT 


H.R. 7523 as passed by the House provided for a 1-year extension 
of the present corporate income tax rates and the existing rates of 
certain excise taxes. The rates of these taxes otherwise are scheduled 
for reduction on July 1, 1959. 

The present 52 percent corporate income tax rate, without the 1- 
year extension provided in this bill, would revert to 47 percent as of 
July 1, 1959, through a reduction of the normal tax rate from 30 
percent to 25 percent. The excise tax rates, which without this bill 
would also be decreased as of July 1, 1959, are those on distilled 
spirits, beer, wine, cigarettes, passenger automobiles, and automo- 
bile parts and accessories. The rates for these taxes, both those 
which are being extended and the rates which will be applicable 
July 1, 1960, are both shown in table 1. 

Your committee has accepted the provisions of the House bill but 
added two amendments. One of these repeals the 10 percent tax on 
the transportation of persons effective for the first month beginning 
more than 10 days after the date of enactment of this bill. The secon 
amendment provides that the present taxes on telephone, telegraph, 
and related services, which are generally at a 10 percent rate, are to 
terminate as of July 1, 1960, the same termination date the House- 
passed bill provides for the excise tax rates it is continuing. 
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The continuation of the present corporate tax rate and the excise 
tax rates on alcoholic beverages, cigarettes, passenger cars, and auto 
parts and accessories are essential in view of the 1960 budgetary re- 
quirements. Provision for a termination date in the case of the 
various communication excise taxes is provided in order to give assur- 
ance that these tax rates will be reviewed at the same time Congress 
reviews the other excise tax rates which are to terminate on July 1, 
1960. This is not intended to give any assurance that these commu- 
nication tax rates will be considered for termination any sooner than 
the other excise tax rates which under this bill are to be reduced as of 
July 1, 1960. The repeal of the transportation tax on rail, air, and 
other transportation by persons is in accord with the action taken by 
the Senate last year when it repealed this tax. However, this repeal 
did not become effective since it was not accepted by the conferees. 

If the existing rates are not continued, there would be a revenue 
loss in a full year of operation of about $3.1 billion. Of this, $2.2 
billion would be in corporate income taxes and $0.9 billion in the 
following excise taxes: $241 million of various alcohol taxes, $226 
million of the tax on cigarettes, and $458 million of the taxes on auto- 
mobiles and automobile parts and accessories. ‘The $924 million 
which would be received in a full year from the continuation of excise 
taxes will, under your committee’s bill, be reduced by $250 million, 
or the estimated cost in a full year of operation of its amendment 
repealing the tax on the transportation of persons. This reduces the 
$924 million of gain from excise taxes to $674 million in a full year of 
operation. This does not take into account the taxes on communica- 
tions since these are not reduced until the beginning of the fiscal 
year 1961. 

For the fiscal year ending June 30, 1960, the continuation of the 
corporate and existing excise taxes will result in a revenue increase 
for that year of $2,033 million. However, under your committee’s 
bill, there will be an additional loss in the fiscal year 1960 of $188 
million as a result of the repeal of the tax on the transportation of 
persons. This reduces the net gain under this bill for the fiscal year 
agp $1,845 million. Details of the revenue estimates are shown 
in table 2. 
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TABLE 1.—Taz rates affected by the bill 
hhc agape isl lll ttinafuitialsedaih italia 


Present law Rate to be- 





Unit of tax rate | come effective 
July 1, 1960 
| 
a i 
Geppetations.........22..0220--cececenwccceee Normal tax net income....) 30 percent..... 25 percent. 
Excises: 
Liquor taxes: 
TRONOR GONG... Seienisétnchapodsdees | Per proof gallon........... SAG.DRi . citeinths $9, 
Beer_..... 8s cenenabia declines inanmiamaieaiaala Per ONG. <) ncasciwitioe | We censneeasas | $8. 
Wine: 
Still wine: { 
Containing less than 14 per- | Per wine gallon........... | 17 cents......- 15 cents. 
cent alcohol. 
Containing 14 to 21 percent |_.... ND cinsiacociaintidhanas ea a ie 60 cents. 
alcohol. | 
Containing 21 to 24 percent |..... i iin ie ete $2. 
alcohol. | 
Containing more than 24 |_...- Oa. ..cspndacnmceenestet S CMAD. catches | $9. 
| i 


percent alcohol 
Sparkling wines, liqueurs, ete.: 

















Champagne, sparkling | $3. 
wine. 
Liqueurs, cordials, ete... ..- $1.60, 
Artificially carbonated wine = 
Tobacco taxes: Cigarettes............... Par teen... cn cacuticddal Seisdbiscdiaaa $3.50. 
Manufacturers’ excises: 
Passenger cars......................| Manutacturers’ sale price__| 10 percent... 7 percent. 
Auto parts and accessories. .........}....- do 8 percent_..... 5 percent, 
Transportation of persons_.............-. Amount paid 10 percent..... 0 
Communication taxes: 
General telephone service...........}....- do 10 percent..... 0. 
Toll telephone service__............. eee, do... 10 percent..... 0. 
PIR HURTING... ccccccecnensecuspensax do 10 percent.....| 0. 
Teletypwriter exchange service.....|....- do 10 percent..... 0. 
Wire mileage service................ ere do 10 percent..... 0, 
Wire and equipment service........|..... do | 8 percent...... 0, 





TABLE 2.—Revenue effect of the bill as amended by 


{In millions of dollars] 


your committee 





| 





Continuing the 52-percent corporate rate... . . 2.2.2.2... ccc cccccccccccccccces 


Continuing present excise tax rates: 

III IDL isin ck ese toes oben siete enabled agate deiaidlaiaaiateistdaieinaie 
a  iieeciman sean GAGE adda daataagheeeedel 
in dtr cheesiest aidan lint teen ncstetsdiaseiblalelitata a aiatainiatiige 
Passenger cars 


Total excise rates continued 
Excise tax repealed: Transportation of persons. ..............-..-..------.-- 


Net excise tax revenues 


Net effect of bill 


Revenue effect 


Full year! Fiscal year 





[rerm' | Pau 





1960 2 

$ 2,214 $1, 000 
145 245 
85 93 
10 14 
226 246 
392 377 
66 58 
924 1,033 
—250 —188 
674 | 845 











2, 888 | 1, 845 





1 This gives no effect to the repeal of the communication taxes since these are effective until the fiscal 


year 1961. 
1 Includes floor stock refunds. 
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Il. EXPENDITURE OUTLOOK 


In testimony before your committee, the Director of the Bureay 
of the Budget presented the administration’s current views as to the 
budgetary outlook for the fiscal years 1959, 1960, and to some extent 
for the subsequent years. Your committee believes that a summary 
of this testimony is helpful in showing the need for the enactment 
of this bill. 

With respect to the fiscal year 1959, the Director indicated that, 
in his opinion, estimated expenditures will amount to about the 
$80.9 billion estimated in last January’s budget and that there will 
be a deficit of nearly $13 billion, although there is a possibility that the 
budget deficit may turn out to be a few hundred million dollars legs, 

With respect to fiscal year 1960, the Director pointed out that a 
balanced budget was proposed in January providing for expenditures 
of $77 billion and revenues at $77.1 billion, with a small budgetary 
surplus of $70 million. He stated that the only change in the Janu- 
ary budget estimate of expenditures which now seems definite is for 
interest on the public debt. He indicated that because of currently 
higher interest rates, expenditures for interest may be about $500 
million more estimated than last January. In addition to the $500 
million increase in interest expenditures, the Director indicated that 
there are other factors, still not definite, which may affect the total 
of 1960 expenditures. 


III. CHANGES IN EXISTING LAW 


In the opinion of the committee, it is necessary, in order to expedite 
the business of the Senate, to dispense with the requirements of sub- 
section 4 of rule XXIX of the Standing Rules of the Senate (relating 
to the showing of changes in existing law made by the bill, as re- 


ported). 
O 
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AMENDING THE LONGSHOREMEN’S AND HARBOR WORKERS’ 
COMPENSATION ACT, WITH RESPECT TO PAYMENT OF COM- 
PENSATION WHERE THIRD PERSON IS LIABLE 


June 24, 1959.—Ordered to be printed 


Mr. Kennepy, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany H.R. 451] 


The Committee on Labor and Public Welfare, to whom was re- 
ferred the bill (H.R. 451) to amend the Longshoremen’s and Harbor 
Workers’ Compensation Act, with respect to the payment of com- 
pensation in cases where third persons are liable, having considered 
the same, report favorably thereon with an amendment and recom- 
mend that the bill as amended do pass. 

The amendment strikes all of the text after the enacting clause and 
substitutes in lieu thereof a substitute which appears in the reported 
bill in italic type. 

BACKGROUND OF THE BILL 


Like other workmen’s compensation laws the Longshoremen’s and 
Harbor Workers’ Compensation Act involves a relinquishment of 
certain legal rights by employees in return for a similar surrender of 
rights by employers. Employees are assured hospital and medical 
care and subsistence during convalescence. Employers are assured 
that regardless of fault their liability to an injured workman is limited 
under the act. In some instances injury to an employee is caused 
by a third party. In such circumstances, section 33 of the act reserves 
to the employee the right to seek damages against the third party. 

Section 5 of the Longshoremen’s Act makes the statutory liability 
of an employer the exclusive liability for injury to an employee arising 
out of employment. This section also reserves to the employee the 
right to recover damages against third parties causing injury. 

However, in exercising his right to sue a third party for damages 
under section 33 of existing law, the employee must choose whether to 
collect the compensation to which he is entitled or to pursue the third- 
party suit. He may not pursue both courses. 
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Existing law works a hardship on an employee by in effect forcin 
him to take compensation under the act because of the risks involve 
in pursuing a lawsuit against a third party. His compensation under 
the act is certain but his chances of winning a third-party liability 
suit are uncertain. In these circumstances an injured employee 
usually elects to take compensation for the simple reason that his 
expenses must be met immediately, not months or years after when he 
has won his lawsuit. Circumstances like these are ready made for the 
unscrupulous who have been known to “stake” an injured employee 
while pursuing a damage suit—those who, in effect, purchase an injured 
employee’s claim for their own monetary advantage. 


PURPOSE OF THE BILL 


The bill as amended by the committee would revise section 33 of the 
act so as to permit an employee to bring a third-party liability suit 
without forfeiting his right to compensation under the act. The 
principle underlying the modification of the law made by this bill, is 
embodied in most modern State workmen’s compensation laws. The 
committee believe that in theory and practice this is sound approach to 
what has been a difficult problem. As embodied in the committee 
amendment, the principle would be applied with due recognition of 
the equities and rights of all who are involved. 

Although an employee could receive compensation under the act 
and for the same injury recover damages in a third-party suit, he 
would not be entitled to double compensation. The bill, as amended, 
provides that an employer must be reimbursed for any compensation 
paid to the employee out of the net proceeds of the recovery. In the 
event that an employee does not elect to sue for damages within 6 
months of the compensation award the employer is assigned the 
cause of action. In the event that the employer institutes proceed- 
ings and makes a recovery, the employee receives four-fifths of the 
amount after necessary expenses, approved by the Deputy Commis- 
sioner, and all benefits and compensation have been deducted. Thus 
by giving the employer a reasonable (one-fifth) share in the net 
recovery and incentive is provided not to compromise a suit only for 
the amount of compensation but to protect the interests of the em- 
ployee as much as possible. 

The other major provision of the bill relates to the immunization of 
fellow employees against damage suits. The rationale of this change 
in the law is that when an employee goes to work in a hazardous indus- 
try he encounters two risks. First, the risks inherent in the hazardous 
work and second, the risk that he might negligently hurt someone else 
and thereby incur a large common-law damage liability. While it is 
true that this provision limits an employee's rights, it would at the 
same time expand them by immunizing him against suits where he 
he negligently injures a fellow worker. It simply means that rights 
and liabilities arising within the “employee family” will be settled 
within the framework of the Longshoremen’s and Harbor Workers’ 
Compensation Act. 

The bill as amended by the committee provides greater protection 
to injured workers and corrects defects in existing law. It carefully 
protects the interests of all who are involved and balances the equities. 
The bill as amended has the support of both labor and industry and the 
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endorsement of both the Labor Department and the Bureau of the 
Budget. The views of the executive agencies are expressed in the 
letters which follow: 
U.S. Department or Lasor, 
OFFICE OF THE SECRETARY, 
Washington, May 1, 1959. 
Hon. Lister Hitt, 
Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 

Dear Senator Hitt: This is in further response to your request 
for a report on H.R. 451, a bill to amend the Longshoremen’s and 
Harbor Workers’ Compensation Act, with réspect to the payment of 
compensation in cases where third persons are liable. 

This bill would amend section 33 of the act, which describes the 
relative rights of employers and employees under the act when a 
third party is responsible for an injury which is also compensable 
under the act. The primary purpose of the bill apparently is to 
eliminate the present requirement of an immediate election either to 
take benefits under the act or to pursue a remedy against the third 
party. Under certain circumstances, it would permit acceptance of 
compensation benefits and an action by the employee or his repre- 
sentative against the third party On the other hand, if compensation 
were accepted without instituting an action against the third party 
within the period allowed in the bill, the cause of action would be 
assigned to the carrier after it had given the required notice. Two- 
thirds of any amount recovered by the carrier in excess of its com- 

ensation liability, after the deduction of reasonable expenses, would 
be payable to the employee or his eligible survivors. 

In general, H.R. 451 appears to follow the pattern of the New York 
workmen’s compensation law and would make significant changes 
with respect to the rights and liabilities of the parties in interest. 
This Department would not object in principle to what seems to be 
the primary purpose of the bill. However, it has several features 
which we find objectionable, for the reasons described in the enclosed 
comments on H.R. 451. We are enclosing, as a substitute for H.R. 
451, suggested language to remedy these defects. Also enclosed is a 
Ramseyer of the Department’s amendment, and an explanation of 
this proposal. 

Time has not permitted us to determine the views of the Bureau of 
the Budget on the submission of this report. 

Sincerely yours, 
James T. O’CoNNELL, 
Acting Secretary of Labor. 





EXEcUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGet, 
Washington, D.C., May 22, 1959. 
Hon. Lister HI, 
Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 


My Dear Mr. CuatrMan: This is in reply to your letter of April 
17, 1959, requesting the views of the Bureau of the Budget on H.R. 
451, a bill to amend the Longshoremen’s and Harbor Workers’ 
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Compensation Act, with respect to the payment of compensation in 
cases where third persons are liable. 

As an attachment to its report, forwarded to your committee on 
May 1, 1959, the Department of Labor has submitted a substitute for 
H.R. 451 which accomplishes the major purpose of that bill while 
correcting certain of its features which were found to be objectionable, 

The Bureau of the Budget concurs with the views of the Department 
of Labor and prefers enactment of the substitute bill proposed by 
that Department instead of H.R. 451. 

Sincerely yours, 
(Signed) Puiu S. Hucuss, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Section 33 or LONGSHOREMEN’sS AND HarsBpor WorkKeErRS’ ComPEn- 
SATION Act, As AMENDED (44 Strat. 1440) 


COMPENSATION FOR INJURIES WHERE THIRD PERSONS ARE LIABLE 


Sec. 33. (a) If on account of a disability or death for which com- 
pensation is payable under this Act the person entitled to such 
compensation determines that some person other than the employer 
or @ person or persons in his employ is liable in damages, [he may 
elect, by giving notice to the deputv commissioner in such manner as 
the commission may provide, ] he need not elect whether to receive such 
compensation or to recover damages against such third person. 

(b) Acceptance of such compensation under an award in a com- 
pensation order filed by the deputy commissioner shall operate as an 
assignment to the employer of all right of the person entitled to 
compensation to recover damages against such third person unless 
such person shall commence an action against such third person within 
siz months after such award. 

(c) The payment of such compensation into the fund established 
in section 44 shall operate as an assignment to the employer of all 
right of the legal representative of the deceased (hereinafter referred 
to as “representative’’) to recover damages against such third person 
[whether or not the representative has notified the deputy commis- 
sioner of his election]. 

(d) Such employer on account of such assignment may either insti- 
tute proceedings for the recovery of such damages or may compromise 
with such third person either without or after instituting such pro- 
ceeding. 

(e) Any amount recovered by such employer on account of such 
assignment, whether or not as the result of a compromise, shall be 
distributed as follows: 

(1) The employer shall retain an amount equal to— 

(A) the expenses incurred by him in respect to such proceed- 
ings or compromise (including a reasonable attorney’s fee as 
determined by the deputy commissioner) ; 
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(B) the cost of all benefits actually furnished by him to the 
employee under section 7; 

(C) all amounts paid as compensation; 

(D) the present value of all amounts thereafter payable as com- 
pensation, such present value to be computed in accordance with 
a schedule prepared by the [commission ] Secretary, and the pres- 
ent value of the cost of all benefits thereafter to be furnished 
under section 7, to be estimated by the deputy commissioner, 
and the amounts so computed and estimated to be retained by 
the employer as a trust fund to pay such compensation and the 
cost of such benefits as they become due, and to pay any sum 
finally remaining in excess thereof to the person entitled to com- 
pensation or to the representative; and 

(2) The employer shall pay any excess to the person entitled to 
compensation or to the representative, less one-fifth of such excess which 
shall belong to the employer. 

(f) If the person entitled to compensation [or the representative 
elects to recover damages against such third person and notifies the 
[commission] secretary of his election and] institutes proceedings 
within the period prescribed in section 33(6) [13] the employer shall 
be required to pay as compensation under this Act a sum equal to the 
excess of the amount which the [commission ] Secretary determines is 
payable on account of such injury or death over the amount recovered 
against such third person. 

(¢) If a compromise with such third person is made by the person 
entitled to compensation or such representative of an amount less than 
the compensation to which such person or representative would be 
entitled under this Act, the employer shall be liable for compensation 
as determined in subdivision ({) [e] only if such compromise is made 
with his written approval. 

{(h) The deputy commissioner may, if the person entitled to com- 
pensation under this Act is a minor, make any election required under 
subdivision (a) of this section, or may authorize the parent or guardian 
of the minor to make such election. J 

(h) [i] Where the employer is insured and the insurance carrier 

as assumed the payment of the compensation, the insurance carrier 
shall be subrogated to all the rights of the employer under this section. 

“(i) The right to compensation or benefits under this Act shall be the 
exclusive remedy to an employee when he is injured, or to his eligible 
survivors or legal representatives if he is killed, by the negligence or wrong 
of any other person or persons in the same employ: Provided, That this 
provision shall not affect the liability of a person other than an officer or 
employee of the employer.” 


O 
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PROVIDING FOR THE REPORTING BY THE SENATE OF 
DETAILED INFORMATION ON ITS PAYROLLS 


JuNE 24, 1959.—Ordered to be printed 


Mr. HenninGs, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


{To accompany S. Res. 139] 


The Committee on Rules and Administration, having considered 
an original resolution (S. Res. 139) to provide for the reporting by the 
Senate of detailed information on its payrolls, report favorably 
thereon, and recommend that the resolution be agreed to by the 
Senate. 

Under the present practice, the Secretary of the Senate makes an 
annual report, pursuant to sections 60, 61, and 63 of the Revised 
Statutes of the United States, which sets forth an itemization of all 
receipts and expenditures of the Senate in chronological order by 
appropriation and fiscal year of availability. General expense items, 
as listed, indicate the dates of payment, the dates of obi; tion, the 
payees, the items of expenditures, the total amounts paid, the obli- 
gating activities, and the authorities under which the obligations were 
incurred. The Secretary’s reports are customarily printed in the 
month of January and contain a complete record of all vouchers 
processed by the Senate during the preceding fiscal year. These 
reports are available within 7 months of the close of the fiscal year 
involved and are made available as Senate documents. 

In the interest of making a more specific and timely disclosure of the 
names, titles, and salaries received by all individuals employed by the 
Senate, however, it is the opinion of the Committee on Rules and 
Administration that the Annual Report of the Secretary of the Senate 
should be somewhat expanded to include a specific breakdown of 
payroll information. It is the further opinion of the committee that 
the Secretary of the Senate should also compile and make available 
such information to the public on a quarterly basis not later than 60 
days following the close of each quarterly period, beginning with the 
quarter commencing on July 1, 1959. Section (2) of the committee’s 
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original resolution (S. Res. 139) would accomplish the first objective, 
and section (b) thereof would provide for the quarterly reports. 

The committee reached its conclusions after a through examination 
of the issues involved and after careful appraisal of possible methods 
which could be employed to meet the recognized public interest in the 
expenditure of Senate funds. The committee sincereiy believes that 
in recommending its proposal it is cooperating to the fullest extent in 
making a complete and scrupulous accounting of all the Senate's 
expenditures. O 
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AMENDING TITLE XI OF THE MERCHANT MARINE ACT, 
1936, IN ORDER TO INCLUDE FLOATING DRYDOCKS 
UNDER THE DEFINITION OF THE TERM “VESSEL” IN 
SUCH TITLE 


JUNE 24, 1959.—Ordered to be printed 


Mr. Macnuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


together with 


MINORITY VIEWS 
(To accompany S. 107] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 107) to amend title XI of the Merchant Marine 
Act, 1936, relating to Federal ship mortgage insurance, in order to 
include floating drydocks under the definition of the term ‘‘vessel” in 
such title, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass, 


PURPOSE OF THE BILL 


S. 107 would amend title XI of the Merchant Marine Act, 1936, so 
as to include floating drydocks among the type of vessels eligible for 
Federal ship mortgage insurance in order to facilitate their construc- 
tion through private financing. 

Your committee recognizes that the trend today is toward building 
larger tankers and bulk carriers in our merchant fleet. The increased 
deadweight tonnage capacities of these vessels, ranging from 45,000 
tons or more, make it impossible for maintenance and repair require- 
ments to be handled by presently available facilities. As a matter of 
fact, there is no large floating drydock on the west coast, and only 
one, located in New York, on the east coast, which could possibly 
serve large vessls such as those mentioned above. 

While it is true there are fixed facilities which could handle repair 
and maintenance work, these facilities are for the most part engaged 
in the construction of new vessels, with little or no time remaining to 
be allocated for repair and maintenance work. 

34006 
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In addition to the commercial need for these floating drydocks, the 
following statement in the report furnished by the Department of the 
Navy on the bill is to be noted: 


As there may be a possible mobilization deficiency of 
floating drydocks in a future emergency, this Department 
would favor legislation which would encourage the building 
of additional floating drydocks. 


Due to the fact that the construction of floating drydocks requires a 
very high fixed capital investment, it is necessary, in order to secure 
their construction, that there be available financing at reasonable cost, 
Recent market fluctuations in the ship construction and ship repair 
field make it very difficult to secure financing at reasonable rates, 
Consequently it is necessary for the larger vessels being constructed 
now to be repaired in foreign yards; or, in the alternative, to con- 
struct floating drydocks abroad and bring them into the United States 
to service these vessels. In the opinion of your committee the most 
desirable course would be to amend title XI in order that the mortgage 
insurance provisions would be available to reduce the present high- 
cost finance rates. 

Hearings on this legislation in both the 85th Congress, 2d session, 
and the 86th Congress, Ist session, showed the strong support for this 
legislation by the independent shipyards and the AFL-C1O Maritime 
Council. 

EFFECT OF AMENDMENTS 


The committee added three amendments to S. 107 as introduced’ 
Two were of a technical nature. The third amendment limited the 
size of floating drydocks eligible for the benefits of mortgage insurance 
to those of “thirty-five thousand or more lifting tons and a beam of one 
hundred and twenty five feet or more between the wing walls.” This 
amendment would insure that the facilities constructed would con- 
form to those dictated by commercial and defense needs. 


AGENCY COMMENTS 


The report of the Department of the Navy recommended that the 
legislation be enacted to overcome & on mobilization deficiency 
of drydocks in a future emergency. The Department of Commerce 
opposed the legislation. The Department of Justice, the Federal 

rade Commission, and the Comptroller General offer no recom- 
mendations. 

The agency reports follow: 

DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 16, 1959. 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

My Dear Mr. CuarrmMan: Your request for comment on S. 107, 
a bill to amend title XI of the Merchant Marine Act, 1936, relating 
to Federal ship mortgage insurance, in order to include floating dry- 
docks under the definition of the term ‘‘vessel’’ in such title, has been 
assigned to this Department by the Secretary of Defense for the 
preparation of a report thereon expressing the views of the Depart- 
ment of Defense. 
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This bill would amend the Federal ship mortgage insurance title 
of the Merchant Marine Act, 1936, to include ‘floating drydocks” 
within the definition of ‘‘vessels” for the purposes of that title. 

As there may be a possible mobilization deficiency of floating dry- 
docks in a future emergency, this Department would favor legislation 
which would encourage the building of additional floating drydocks. 
As the subject matter of S. 107 is primarily the responsibility of the 
Department of Commerce, the Department of the Navy on behalf of 
the Department of Defense defers to the views of the Department of 
Commerce on the desirability of S. 107 as a means of increasing the 
number of floating drydocks that would be available upon mobiliza- 
tion. ‘ 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the 
Budget that there is no objection to the submission of this report on 
S. 107 to the Congress. 

Sincerely yours, 
Joun S. McCarn, Jr., 
Rear Admiral, U.S. Navy, 
Chief of Legislative Liaison. 
(For the Secretary of the Navy). 





Tue SEcRETARY OF COMMERCE, 
Washington, April 29, 1959. 
Hon. Warren G. MaaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Mr. CuarrmMan: This letter is in reply to your request of 
January 14, 1959, for the views of this Department with respect to 
S. 107, a bill to amend title XI of the Merchant Marine Act, 1936, 
relating to Federal ship mortgage insurance, in order to include float- 
ing drydocks under the definition of the term “vessel” in such title. 

he bill, by amending sections 1101 and 1104 of title XI of the 
Merchant Marine Act, 1936, as amended, would make eligible for 
Federal mortgage and loan insurance loans and mortgages made to 
aid in the construction, reconstruction, or reconditioning of floating 
drydocks, subject, of course, to all other requirements of law as to 
eligibility for title XI insurance. 
. eee does not recommend favorable consideration of 
the bill. 

Section 1 of the bill amends title XI of the 1936 act to include 
floating drydocks within the definition of “‘vessels’”’ for the purposes 
of title XI. Section 2 of the bill amends sections 1104(a)(8) and 
1104(b)(2) of title XI (requiring the subject vessel be one designed 
primarily for “commercial use’”’”) to embrace within the term “com- 
mercial use’’ construction, reconstruction, reconditioning, or repair of 
vessels by floating drydocks. 

S. 107 would constitute a radical expansion of the limits of title 
XI availability in the direction of Government guarantees of loans 
to the ship construction and ship repair industries. This goes clearly 
beyond the present bounds of title XI, which provides for Federal 
insurance of mortgages and loans for the construction of vessels only. 
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A floating drydock is, of course, a specialized facility used in the repair 
of ships and not used in the transportation of goods or persons. A 
drydock does not come within the scope of the definition of the term 
“vessel” in section 3 of title 1 of the United States Code, which 
provides that ‘vessel’? includes “every description of watercraft or 
other artificial contrivance used, or capable of being used, as a means 
of transportation on water.” Section 1101(c) of title XI of the 
Merchant Marine Act, 1936, provides that the term “vessel’’ includes 
“all types of passenger, cargo, and combination passenger-cargo 
carrying vessels, tankers, tugs, towboats, barges, and dredges docu- 
mented under the laws of the United States, and fishing vessels owned 
by citizens of the United States.” 

Even though floating drydocks are included as vessels under the 
bill, there remain other requirements of title XI which would have 
to be met by the vessel and by the mortgage submitted for insurance 
under title XI. A ship mortgage must be a preferred mortgage as 
defined in the Ship Mortgage Act, 1920, as amended. This requires 
U.S. documentation of the vessel in question, and requires in case of 
documentation for use in the domestic trade that the vessel be a 
U.S. citizen-owned vessel, with 75 percent of the stock interest vested 
in U.S. citizens free of any trust or obligation in favor of a noncitizen 
and free of any contract or other arrangement which would place 
control of the corporate owner in any person not a citizen of the 
United States. 

The amendment of ship mortgage insurance title XI to provide 100 
percent insurance was only made after very extensive and detailed 
legislative consideration of the importance and urgency of such pro- 
vision for Federal aid and guarantee in connection with the construe- 
tion of ships. While there will be some need in the future for float- 
ing drydock facilities of larger capacity because of the increased ton- 
nages of vessels under construction or planned for in the next few 
years (particularly tankers and some bulk carriers), the Department 
does not believe that the present need would, from the national view- 
point, justify financial aid or guarantee by the Federal Government. 

We have been advised by the Bureau of the Budget that there 
would be no objection to the submission of this report to your 
committee. 

Sincerely yours. 
F. H. MveE ver, 
Under Secretary of Commerce. 


U.S. DEPARTMENT OF JUSTICE, 
OFrFIcE OF THE Deputy ATTORNEY GENERAL, 
Washington, D.C., January 19, 1959. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 107) to amend 
title XI of the Merchant Marine Act, 1936, relating to Federal ship 
mortgage insurance, in order to include floating drydocks under the 
definition of the term ‘‘vessel”’ in such title. 
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The bill has been examined, but since the subject matter thereof is 
not related to any of the activities of the |)epartment of Justice, we 
would prefer not to offer any comment concerning it. 

Sincerely yours, 
Lawrence E. Watsa, 
Deputy Attorney General, 





Freperat Trape Commission, 
Washinaton, February 11, 1959. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. ; 

Dear Mr. Cuarrman: This is in reply to your letter dated Jan- 
uary 15, 1959, requesting comments of the Federal Trade Commission 
on 8S. 107, 86th Congress, Ist session, a bill to amend title XI of the 
Merchant Marine Act, 1936, relating to Federal ship mortgage 
insurance, in order to include floating drydocks under the definition 
of the term “vessel” in such title, and S. 137, 86th Congress, 1st 
session, a bill to amend the Merchant Marine Act, 1936, in order to 
authorize Federal ship mortgage insurance for fireboats. 

Both bills would amend title XI of the Merchant Marine Act, 
1936, to add to the types of vessels relative to which mortgages and 
loans may be insured by the Secretary of Commerce. 

The bills, if enacted, would not affect the Federal Trade Commis- 
sion in the performance of its duties. We do not have any informa- 
tion bearing upon any of the questions which may be involved in the 
proposals and therefore are not in a position to offer any useful com- 
ment. 

By direction of the Commission: 


JoHN W. Gwynne, Chairman. 


N.B.—Pursuant to regulations, this report was submitted to the 
Bureau of the Budget on January 28, 1959, and on February 10, 1959, 
the Commission was advised that there would be no objection to the 
submission of the report to the committee. 


Rosert M. Parrisn, Secretary. 





CompTROLLER GENERAL OF THE UNITED STATES, 
Washington, February 3, 1959. 

Hon. Warren G. Maenvuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate 

Dear Mr. CuarrMan: Further reference is made to your letter of 
January 14, 1959, acknowledged on January 15, requesting the com- 
ments of the General Accounting Office concerning 8. 107, 86th Con- 
gress, Ist session, entitled ‘‘A bill to amend title XI of the Merchant 
Marine Act, 1936, relating to Federal ship mortgage insurance, in 
order to include floating drydocks under the definition of the term 
‘vessel’ in such title.” 


59003°—59 _ S. Rept., 86-1, vol. 3——_78 
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We have no special information or knowledge as to the need for or 
desirability of the proposed legislation and, therefore, we make no 
recommendation with respect to its enactment. 

Sincerely yours, 
JoseEPH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, and existing law in 
which no change is proposed is shown in roman): 


TITLE XI—FEDERAL SHIP MORTGAGE INSURANCE 


Sec. 1101. As used in this title— 

(a) * * * 

(b) ee ~ 

(c) The term “vessel” includes all types of passenger, cargo, and 
combination passenger-cargo carrying vessels, tankers, tugs, tow- 
boats, barges, and dredges documented under the laws of the United 
States, [and fishing vessels] fishing vessels and floating drydocks which 
have a capacity of thirty five thousand or more lifting tons and a beam of 
one hundred and twenty five feet or more between the wing walls. 

sxc, 1102. * * * 

pac. 1103. ° * * 

Sec. 1104. (a) To be eligible for insurance under this title a 
mortgage— 

7 * x * * * * 


(8) shall secure a loan made to aid in financing, including 
payment of loans previously made to finance, and reimbursement 
of the mortgagor for expenditures previously made for, construc- 
tion (including designing, inspecting, outfitting, and equipping) 
of vessels under title V of this Act, as aieatied or the purchase 
by citizens of the United States of vessels for use on the Great 
Lakes pursuant to the Merchant Ship Sales Act of 1946, as 
amended, or the construction, reconstruction, or reconditioning 
(including designing, inspecting, outfitting and equipping), sub- 
sequent to the enactment of this title, of vessels owned by citizens 
of the United States which are designed principally for commercial 
use (a) in the coastwise or intracoastal trade; (b) on the Great 
Lakes, or on bays, sounds, rivers, harbors, or inland lakes of the 
United States; (c) in foreign trade; [or] (d) in the fishing trade or 
industry; or (e) with respect to floating drydocks, in the construction, 
reconstruction, reconditioning, or repair of vessels. 

Sec. 1104(b)(2) shall be made to aid in financing, including pay- 
ment of loans previously made to finance, and clti ingeaaialt of the 
borrower for expenditures previously made for construction (including 
designing, inspecting, outfitting and equipping) of vessels under title 
V of this Act, as amended, or for the construction, reconstruction, 
or reconditioning (including designing, inspecting, outfitting and 
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equipping) subsequent to the enactment of this title, of vessels owned 
by citizens of the United States which are designed principally for 
commercial use (a) in the coastwise or intercoastal trade; (b) on the 
Great Lakes or on bays, sounds, rivers, harbors, or inland lakes of 
the United States; (c) in foreign trade; [or] (d) in the fishing trade 
or industry; or (e) with respect to floating drydocks, in the construction, 
reconstruction, reconditioning, or repair of vessels. 








MINORITY VIEWS 


Extension of Federal ship mortgage insurance to cover floating dry- 
docks, irrespective of their capacity, is unnecessary and out of keeping 
with the purpose of title XI of the Merchant Marine Act of 1936, 

As title XI now stands, Federal loan and mortgage insurance is 
made available for the construction of vessels only, and by “vessels” 
is meant “all types of passenger, cargo and combination passenger- 
cargo carrying vessels, tankers, tugs, towboats, barges and dredges 
documented under the laws of the United States * * *.” S. 107 
would amend title XI by bringing floating drydocks under the defini- 
tion of the term ‘“‘vessel.” 

There is no justification whatever for classifying a floating drydock, 
an extremely immobile item used in the transportation of neither goods 
nor persons, as a ‘‘vessel’’ for the purposes of title XI. To do so would 
make eligible for title XI insurance vessel construction and mainte- 
nance facilities as contrasted to vessels themselves, an extension which 
is clearly unwarranted and beyond the contemplation of the Merchant 
Marine Act. 

A drydock is not a vessel in keeping with traditional meaning of the 
term as used in the Merchant Marine Act. Under no circumstances 
can they be considered, economically or otherwise, ‘‘vessels” even 
under the broadest meaning of the term. To extend the Ship Mort- 
gage Act so as to encompass ship construction and repair facilities 
would establish an unwise precedent. 

As Admiral Ford, the Maritime Administration witness, testifying in 
opposition to the bill stressed: ““* * * if you extend (insurance) to 
floating drydocks, would you extend it to graving docks, and if you 
extend it to graving docks, should you extend it to piers and ware- 
houses.” Succinctly stated, if S. 107 were enacted, logic could demand 
the extension of insurance to every variety of ship construction and 
repair facility. 

ith the issuance of insurance comes automatically the assumption 
of risk. This assumption of the role of insurer is justified only when 
there is a corresponding benefit to be derived and the presumption 
which exists against such an assumption can be overcome only by a 
clear showing of need. In this instance, not a single shipowner 
appeared to testify to the shortage of drydocks or to the need for 
expanded facilities of this kind. In brief, the Federal Government 
has been asked to stand as insurer for the construction of an article 
for which no need has been shown and from which no great benefit to 
the national interest could be derived. The Federal Government has 
been asked to take a useless risk. 

The Merchant Marine Act was designed primarily to place the 
American merchant marine in a strong competitive position. Title 
XI of this act was to contribute to this objective by making loan and 
mortgage insurance available for the construction of “‘vessels.” It 
was the express intent of title XI to limit the insurance eligibility to 
the mobile type craft capable of engaging in commerce. ‘To extend 
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eligibility to stationary facilities such as floating drydocks would 
make a meaningless sham out of the limitations imposed by title XT. 
If it is the present intent of Congress to extend loan and mortgage 
insurance to stationary repair and maintenance facilities, specific 
language to this effect should be introduced and made the subject of 
debate. ‘To take such a decisive and unprecedented step under the 
pretense of merely amending title XI is a camouflage. A new concept 
is advanced by S. 107, a concept which is badly “obscured by being 
described as a aaa little harmless amendment to the Merchant 
Marine Act. 

Finally, there is no economic justification for the Federal Govern- 
ment extending mortgage insurance aid to this aspect of the ship 
construction and repair industry. ‘Testimony before the committee 
clearly indicated that the industry in the past has been able to provide 
floating drydocks in number and capacity sufficient to satisfy the 
needs of the American Merchant Marine as well as any foreign vessels 
which might be repaired or constructed in the United States. It is 
also clearly evident that as the trend toward the construction of 
larger vessels continues, the industry can and will, through private 
financing, arrange for the construction of any larger floating drydocks 
which might be necessary. 

Not a single valid reason has been introduced to argue for the 
enactment of S. 107. We have no alternative but to oppose this 
legislation. 

JoHN MARSHALL Butter. 
Frank J. LauscHe. 
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FREE IMPORTATION OF GIFTS FROM MEMBERS OF THE 
ARMED FORCES 


June 25, 1959.—Ordered to be printed 


Mr. Byrp of Virginia, from the Committee on Finance, submitted 
the following 


REPORT 


[To accompany H.R. 7567] 


The Committee on Finance, to whom was referred the bill (H.R. 
7567) to extend for a period of 2 years the privilege of free importation 
of gifts from members of the Armed Forces of the United States on 
duty abroad, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of H.R. 7567 is to extend for a period of 2 years the 
temporary privilege which has been provided continuously since 1942, 
through periodic renewals, of allowing for the entry of so much of 
any shipment of bona fide gifts as does not exceed $50 in value without 
the payment of customs duties and import taxes when such gifts are 
sent by members of the Armed Forces on duty abroad. The bill was 
introduced at the request of the Department of Defense, in behalf of 
the administration. 

GENERAL STATEMENT 


The act of December 5, 1942 (Public Law 790, 77th Cong., 56 Stat. 
1041), allowed, until the expiration of 6 months after the termination 
of hostilities as determined by proclamation of the President, the 
entry, free of customs duties or internal revenue import taxes, of so 
much of any shipment as did not exceed $50 in value if there were 
filed in connection with the entry satisfactory evidence that the 
articles were bona fide gifts from a member of the Armed Forces of 
the United States on duty outside the continental limits of the United 
States. Public Law 384 of the 80th Congress extended the period 
for free entry through June 30, 1949, and also amended the law by 
restricting the privileges so as to deny free entry on or after September 
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1, 1947, unless the article is purchased “in or through authorized 
agencies of the Armed Forces of the United States or in accordance 
with regulations prescribed by the major geographical commands of 
the U.S. Armed Forces.” 

Public Law 241 of the 81st Congress again extended the period for 
free entry through June 30, 1951. 

Public Law 1 of the 82d Congress again extended the period for free 
entry through June 30, 1953. 

Public Law 19 of the 83d Congress extended the period for free entry 
through June 30, 1955. 

Public Law 190 of the 84th Congress extended the period for free 
entry through June 30, 1957. 

Public Law 30 of the 85th Congress extended the period for free 
entry through June 30, 1959. Under Public Law 30, in addition to 
the limit of $50 on each shipment, the privilege of free entry for 
alcoholic beverages and tobacco is subject to such further limitation 
as the Secretary of the Treasury may prescribe. Existing regulations 
prescribed under the act provide that the privileges of free importation 
shall not apply to alcoholic beverages or to non-tax-paid American 
cigarettes exported under the provisions of section 5704 of the Internal 
Revenue Code. 

The Department of Defense in urging the enactment of this legis- 
lation expressed the opinion that a very definite morale factor is 
embodied in this legislation. It is extremely important to a service- 
man on tour of duty overseas that he be able to send small gifts and 
souvenirs from the region in which he is serving to his family and 
friends in this country. If such articles were made subject to duty 
the administrative problems involved in sending gifts home would 
serve to discourage this practice. 

Your committee was assured that the legislation is safeguarded from 
abuse not only by the restrictions contained in the act, but also by 
appropriate regulations issued by the Department of the Treasury 
and the Department of Defense. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed 
in black brackets; new matter is printed in italic; existing law in 
which no change is proposed is shown in roman): 


Act or DecemsBer 5, 1942 


AN ACT To accord free entry to bona fide gifts from members of the Armed 
Forces of the United States on duty abroad 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That under such regulations 
as the Secretary of the Treasury shall prescribe so much of any 
shipment as does not exceed $50 in value, with such further limitation 
on the importation of alcoholic beverages and tobacco products as 
the Secretary may prescribe, shall be admitted into the United States 
or its Territories or possessions or the Commonwealth of Puerto Rico 
free of all customs duties, charges, or exactions, or internal-revenus 
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taxes imposed upon or by reason of importation, if there is filed in 
connection with the entry satisfactory evidence that the articles for 
which free entry is claimed were purchased in or through authorized 
agencies of the Armed Forces of the United States or in accordance 
with regulations prescribed by the major geographical commands of 
the United States Armed Forces, and are bona fide gifts from a 
member of the Armed Forces of the United States on duty outside the 
continental limits of the United States. 

Sec. 2. This Act shall be effective with respect to articles entered 
for consumption or withdrawn from warehouse for consumption on or 
after the day following the date of its enactment and before July 1, 
[1959] 1967. 4 | 
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PUBLIC DEBT ACT OF 1959 
June 25, 1959.—Ordered to be printed 


Mr. Byrop of Virginia, from the Committee on Finance, 
submitted the following 


REPORT 


[To accompany H.R. 7749] 


The Committee on Finance, to whom was referred the bill (H.R. 
7749) to increase the amount of obligations issued under the Second 
Liberty Bond Act which may be outstanding at any one time, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


SUMMARY 


The bill raises the permanent statutory limit on the Federal debt 
from $283 billion to $285 billion, and for fiscal year 1960 it allows an 
additional $10 billion temporary increase. 

Under provisions of the bill the debt limit will be $295 billion during 
fiscal year 1960, the $10 billion temporary increase will expire June 
30, 1960, and the limit thereafter will be $285 billion. 


GENERAL STATEMENT 


The administration requested that the permanent limit be raised 
from $283 billion to $288 billion and that an additional increase of 
$7 billion be allowed temporarily for fiscal year 1960. 

The Committee on Ways and Means of the House of Representa- 
tives approved the bill providing that the permanent ceiling be 
raised to $285 billion and allowing an additional $10 billion in tempo- 
rary increase for fiscal year 1960. The House passed the bill as 
reported by the Committee on Ways and Means. 

The Secretary of the Treasury, in testimony before the Senate 
Committee on Finance said an increase in the debt limit was essential 
to proper management of the Federal debt under existing and fore- 
seeable conditions. He testified further that the provisions of the 
bill as passed by the House were workable in terms of Treasury 
requirements, and acceptable to the administration. 
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The Committee on Finance has approved and reported the bill as 
passed by the House of Representatives, without amendment. 


HISTORY OF FEDERAL DEBT LIMITATION 


Limitation on public debt is standard and traditional in the United 
States at all levels of government. It is advocated by the adminis- 
tration, with sufficient leeway for flexibility. It is not new with 
Congress. Prior to 1917 specific acts of Congress were required to 
authorize each loan. Since 1917 the maximum limitation on Federal 
debt has been fixed by statute as shown in the following Treasury 
Department summary. 


Debt limitation under sec. 21 of the 2d Liberty Bond Act, as amended 





Act History of legislation Amount 
1917 
I iy NN cai chcnsaeisicieinincehinsart Sec. 1 (40 Stat. 288) authorized bonds in the amount 
Wisictecacicceddcekuiebiivcdsaemi bahia bneewet 1 $7, 538, 945, 400 
Sec. 5 (40 Stat. 290) authorized certificates of in- 
debtedness outstanding (revolving authority) -...- 2 4, 000, 000, 000 
1918 
BE i tinianciterraitiicieceeeiaabioas Amending sec. 1 (40 Stat. 502) increased bond au- 
I nts acs Alen caeeaciehctien cnenis spinigainncasidaniaonds 1 12, 000, 000, 000 
Amending sec. 5 (40 Stat. 504) increased authority for 
certificates outstanding to................--.-..--- 2 8, 000, 000, 000 
Ciara cndicivascuciiscemescaere Amending sec. 1 (40 Stat. 844) increased bond au- 
SOUR BOs di Bibeln ob od ah dna edb these cs eeé 1 20, 000, 000, 000 
1919 
EE, Wy We dcnaetnannonadcsus Amending sec. 5 (40 Stat. 1311) increased authority 
for certificates outstanding to_...............-..--- 2 10, 000, 000, 000 
New sec. 18 added (40 Stat. 1309) authorized notes in 
EC ee sscgiicians 17, 000, 000, 000 
1921 
Oe ERI i ctimcentindocnes Amending sec. 18 (42 Stat. 321) increased note au- 
thority to outstanding (establishing revolving au- 
CIS Ad hh SLE dS. bo Scere diem cd bi 47, 500, 000, 000 
1929 
ITs Siicicnichidianiehcmateadnanee Amending sec. 5 (46 Stat. 19) authorized Treasury 
bills in lieu of certificates of indebtedness, no 
change in limitation for the outstanding..........- 2 10, G00, 000, 000 
1931 
ee Amending sec. | (46 Stat. 1506) increased bond 
GRRE Wisitdinbindcnddinmadesaaeasanacntibne t 28, 000, 000, 000 
1934 
FOR, TE, WU vccwcdéiccicctsibsé Amending sec. 18 (48 Stat. 343) increased authority 
for notes Outstanding 00. ....ccccccccocceccncesccnne 3 10, 000, 000, 000 
1935 
BOR, G Meibsssncckbicpuicdicus Amending sec. 1 (49 Stat. 20) Kimited bonds out- 
standing (establishing revolving authority to....-- 2 25, 000, 000, 000 


New sec. 21 added (49 Stat. 21) consolidated author- 

ity for certificates and bills (sec. 5) and authority 

for notes (sec. 18); same aggregate amount out- 

WOU Soo lo oe do be con ccdcnndeeicebabasbaccascsee * 20, 000, 000, 000 
New section 22 added (49 Stat. 21) authorized U.S. 

savings bonds within authority of sec. 1. 


1938 


ee Amending secs. | and 21 (52 Stat. 447) consolidated 
in sec. 21, authority for bonds, certificates of in- 
debtedness, Treasury bills and notes (outstanding 
bonds limited to $30,000,000,000); same aggregate 
COUN CUO seknbccbdnnd sdbchécdécbbénsocsobooe 2 45, 000, 000, 000 


See footnotes at end of table, p. 4. 
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Debt limitation under sec. 21 of the 2d Liberty Bond Act, as amended—Continued 





Act History of legislation 








1939 


July 20, 1939 (53 Stat. 1071)....| Amending sec. 21 removed limitation on bonds 
without change total authorized outstanding of 
bonds, certificates of indebtedness, Treasury bills 
and notes 


1940 


June 25, 1940 (54 Stat. 526)..... “Sec. 302, section 21 of the Second Liberty Bond 
Act, as amended, is hereby further amended by 
inserting ‘(a)’ after ‘21’, and by adding at the end 
of such section a new paragraph as follows: 

“*(b) In addition to the amount authorized by 
the preceding paragraph of this section, any obliga- 
tions authorized by sections 5 and 18 of this Act, as 
amended, not to exceed in the aggregate $4,000,000,000 
outstanding at any one time, less any retirements 
made from the special fund made available under 
section 301 of the Revenue Act of 1940, may be issued 
under said sections to provide the Treasury with 
funds to meet any expenditures made, after June 30, 
1940, for the national defense, or to reimburse the 
general fund of the Treasury therefor, any such 
obligations so issued shall be designated “National 
RR ee ES ee 


1941 


Feb. 19, 1941 (55 Stat. 7)......- Amending sec. 21 to read: “‘ Provided, That the face 
amount of obligations issued under the‘authority 
of this Act shall not exceed in the aggregate 
$65,000,000,000 outstanding at any one time.” 
Eliminates separate authority for $4,000,000,000 
of National Defense Series obligations...........- 


1942 
Mar. 28, 1942 (56 Stat. 189)_..__ Amending sec. 21, increasing limitation to $125,000,- 
GRR GEE....ncesceenadstguttienetennitanetinninbttinl 
1943 
Apr. 10, 1943 (57 Stat. 63)...... oe sec. 21, increasing limitation to $210,000,- 
1444 
June 9, 1944 (58 Stat. 272)...... Amending sec. 21, increasing limitation to $260,000,- 
1945 
Apr. 3, 1945 (59 Stat. 47)....... Amending sec. 21 to read: ‘“The face amount of obli- 


gations issued under authority of this Act, and 
the face amount of obligations guaranteed as to 
principal and interest by the United States (ex- 
cept such guaranteed obligations as may be held 
by the Secretary of the Treasury), shall not exceed 
in the aggregate $300,000,000,000 outstanding at 
any one time.” 


1946 


June 26, 1046 (60 Stat. 316)..... Amending sec. 21, decreasing limitation to $275,- 
000,000,000 and adding, ‘‘the current redemption 
value of any obligation issued on a discount basis 
which is redeemable prior to maturity at the 
option of the holder thereof shall be considered, 
for the purposes of this section, to be the face 
amount of such obligation” 


1954 


Aug. 28, 1954 (68 Stat. 895)_.... Amending sec. 21, effective Aug. 28, 1954, and ending 
June 30, 1955, temporarily increasing limitation by 
$6,000,000,000 to 


1955 


June 30, 1955 (69 Stat. 241)..... Amending Aug. 28, 1954, act, by extending until 
June 30, 1956, increase in limitation to............. 


See footnotes at end of table, p. 4. 





Amount 





3 $45, 000, 000, 000 


5 4, 000, 000, 000 


4 65, 000, 000, 000 


3 125, 000, 000, 000 


3 210, 000, 000, 000 


? 260, 000, 000, 000 


2300, 000, 000, 000 


1 275, 000, 000, 000 


? 281, 000, 000, 000 


4 281, 000, 000, 000 
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Debt limitation under sec. 21 of the 2d Liberty Bond Act, as amended—Continued 








Act History of legislation Amount 
1956 
July 9, 1956 (70 Stat. 519)..... Amending act of —- 28, 1954, temporarily increas- 
ing limitation by $3,000,000,000, for period begin- 
ning on July 1, 1956, and ending on June 30, 1957, to. 2 $278, 000, 000, 000 
1957 
Feb. 26, 1958 (72 Stat. 27)...... Effective July 1, 1957; temporary increase terminates 
and limitation reverts, under act of June 26, 1946, to. 3 275, 000, 000, 000 
1958 


Amending sec. 21, effective January 1958, and end- 
ing June 30, 1959, temporarily increasing limita- 


tion by $5,000,000,000 to. ..............-.--..-.---- ? 280, 000, 000, 000 
1959 
Sept. 2, 1958 (72 Stat 1758) ....-. Amending sec. 21 to raise permanent ceiling to.....-. 2 283, 000, 000, 000 
1958-59 


Continuing $5,000,000,000 temporary addition from 
act of Feb. 26, 1948, providing a limitation through 
PI AO Mis caccccdesecdtee bettas tamcnwscwes 2 288, 000, 000, 000 


1 Limitation on issue. 
3 Limitation on outstanding. 
3 Limitation on issues less retirements, 


Source: Treasury Department. 
CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italic; existing law in which no 
change is proposed is shown in roman): 


Section 21 or tHe Seconp Liperty Bonp Act, as AMENDED (31 
U.S.C., Src. 757b) 


Sec. The face amount of obligations issued under authority of this 
Act, and the face amount of obligations guaranteed as to principal and 
interest by the United States (except such guaranteed obligations as 
may be held by the Secretary of the Treasury), shall not exceed in the 
aggregate [$283,000,000,000] $285,000,000,000 outstanding at any 
one time. ‘The current redemption value of any obligation issued on 
a discount basis which is redeemable prior to maturity at the option 
of the holder thereof shall be considered, for the purposes of this sec- 
tion, to be the face amount of such obligation. 


O 
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RELATING TO THE WITHHOLDING OF SEAMEN’S WAGES 
UNDER STATE TAX LAWS 


June 25, 1959.—Ordered to be printed 


Mr. Magnuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 1958] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1958) to amend title 46, United States Code, 
section 601, to clarify types of arrestment prohibited with respect to 
wages of U.S. seamen, Review considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The proposed legislation, S. 1958, would provide that no part of the 
wages of a seaman who is a member of a ship’s crew would be withheld 
pursuant to the provisions of the tax laws of any State, Territory, 
possession, Commonwealth or subdivision thereof. This legislation 
would clarify the apparent conflict between section 601, title 46, 
United States Code, which protects seamen’s wages from “‘attachment, 
encumbrance or arrestment” and the recently enacted provisions of 
State law which require withholding of local taxes from the wages of 
seamen. 

Present practice of the steamship operator is to pay the crew in the 
American port in which the vessel Sockes even though the wage is 
earned in transit between the port of landing and some other port. 
The port of payment is treated as the place where the wage is earned 
for the purposes of the State withholding laws. 


NEED FOR THE LEGISLATION 


Section 601 of title 46 of the United States Code (act of March 4, 
1915, pt. 12) provides, that, 


No wages due or accruing to any seaman * * * shall be 
subject to attachment or arrestment from any court, and 
every payment of wages to a seaman * * * shall be valid in 
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law, notwithstanding any previous sale or assignment of 
wages or of any atachment, encumbrance, or arrestment 
thereon; and no assignment or sale of wages * * * shall bind 
the party making the same, except such allotments as are 
authorized by this title. * * * 


Title 46, United States Code, section 596 (Rev. Stat., sec. 4529, as 
amended; act of Mar. 4, 1915, sec. 3), provides that every owner or 
master who refuses or neglects to make payment of a seaman’s wages 
(within 2 days after the termination of the agreement under which he 
shipped on a coastwise voyage and within 4 days after he has been 
discharged on a foreign or intercoastal voyage) shall pay to the seaman 
a sum equal to 2 days’ pay for each and every day during which pay- 
ment is delayed beyond the aforementioned periods. 

The important maritime States of New York and Massachusetts 
have recently enacted withholding provisions in their income tax laws 
that would affect seamen’s wages. It is likely that other States will 
do the same. As a result of the conflict between the Federal law and 
the State provisions, the shipowners are faced with a staggering 
potential legal and financial liability if they do not withhold as 
apparently directed by title 46, United States Code, section 601, or if 
they do withhold as apparently required under State tax laws. Your 
committee believes legislation is immediately required to resolve this 
dilemma. 

Furthermore, your committee believes that the costly and complex 
bookkeeping imposed on seamen and shipowners by multiple State 
withholding laws is all out of proportion to the benefit to the States 
in the case of seamen. All the more so since it is hkely that several 
States will enact similar withholding provisions. Consequently, the 
shipowner will have to prepare withholding tax forms for each seaman 
“va each State for each voyage covering the wages to be paid in each 

tate. 

Similarly, the seamen will be subject to multiple taxation by a large 
number of States and municipalities. The multiple State tax laws 
imposed upon the seaman will make it impossible for him to handle 
his tax without employing professional help. 

In a hearing before your committee, representatives of the AFL-CIO 
and the steamship operators urged immediate passage of S. 1958, 
The Maritime Administration of the Department of Commerce did 
not object to favorable consideration of the bill. A portion of that 
statement is quoted below: 


The very nature of the steamship industry is transitory. 
A vessel under the U.S. flag generally will have seamen 
from many different States as crew members who may “sign 
on” a vessel at different ports or at different times. The 
burden of determining the State residence of each crew 
member for the withholding of State or local taxes from the 
seaman’s wages would place a complex bookkeeping prob- 
lem upon the steamship companies. 

This problem would become even more intricate if several 
States and municipalities should establish a nonresident tax 
on wages earned at their respective localities, and require the 
withholding of taxes from the wages of seamen on money 
earned as salary or otherwise for the period a vessel would be 
in waters under the States’ jurisdiction. Vessels frequently 
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put into ports of several States on a voyage, and vessels in 
the coastwise trade stop at many different U.S. ports. In 
this instance a multiplicity of tax deductions would be made 
from the wages of the individual seaman, who might also 
be taxed on income by his State of residence. 

The validity of a State law requiring withholding for tax 
purposes from a seaman’s wages is at present uncertain. 

In Alaska Steamship Co. v. Mullaney (D.C. Alaska 1949, 
84 F. Supp. 561; affirmed C.C.A. 9, 1950, 180 F. 2d 805), 
the court did not consider the Alaska withholding provisions 
to be improper, despite the Federal statutes (46 U.S.C. 597, 
599, 600, 601, and 605) which relate to payment of seamen’s 
wages in full without deduction, free’ from attachment or 
assignment, and otherwise ‘‘protect’”’ seamen’s wages. The 
circuit court did not consider that the withholding require- 
ment affected the “exclusive Federal jurisdiction” and, 
further, indicated that “no principle of admiralty requires 
uniformity of State taxation.” The Alaska decision cited, 
but did not follow, American-Hawatian Steamship Co. v. 
Fisher (D.C. Oreg. 1948, 82 F. Suppl. 193) which held a 
similar withholding provision of the Oregon income tax 
law invalid as applied to seamen since it provided for “‘attach- 


ment or arrestment” of seamen’s wages prohibited by 46 
U.S.C. 601. 


EFFECT OF PROPOSED LEGISLATION 


S. 1958 would relieve the seamen and the steamship companies of 
the accounting burden enumerated above; it would also clarify the 
legal conflict between State and Federal law. 

It is to be noted, however, that this legislation will not relieve 
the seaman of his liability to pay taxes properly due, will not effect 
the Federal withholding taxes, and will not in any way impair the 
general tax authority of the States. 


SUMMARY OF DEPARTMENTAL RECOMMENDATIONS 


Comments from the Maritime Administration of the Department 
of Commerce and the Department of State interposed no objection 
to favorable consideration of S. 1958. The Department of the Treas- 
ury, viewing the legislation as a curb on the taxing jurisdiction of a 
State, recommended against enactment. As noted earlier, your com- 
mittee does not believe this legislation would in any way affect the 
right of the State to tax; it would only limit in one particular the pro- 
cedures for collecting those taxes. 

Department comments follow: 


DEPARTMENT OF THE TREASURY, 


May 29, 1959. 
Hon. Warren G. Maanvson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

My Dear Mr. CuHarrMan: Reference is made to your request for 
the views of this Department on S. 1958, to amend Title 46, United 
States Code, Section 601, to clarify types of arrestment prohibited 
with respect to wages of U.S. seamen. 
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S. 1958 would amend section 601 of title 46 of the United States 
Code, relating to attachment or arrestment of wages of seamen, to 
exempt seamen engaged in foreign, coastwise, intercoastal, or non- 
contiguous trade from the withholding provisions of the tax laws of 
States, Territories, possessions, and political subdivisions. 

The provision for withholding a State income or payroll tax, as the 
provision for withholding Federal taxes, is a collection device em- 
ployed to facilittate the enforcement of tax laws. The prohibition 
against the use of withholding would in effect deny to a State or other 
taxing jurisdiction authority to employ instruments required for the 
effective enforcement of tax laws. In a very real sense it would have 
the effect of curbing the taxing jurisdiction of a State over its residents 
and over nonresidents deriving income within its borders. 

The Department is opposed to legislation which would curb the 
taxing jurisdiction of States and actively supports the policy of ac- 
cording the States the active cooperation of the Federal Government 
in the enforcement of their tax laws. Thus, in accordance with the 
provisions of Public Law 587, 82d Congress, approved July 17, 1952, 
the Secretary of the Treasury enters into agreements with States 
which employ withholding in the enforcement of their income tax 
laws, to provide for the assistance of Federal agencies in withholding 
State income taxes from the compensation of Federal employees. In 
this manner the Federal Government reciprocates the cooperation 
accorded by State and local governments in withholding Federal in- 
come taxes from State and local employees. 

The Department is in accord with the views expressed by the U.S. 
Court of Appeals for the Ninth District in Alaska Steamship Com- 
pany v. Mullaney (180 Fed. 2d 805) in upholding the withholding pro- 
visions of the Alaska income tax that seamen, like other individuals, 
cannot be exempted from their obligation to bear their fair share of 
the cost of supporting government. 

In view of the foregoing considerations, the Department recommends 
against enactment of S. 1958. 

The Bureau of the Budget has advised that there was no objection 
— submission of an identical report on H.R. 6815, an identical 

Very truly yours, 
(Signed) Frep C. Scrisner, ZJr., 
Acting Secretary of the Treasury. 





DEPARTMENT OF STATE, 
June 15, 1959. 
Hon. WARREN G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 


Dear Senator Maanvuson: I refer to my letter of May 20, 1959, 
acknowledging your request of May 18, 1959, for a report on S. 1958, 
a bill to amend title 46, United States Code, section 601, to clarify 
types of arrestment prohibited with respect to wages of U.S. seamen. 

The purpose of this bill is to clarify existing legislation which pro- 
hibits the attachment or arrestment for certain purposes of the wages 
of U.S. seamen. It would not permit the withholding of such wages 
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to meet the requirements of the tax laws of any State, Territory, 


possession, or Commonwealth, or a subdivision of any of them. 


Since the proposed legislation does not necessarily involve any ques- 
tion of international concern but appears to be primarily a matter of 
domestic policy which does not come within the province of the respon- 
sibility of the Department of State, we have no comment to make 
relative to the desirability of the enactment of this bill. 

A separate report is being prepared by the Department on S. 1956. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Witiram B. Macomser, Jr., 
Assistant Secretary 
(For the Acting Secretary of State). 





Tue SECRETARY OF COMMERCE, 


Washington, June 6, 1959. 
Hon. Warren G. Macnuson, 


Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Mr. CuarrMAN: This letter is in reply to your request of 
May 18, 1959, for the views of this Department with respect to S. 1958, 
a bill to amend title 46, United States Code, section 601, to clarify 
types of arrestment prohibited with respect to wages of U.S. seamen. 

The bill would amend title 46, United States Code, section 601, 
which forbids the attachment or arrestment of the wages of a seaman 
for any other reason than a court order regarding the payment of 
support and maintenance for a wife and minor children, by adding a 
proviso at the end of the section to state: ““That no part of the wages 
due or accruing to any seaman on a vessel engaged in the foreign, 
coastwise, intercoastal, or noncontiguous trade shall be withheld pur- 
suant to the provisions of the tax laws of any State, Territory, pos- 
session, or Commonwealth, or a subdivision of any of them.” 

The Department does not object to favorable consideration of the 
bill, subject to considerations referred to hereinafter. 

The bill, if enacted, would prohibit the withholding from a seamen’s 
wages for State, Territory or Commonwealth taxes. 

The very nature of the steamship industry is transitory. A vessel 
under the U.S. flag generally will have seamen from many different 
States as crew members who may “sign on” a vessel at different ports 
or at different times. The burden of determining the State residence 
of each crew member for the withholding of State or local taxes from 
the seamen’s wages would place a complex bookkeeping problem upon 
the steamship companies. 

This pititilet would become even more intricate if several States 
and municipalities should establish a nonresident tax on wages earned 
at their respective localities, and require the withholding of taxes 
from the wages of seamen on money earned as salary or otherwise 
for the period a vessel would be in waters under the States’ jurisdiction. 
Vessels frequantly put into ports of several States on a voyage, and 
vessels in the coastwise trade stop at many different U.S. ports. In 
this instance a multiplicity of tax deductions would be made from 
the wages of the individual seaman, who might also be taxed on income 
by his State of residence. 
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The validity of a State law requiring withholding for tax purposes 
from a seaman’s wages is at present uncertain. 

In Alaska Steamship Co. v. Mullaney (D.C. Alaska 1949, 84 F, 
Supp. 561; affirmed C.C.A. 9, 1950, 180 ¥. 2d 805), the court did not 
consider the Alaska withholding provisions to be improper, despite 
the Federal statutes (46 U.S.C. 597, 599, 600, 601, and 605) which 
relate to payment of seamen’s wages in full without deduction, free 
from attachment or assignment, and otherwise “protect”? seamen’s 
wages. The circuit court did not consider that the withholding re- 
quirement affected the “exclusive Federal jurisdiction” and, further, 
indicated that “no principle of admiralty requires uniformity of State 
taxation.” The Alaska decision cited, but did not follow, American- 
Hawaiian Steamship Co. v. Fisher (D.C. Oreg., 1948, 82 F. Supp. 193) 
which held a similar withholding provision of the Oregon income tax 
law invalid as applied to seamen since it provided for “attachment 
or arrestment”’ of seamen’s wages prohibited by title 46, United States 
Code, section 601. 

This Department does not comment on the question of the inter- 
relation of State and Federal statutes involved, which would appear 
to be matters primarily for the Departments of Treasury and Justice. 

This Department, subject to the views of the Departments of the 
Treasury and Justice, has no objection to the favorable consideration 
of the bill. 

We have been advised by the Bureau of the Budget that there would 
be no objection to the sabesienion of this report to your committee. 

Sincerely yours, 
Freprerick H. MvuE.tuer, 
Under Secretary of Commerce. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (new matter is printed in italic and existing law in 
which no change is proposed is shown in roman): 


§ 601. Attachment or arrestment of wages; support of seaman’s wife. 


No wages due or accruing to any seaman or apprentice shall be 
subject to attachment or arrestment from any court, and every pay- 
ment of wages to a seaman or apprentice shall be valid in law, not- 
withstanding any previous sale or assignment of wages or of any 
attachment, encumbrance, or arrestment thereon; and no assignment 
or sale of wages or of salvage made prior to the accruing thereof shall 
bind the party making the same, except such allotments as are author- 
ized by this title. This section shall apply to fishermen employed 
on fishing vessels as well as to seamen: Provided, That nothing con- 
tained in this or any preceding section shall interfere with the order 
by any court regarding the payment by any seaman of any part of 
his wages for the support and maintenance of his wife and minor 
children. And provided further, That no part of the wages due or 
accruing to any seaman on a vessel engaged in the foreign, coastwise, 
intercoastal, or noncontiguous trade shall be withheld pursuant to the 
provisions of the tax laws of any State, Territory, possession, or Cummon- 
wealth, or a subdivision of any of them. (38 Stat. 1169; 46 U.S.C.A. 
601.) 
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MILITARY CONSTRUCTION AUTHORIZATION FOR 
MILITARY DEPARTMENTS, FISCAL YEAR 1960 


June 25, 1959.—Ordered to be printed 


Mr. Stennis, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany S. 2280] 


The Committee on Armed Services having had under considera- 
tion the subject of authorizing construction at military installations 
report the bill (S. 2280) with the recommendation that it do pass. 


EXPLANATION 


Senate Report No. 296 which accompanied H.R. 5674 substan- 
tially covers the subject matter of this bill. Subsequent to the 
reporting of H.R. 5674, the committee has given further considera- 
tion to a revised plan for continental air defense that was submitted 
to the committee by the Secretary of Defense on June 12, 1959. 
This revised plan for continental air defense required modification 
of the committee action on H.R. 5674. Instead of proposing mod- 
ification of H.R. 5674 by a committee amendment, the committee 
has elected to report a new bill incorporating the modified continental 
air defense recommendations. For details of the bill other than 
those relating to the modified continental air defense plan, see Senate 
Report No. 296, 86th Congress, 1st session. 


HISTORICAL BACKGROUND 


The committee for the past several years has become increasingly 
concerned over the wasteful overlapping in weapons systems, par- 
ticularly in the area of antiaircraft missiles. A review of the com- 
mittee’s actions over the past several years reveals that testimony in 
the spring of 1956, at the time hearings were held in connection with 
the fiscal year 1957 MCA bill, seems to indicate that the NIKE-AJAX 
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missile was to be used in connection with the Army’s point defense 
responsibilities, and the TALOS missile was to be a part of the Air 
Force area defense mission. At that time, the Army-designed NIKE 
missile was described as the only weapon in our arsenal currently in 
place and operational, with the capability of reaching altitudes of 
known existing enemy aircraft. The bill for fiscal year 1957 contained 
close to $137 million for antiaircraft facilities, most of which was for 
support of the NIKE project. Although the TALOS was just leaving 
the experimental stage and was not yet operational, it promised very 
high performance. Approximately $16.4 million was requested in that 
bill to establish certain TALOS sites. 

The committee delved quite extensively into these two weapons 
systems in view of the similar utilization of the weapons and conflict- 
ing statements concerning their relative merits. The committee be- 
lieved that the proponents for each system were dedicated and sin- 
cerely patriotic individuals whose sole interest was to provide the best 
possible national defense. It was concluded, however—as set forth 
in the report on the 1957 bill: 


* * * that both the Army and the Air Force are assigned 
overlapping roles and missions in the antiaircraft and conti- 
nental air defense fields. While the Air Force views its mis- 
sion as one of area defense and the Army views it as one of 
perimeter or point defense, it is clear that definite and urgent 
need exists for the Department of Defense to quickly and 
positively clarify the specific responsibility of each service. 
The committee believes that unless concise responsibilities 
are assigned, duplication of weapon systems costing in the 
multi-billion-dollar range might result, and that such dupli- 
cation would obviously be too costly as well as inexcusable 
from a military standpoint. 


The committee then denied the Air Force authorization for the 
establishment of TALOS sites and called upon the Secretary of De- 
fense to make a determination. In denying the requested authoriza- 
tion the committee in its report stated: 


Approximately $16,250,000 was requested to establish 
certain TALOS sites. No objection is made to the continued 
research and development of TALOS, but the committee 
does not recommend approval of the $16,250,000, or any 
other authority for land based operational facilities, until the 
relative merits of both systems have been positively tested 
and the roles and mission clarified. It is desired that a 
scientific test be made at the earliest possible moment. It 
is suggested that an impartial board be established, composed 
of professionally qualified members who, on an unbiased 
basis, are competent to evaluate the two systems and produce 
a definite recommendation consistent with the best interests 
of the Nation. 

The committee does not believe that Congress should be 
placed in the position of defining roles and missions, even 
by inference. Understandably, during the years since 
unification much trial and error could be expected, but it is 
believed that sufficient time has now elapsed to provide the 
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necessary experience upon which to predicate positive 
decisions. 


The committee took the action of denying the authorization for 
TALOS not because it believed TALOS was an ineffective weapon; on 
the contrary, testimony indicated that it gave promise of being 
ideally suited for a role in the air defense system. The committee 
felt then that Congress should not be called upon to make a determina- 
tion between the relative merits of weapons systems—that this was a 
responsibility that should be accepted by the Department of Defense. 

On November 26, 1956, the Secretary of Defense assigned TALOS 
to the Department of the Army; and, subsequently, the land based 
TALOS was discontinued by the Army. 

In considering the military construction authorization bill for 
fiscal year 1959, the committee found a similar situation apparently 
existed with regard to NIKE-HERCULES and BOMARC. 

In an attempt to force a decision in this regard, the construction 
authorization for each of two antiaircraft missiles was reduced by 20 
percent and the combined remainder of some $183 million was made 
available for authorization in the system selected by the Secretary of 
Defense. The committee was desirous that an entire reappraisal be 
made of the air defense concept—solely in terms of effectiveness and 
without preference to individual systems or military departments. 
This action was intended to assure the most defense for the dollar 
spent. The Senate endorsed the committee’s action by approving 
the bill by an 80 to 0 vote. The desired clear-cut decision was not 
made. 

During the hearings on Department of Defense appropriations bill 
for fiscal year 1960, the Secretary of Defense was questioned on this 
very point. In effect, he testified that the Department of Defense 
had not reached a decision between the principal air defense systems. 
He stated frankly that this is one area where the Department had not 
done very well in making a decision and that he would not be adverse 
to Congress taking steps to force such a decision in connection with 
the consideration of the current budget. Indeed, the committee does 
not intend to imply that the Secretary has been negligent in this 
regard, but to the contrary, Mr. McElroy is an outstanding adminis- 
trator and has proven himself many times over in his most difficult 
position. Needless to say, he must have the support to which he is 
entitled if he is to accomplish his most formidable task. 

In considering the military construction authorization bill for fiscal 
year 1960, the committee concluded that the time had come when a 
decision must be made. The committee is not alone in its concern 
over the air defense picture. The Ad Hoe Panel for the Evaluation 
of the Bomare Weapon System stated: ‘“The panel became alarmed 
at the multiheaded approach to the defense problem.” ‘This panel, 
headed by Dr. C. C. Furnas, chancellor of the University of Buffalo, 
was composed of a distinguished group of scientists who are familiar 
with the problem. It was not only the “multiheaded” approach to 
the problem that caused the committee concern, but the serious 
questions of the effectiveness of some weapons against modern bomb- 
ers; the fear that the weapons themselves might be outmoded before 
bases previously authorized could be constructed; the dangers attend- 
ing the storage of atomic warheads in urban areas; and the results 
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that might be expected by the detonation of these warheads over the 
defended populated areas. 

To effectuate its views, the committee deleted some $17 million of 
the $22.4 million requested in the bill as new authorization for the 
expansion of the NIKE-HERCULES system within the continental 
United States. The committee likewise rescinded authorization pre- 
viously granted in fiscal year 1959 for the construction of some 50 
HERCULES batteries at 25 locations within the United States and 
8 batteries in Hawaii. 

THE REVISED PLAN 


The action of the committee produced some results and the Secre- 
tary of Defense did submit for the consideration of the committee a 
revised plan for the continental air defense. Although the proposed 
plan leaves much to be desired, it is a step in the right direction and 
a step that probably would not have been taken except for the in- 
sistence of the committee. Briefly this plan, which will save the © 
taxpayer some $1.4 billions over the next few years, provides for a 
reduction and revision in the planned deployment of both BOMARC 
and NIKE-HERCULES missile sites, and a revision and strengthen- 
ing of the electronic ground environment so necessary to the control 
of the weapons and the air battle. 

The BOMARC deployment will be on the perimeter of the east and 
west coasts and the Canadian border. This deployment is in keeping 
with the Furnas report referred to earlier. The NIKE defenses will 
continue to provide for the urban areas now protected, and will be 
extended to certain carefully selected Strategic Air Command sites, 
Although it does not affect the military construction authorization 
bill, the plan further provides for putting more funds, some $137 
million, into the NIKE-ZEUS antimissile missile program for en- 
gineering development type of work. Although it was not made clear 
in the minds of the committee members as to the success of this 
program, there is great hope that a solution to the ballistic missile 
threat will be found. While the NIKE-ZEUS system at this stage is 
not ready for production, every possibility must be explored and the 
committee, therefore, agrees with the intensification of the program 
and expresses a strong desire that the Department of Defense proceed 
with all possible haste with the NIKE-ZEUS and all other anti- 
missile missile possibilities. 


COMMITTEE VIEWS 


The committee feels that the questions it raised in the draft bill 
originally submitted were abundantly justified by the facts that the 
revised plan as submitted by the Secretary has brought forth specific 
revisions in the program originally submitted, which will provide for 
a better defense at less cost; namely, a saving of $1.4 billion. 

In accepting the revised plan and amending the bill accordingly, 
the committee does so with some deference to the review that was 
made. However, the committee still has some reservations about the 
premises and philosophy employed in the plan. For instance, the 
committee questions whether too much reliance is being placed upon 
defense as compared to sharpening our offense with modernization 
of the Army, the fleet, and perhaps more emphasis on manned 
interceptors. 
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The committee expects the Secretary of Defense and the Joint 
Chiefs of Staff to again carefully review the proposed program before 
construction is begun on new sites. It urges that full consideration 
be given to all sites originally contained in the program with a view 
to selecting for deployment only those of the highest military priority. 
Careful consideration should be given to expediting the BOMARC 
program in certain selected areas as recommended in the Furnas re- 
port. Particular attention should be given to the early completion 
of BOMARC sites in those localities where NIKE-HERCULES sites 
are proposed as a stopgap until BOMARC sites can be completed. 
This may preclude the duplication of these weapons. The Joint 
Chiefs of Staff should devote additional study to whether it is advis- 
able to equip surface-to-air missiles with atomic warheads in situa- 
tions where, in times of conflict, detonation over heavily populated 
areas might reasonably be expected. 

The immediate effect of this revised plan on the military construc- 
tion authorization bill for fiscal year 1960 is not great, since construc- 
tion costs are merely the beginning of the huge expenditures neces- 
sary to place these defense sites in operation. 

The Secretary of Defense requested certain flexibility in utilizing 
existing authorization substantially to complete the programs out- 
lined. He advised that the adjustments in the amount of some $17 
million made by the committee in the NIKE-HERCULES program 
need not be restored provided the committee’s action in rescinding 
authorization for certain sites authorized last year is withdrawn. 
The Secretary further indicated that some $29 million in requested 
authorization may be deleted from title III, the Air Force portion of 
the bill, to reflect adjustments in the BOMARC and SAGE programs 
under the revised plan. 

The bill, S. 2280, reflects these changes. 

It is the committee’s view that with technological advances, the 
intercontinental ballistic missile is increasingly becoming the primary 
threat to our cities and offensive forces. Nevertheless, it is recog- 
nized that the airbreathing threat will be a real one for a considerable 

eriod of time and the defense against manned aircraft and airbreath- 
ing missiles should be provided in locations and by the type of weapons 
that offer multipurpose protection of cities, strategic bases, and other 
vital facilities. The sites for such weapons must be selected on strictly 
a military priority basis. 

Now that the pattern for the continental air defense has been de- 
signed, it is the desire of the committee that the Department of De- 
fense proceed with all reasonable speed to place the perimeter defense 
part of this program in operation at the earliest possible date. 

The committee still feels the best defense is a strong, effective 
o Tense. 

FISCAL DATA 


revised total of the bill is $1,209,971,000. Of this amount, 
$58,045,000 represents Reserve components construction. The new 
total reflects adjustments resulting from the revised air defense plan 
and a few other revisions found desirable subsequent to the committee’s 
reporting H.R. 5674. 
O 
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APPLYING THE PROVISIONS OF THE INTERSTATE 


COMMERCE ACT, AS AMENDED, TO THE ALASKA 
RAILROAD 


JuNnE 25, 1959.—Ordered to be printed 


Mr. Bartuett, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


(To accompany S. 1508] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1508) To provide for economic regulation of the 
Alaska Railroad under the Interstate Commerce Act, and for other 
purposes, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 


I. INTRODUCTION 


The purpose of this bill is to provide for the economic regulation 
of the Alaska Railroad under the Interstate Commerce Act, and for 
other purposes. The other purposes include provision of safety regu- 
lation under the various safety acts applying to railroads in the conti- 
nental United States. The proposal incorporating the terms of S. 1508 
was introduced at the request of the Interstate Commerce Commis- 


sion. Public hearings were held by the full Committee on Interstate 
and Foreign Commerce. 


II. BACKGROUND OF THE ALASKA RAILROAD 


The act of August 24, 1912 (37 Stat. 517), created an Alaska Rail- 
road Commission of four members having designated qualifications to 
be appointed by the President to conduct an examination into the 
transportation question in the Territory of Alaska; to examine rail- 
road routes from the seaboard to the coalfields and to the interior and 
navigable waterways; to secure surveys and other information with 
respect to railroads including cost of construction and operation; to 
obtain information in respect to the coalfields and their proximity to 
railroad routes; and to make report of the facts to Congress. 
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The Commission made the study of existing and other possible rail- 
road routes and submitted its report together with conclusions and 
recommendations. After extensive hearings the Congress passed the 
act of March 12, 1914 (38 Stat. 305; 48 U.S.C. 301-308), authorizing 
the President to locate, construct, and operate railroads in the Terri- 
tory of Alaska and authorizing an appropriation of $35 million for the 
construction. The act provided that the route or routes were not to 
exceed in the aggregate 1,000 miles, to be so located as to connect one 
or more of the open Pacific Ocean harbors on the southern coast of 
Alaska with the navigable waters in the interior of Alaska, and with 
a coalfield or fields so as best to aid in the development of the agricul- 
tural and mineral or other resources of Alaska, and the settlement of 
public lands therein, and so as to provide transportation of coal for 
the Army and Navy, transportation of troops, arms, munitions of war, 
the mails, and for other governmental and public uses, and for the 
transportation of passengers and property. 

In addition, the act authorized telegraph and telephone lines neces- 
sary or convenient in the construction and operation of the railroad 
to serve generally all the usual purposes of telegraph and telephone 
lines for hire. 

On May 2, 1914, the President appointed the Alaska Engineering 
Cornmission and directed the Secretary of the Interior to proceed with 
the survey of routes for a railroad. In its report the Commission dis- 
cussed several possible routes but without recommendation, and on 
April 10, 1915, the President authorized the construction of a railroad 
from Seward to Fairbanks with a branch to the Matanuska coalfields. 
By this same order, supervision of the construction by the Commis- 
sion was delegated to the Secretary of the Interior. 

In making the selection of the route from Seward to Fairbanks, the 
President also authorized the purchase of the Alaska Northern Rail- 
road, a line out of Seward on which construction had been suspended, 
and the narrow-gage line from Fairbanks to Chatanika. The right- 
of-way of the latter line was used in part as the roadbed of the Alaska 
Railroad. Generally following this route, there was constructed or 
acquired a main line of 471 miles and a branch line into the coalfields 
at Matanuska of approximately 19 miles. In 1922 the Alaska 
Engineering Commission contracted with the Healy River Coal Co., 
to build a spur from Healy to Suntrana for $10,000 and 6,667 tons of 
coal to be delivered in the first 6 months of 1923. At completion this 
spur became the property of the Alaska Railroad and was referred to 
as the Suntrana branch. During World War II the Military Estab- 
lishment constructed a new rail line from a seaboard terminus at the 
head of Passage Canal to Portage on the main line of the Alaska 
Railroad, and a branch line from Fa‘rbanks to E'elson. Under sub- 
sequent legislation the operation and maintenance of these facilities 
was transferred to the Alaska Railroad. At April 21, 1959, the 
Alaska Railroad operated and maintained main and branch lines as 
follows: 





APPLYING INTERSTATE COMMERCE ACT TO ALASKA RAILROAD 3 





Main lines: Miles 
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Branch lines: 
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Total, main lines: and brandlietsc< ssck devcsccensccuienctss alist 541. 2 


In 1919 the $35 million originally authorized for the construction of 
the railroad was exhausted, and by the act of October 18, 1919 (41 
Stat. 293), the authorization was increased to $52 million. A further 
increase to $56 million was provided by the act of November 18, 1921 
(42 Stat. 221). 

From time to time further amounts were provided in the annual 
appropriation acts for capital expenditures; in the fiscal years 1947-52 
an aggregate of $68,500,000 was appropriated for an extensive reha- 
bilitation program. Since World War II the Alaska Railroad has 
invested about $25 million in capital improvements from retained 
earnings. By June 30, 1958, the appropriations by the Federal Gov- 
ernment aggregated $169,008,782. In addition, donations and grants 
at the same date aggregated $16,017,619. 

The act of March 12, 1914, vested in the President the location, 
construction, and operation of the railroad in the Territory of Alaska. 
In authorizing the route for the construction of the railroad in the 
Executive order of April 10, 1915, the President delegated the super- 
vision of the construction by the Alaska Engineering Commission to 
the Secretary of the Interior. At the completion of the original con- 
struction, the President, by Executive Order 3861 of June 8, 1923, 
authorized and directed the Secretary of the Interior to operate the 
railroad and other facilities in the same manner as if the operation 
had been placed by law under the jurisdiction of the Secretary. Under 
this order the Alaska Railroad was established as an agency in the 
Department of the Interior. In departmental order 1040 of Febru- 
ary 13, 1946, the Secretary of the Interior delegated the general super- 
vision over the activities of the Alaska Railroad to the Division of 
Territories and Island Possessions (now Office of Territories). The 
General Manager of the Alaska Railroad was authorized in order 2516 
of April 14, 1949, to act for the Secretary of the Interior on any matter 
having to do with the operation of the railroad and its related activi- 
ties (with certain reservations dealing with important changes in 
policy or extensions of service). 
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Under the delegation in order 2516, the General Manager has rea- 
sonably broad authority and responsibility for the operation of the 
railroad and related activities. 

One of the primary goals of the Alaska Railroad as set forth in the 
enabling act is to “aid in the development of the agricultural and 


mineral or other resources of Alaska, and the settlement of the public 
land therein.” 


Ill. TRANSPORTATION REGULATION UNDER THE INTERSTATE COMMERCE 
ACT ACCOMPANYING ALASKA STATEHOOD 


A brief review of the jurisdiction conferred on the Interstate Com- 
merce Commission by the advent of Alaska Statehood is necessary at 
this point. 

In Senate Report No. 1163, 85th Congress, 1st session, on S. 49 (the 
Senate statehood bill), the Senate Committee on Interior and Insular 
Affairs in commenting on section 23 of that bill (which became see. 
27(b) of H.R. 7999, the Alaska Statehood Act, Public Law 508, 85th 
Cong.), stated that it had adopted this provision “for the purpose of 
retaining jurisdiction in the Federal Maritime Board over water trans- 
portation between Alaska and any other American port.” It also 
stated: 


* * * The committee did not feel that the statehood bill 
was a proper place to change the law which is applicable to 
the complicated conditions existing in the transportation in- 
dustry in Alaska. This is particularly true of water trans- 

ortation. Thus, it is the intention of the committee to 
eave all transportation matters for later study and legisla- 
tion if any is required. In the meantime the authority over 
transportation will remain in the status quo * * * 


While the language of the report is broad enough to include all 
transportation by all modes of carriage, the plain words of section 
27(b) of the Alaska Statehood Act relate only to water transportation 
and read as follows: 


Nothing contained in this or any other act shall be con- 
strued as depriving the Federal Maritime Board of the ex- 
clusive jurisdiction heretofore conferred on it over common 
carriers engaged in transportation by water between any 
port in the State of Alaska and other ports in the United 
States, its Territories, or possessions, or as conferring upon 
the Interstate Commerce Commission jurisdiction over 
transportation by water between any such ports. 


Under section 8(d) of the Statehood Act, all laws of the United 
States have the same force and effect within Alaska as in other States 
in the Union. The Commission has, therefore, taken the position 
that by virtue of statehood all forms of surface transportation operat- 
ing in interstate or foreign commerce within Alaska and to and from 
Alaska, except for the Government owned and operated Alaska Rail- 
road and such water transportation as was excluded by section 27(b) 
of the Statehood Act, became subject to regulation under the Inter- 
state Commerce Act, and related acts, to the same extent that similar 
transportation within and between all of the other States is subject to 
such regulations. 
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Section 27(b) means that the Commission has no jurisdiction over 
water transportation (except to a limited extent over voluntarily 
established rail-water rates under sec. 1(1)(a) of the Interstate Com- 
merce Act) between ports in Alaska and other U.S. ports, nor over 
water transportation in interstate or foreign commerce between ports 
in Alaska over the high seas, including movements between points on 
the Inside Passage, such as Ketchikan, Juneau, and Haines. Opera- 
tions of the latter nature are on the high seas within the meaning of 
the Shipping Act of 1916, and therefore continue to be subject to 
regulation by the Federal Maritime Board. However, since no 
authority was conferred upon the Federal Maritime Board, nor with- 
held from the Commission, by the Statehood Act with respect to the 
regulation of water transportation in interstate commerce between 
points in Alaska, other than over the high seas, such transportation 
became subject to the Commission’s jurisdiction upon the admission 
of Alaska as a State. 

The Government owned and operated Alaska Railroad, the principal 
transportation facility in Alaska, was not, prior to statehood, subject 
to regulation by any regulatory agency, nor did it become subject to 
the Interstate Commerce Commission’s jurisdiction upon the admis- 
sion of the new State. Being an instrumentality of the Federal 
Government, it is extremely doubtful, in the absence of the granting 
of consent by the Congress that it could become subject to the regu- 
latory jurisdiction of the State of Alaska. 

The only other common carrier by railroad operating in Alaska is the 
White Pass and Yukon Railroad, a Canadian carrier, extending about 
20 miles into Alaska from the Canadian-Alaska boundary to Skagway. 
Prior to the admission of Alaska into the Union, part I of the act, as 
provided in section 1(1), applied not only to transportation in inter- 
state and foreign commerce, but also to intraterritorial transportation 
within Alaska. Under other provisions of section 8(d) of the State- 
hood Act, the Commission’s jurisdiction over the intrastate services 
of this carrier will continue in effect until such time as the State takes 
action to assume such jurisdiction. Legislation is now pending 
before the Congress in the form of such bills as S. 1541 and H.R. 7210 
which would have the effect of terminating the Commission’s jurisdic- 
tion over such intrastate service as of June 30, 1961, unless sooner 
terminated by action of the State. 

Thus, as it now stands with respect to regulation of surface trans- 
portation in interstate or foreign commerce within Alaska and between 
Alaska and the other States, the Commission has jurisdiction over 
common carrier railroads (except the Alaska Railroad), common car- 
rier pipelines (other than gas or water), common and contract motor 
carriers, motor carrier brokers, common and contract water carriers 
operating within Alaska (other than over the high seas), and freight 
forwarders. The Federal Maritime Board has jurisdiction over 
regular route water common carriers operating between Alaska and 
other U.S. ports, and between Alaska ports over the high seas. It 
should be emphasized that the Alaska Railroad, and contract and 
irregular route common carriers by water operating between Alaska 
and the other States, and between ports in Alaska over the high 


Seas, are not subject to economic regulation by any governmental 
agency. 
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The Legislature of the State of Alaska recognized this situation 
when in a memorial, House Joint Memorial No. 13, urging that the 
Congress give due and immediate consideration to proper amend- 
ments to laws governing interstate commerce affecting broad problems 
of transportation to, from, and within Alaska, stated: 


Whereas certain of the transportation facilities are now 
operating under the Federal statutes regulating transporta- 
tion and subject to the jurisdiction of the Interstate Com- 
merce Commission; and 

Whereas, the Interstate Commerce Commission in its 
report to the Senate of the United States has recommended 
that the Alaska Railroad, a Government corporation, should 
be subject to the rate and service regulations of the Com- 
mission; and 

Whereas other transportation facilities in Alaska are not 
now subject to the same or similar regulatory procedures and 
control; and 

Whereas this lack of uniformity of regulation has per- 
mitted inequitable and discriminatory rate practices to the 
detriment of the shippers and receivers of freight in Alaska 
and such inequities and lack of uniformity will continue to 
exist until proper amendments to the Interstate Commerce 
Act have been promulgated by Congress: Now, therefore, 
be it 

Resolved, * * * 

Your committee is convinced that the transportation situation re- 
specting Alaska is such that effective protection of the public interest 
requires regulation of all modes of interstate surface transportation. 
The Commission’s newly acquired responsibility for regulation of 
motor and inland water carriers in Alaska cannot be met effectively 
without grant of similar jurisdiction over rail carriers involved in the 
same interstate traffic. 


IV. PREVIOUS COMMITTEE ACTIVITY ON REGULATION OF 
ALASKA RAILROAD 


In October 1955, pursuant to Senate Resolution 13 and Senate 
Resolution 163 of the 84th Congress, hearings were held in Anchorage 
and Juneau on the subject of aks transportation, including regula- 
tion of the Alaska Railroad. Numerous witnesses were heard. These 
included private citizens, elected representatives to the Territorial 
legislature and the Congress, representatives of chambers of com- 
merce, truckers, labor spokesmen, merchants, Government em- 
ployees, representatives of the shipping industry stevedores, trans- 
portation consultants, and airline officials. From the testimony 
presented by these witnesses, many of whom possessed a firsthand 
practical knowledge of the transportation needs and problems of 
Alaska, the committee received an accurate picture of the transporta- 
tion problems involved. Regulation of the Alaska Railroad was 
strongly recommended by many of the witnesses. 

Subsequently the Interstate and Foreign Commerce Committee on 
July 25, 1956, in Report No. 2802, 84th Congress, entitled ‘“Trans- 
portation Problems of Alaska and the Pacific Coast States” set forth 
the principal transportation problems of Alaska and recommended 
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that the Interstate Commerce Commission draw up and submit a 
lan for economic and safety regulation for Alaskan transportation. 
he request was included in the section of the report (pp. 7-8) which 
reads as follows: 
RECOMMENDED ACTION 


The committee realizes that Alaska is beset by a number of 
chronic transportation problems that will require the atten- 
tion of Congress and of the people of Alaska for many 
years if solutions are to be achieved. There is likewise an 
acute transportation problem which needs immediate atten- 
tion and action: that of regulation of, competition among 
carriers serving Alaska According to the testimony, this 
situation is particularly unhealthy as between motor carriers 
on one hand and the Alaska Railroad on the other. At the 
present time, this competition is unrestricted by regulatory 
statute; consequently, there is neither restriction on discrimi- 
nation against shippers and communities, nor provisions of 
law forbidding unfair diminution of carrier revenues. Such 
a state of affairs mitigates against the orderly economic 
development of Alaska. 

The committee believes that transportation within Alaska 
and between Alaska and the United States should be sub- 
jected in the public interest to a reasonable measure of 
clearly drawn regulation which will allow carriers a fair 
return for their efforts and insure the shippers and communi- 
ties of Alaska reasonable and nondiscriminatory rates. 

Therefore, the committee requests that the Interstate 
Commerce Commission draw up and present to the commit- 
tee by January 1, 1957, a plan of economic and safety regula- 
tion for Alaska to carry out these objectives for rail, motor, 
and inland water transportation. It is realized that the 
exact plan of regulation which exists in the United States 
probably cannot be transplanted in its entirety to apply suit- 
ably to the Alaskan situation; consequently, the ICC, in 
drawing up its report, should keep foremost in mind that the 
regulatory plan proposed should be adapted to the needs of 
Alaska. Serious consideration should be given to including 
a provision of law calling for a thorough and complete study 
and general investigation by the Interstate Commerce Com- 
mission of rates and charges now in effect both within Alaska 
and between Alaska and points outside the Territory. 

If regulation of rates within Alaska is to be effective, rec- 
ommendations for regulation of joint and proportional rates 
for service between points in Alaska and points outside 
Alaska will need to be a part of the plan. Whether both 
contract and common carrier regulation is necessary will be 
for the ICC to determine. Private transportation is not to 
be subjected to economic regulation. 

The plan should include specific amendments to the law 
that are considered necessary. All departments of Govern- 
ment are requested to cooperate with the ICC in the formu- 
lation of this plan of regulation. Committee counsel shall 
oe ready to lend assistance to the ICC in formulating the 
plan. 


59003°—59 8S. Rept., 86-1, vol. 3-80 
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In compliance with the recommended action by the committee, 
the Interstate Commerce Commission made a study of the subject 
and furnished the committee with a copy of the proposals on this 
subject prepared by its Associate General Counsel, Mr. James A, 
Murray. In a letter from the Chairman of the Interstate Commerce 
Commission to Chairman Magnuson, dated February 11, 1957, the 
Commission stated that generally it agreed with Mr. Murray’s 
recommendations and gave an outline and explanation of the plan 
which the amendments were intended to effectuate. The proposed 
amendments were introduced as S. 1448, in the 85th Congress in 
1957, and were intended to bring the transportation of Alaska, in 
its Territorial status, under the Interstate Commerce Act. 

Hearings were held in September and October 1957, on S. 1448, 
85th Congress, in Anchorage and Fairbanks. The general plan of 
S. 1448 would have extended the Interstate Commerce Act to apply 
to transportation between Alaska and the States, and to transporta- 
tion in interstate and foreign commerce within Alaska. This appli- 
cation would have been substantially the same as the application of 
the Interstate Commerce Act within the States. 

S. 1448 proposed further extension that would make the Interstate 
Commerce Act apply to transportation in intraterritorial service be- 
tween points in Alaska; this would have been a departure from the 
plan in the States where each State normally regulates intrastate 
transportation within its borders. 

There were two reasons for the inclusion of this proposed jurisdiction 
over intra-Alaskan transportation. One was to simplify transporta- 
tion regulation for carriers and shippers by having one statute and one 
set of regulations and rates to govern both interstate and intrastate 
transportation. This would have been in contrast to the practice in 
the States where intrastate transportation is regulated by the States 
and interstate transportation is regulated by the Interstate Commerce 
Commission. 

Another reason for proposing to extend the act to apply to Alaska 
intraterritorial transportation was the existence of the Alaska Rail- 
road which represents a substantial investment by the Federal Gov- 
ernment. It is unusual for the Federal Government to submit an 
investment of this kind to the regulation of rates by local authorities. 

By bringing the Alaska Railroad under the Interstate Commerce 
Act, the Congress, by passage of this bill, would have followed the 

recedent in which the Commission regulated transportation by the 

ederal Barge Line when owned by the Government and the Maritime 
Commission when it regulates transportation by Government-owned 
vessels. 

Aside from this general extension of the Interstate Commerce Act 
to apply to Alaska, S. 1448 would have made a number of special 
provisions with respect to Alaskan transportation. The first provision 
of that kind would have created an Alaskan Transportation Board 
composed of three members appointed by the Governor of Alaska, 
subject to the advice and consent of the Alaskan senate. All matters 
relating to transportation between points in Alaska would have been 
initially subject to this board for action. Any matter involving 
transportation between Alaska and the States would, in the discretion 
of the Commission, have been referred to the board for action. The 
decisions of the board would have been subject to appeal to the entire 
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Commission in the same manner that decisions of a division of the 
Commission are subject to appeal to the Commission. This was 
thought desirable because of the Government’s investment in the 
Alaska Railroad. 

Another departure from the terms of the Interstate Commerce Act 
was that the bill would have made special provisions for through 
routes and joint rates different from those in the States. 

In the States railroads and water carriers are required to establish 
through routes and joint rates with other railroads and with other 
water carriers. Motor carriers, on the other hand, may establish 
through routes and joint rates with other motor carriers or with 
railroads or water carriers, but they cannot be compelled to do so. 

Special provisions in the bill provided that any two carriers, whether 
rail, water, or motor vehicle, operating in Alaska could be compelled 
to join in through routes and joint rates where they serve a common 
point. This seemed to be necessary because of the smaller number of 
carriers, the great distances involved, and the urgent need for trans- 
portation in some instances. 

In addition, the bill provided that railroads operating in the States 
be compelled to join in these through routes and joint rates with all 
types of carriers operating in Alaska where there was a water carrier 
connecting between the States and the Alaskan ports. 

A further departure from the Interstate Commerce Act was pro- 
posed by an amendment to section 22. This provision withdrew 
from common carriers the privilege of giving free or reduced-rate 
transportation to the Federal Government on Alaskan traffic. 

This exemption would have been applicable in normal times, but in 
times of war or national emergency free or reduced-rate transportation 
could be given to the Federal Government. The reason given for this 
provision was that more than 50 percent of the traffic in the Territory 
was Government traffic, and it would possibly not be helpful to try to 
regulate and prevent destructive competitive practices by 50 percent 
of the traffic being exempt from regulation. 

The bill made another provision for the benefit of Alaska by amend- 
ing section 28 of the Merchant Marine Act. This section provided 

enerally that foreign vessels may not participate in transportation 
Giewoer points in the United States. An exception allowed certain 
vessels to participate in transportation between points in the States 
where the United States carriers have established through routes and 
joint rates with Canadian railroads and the goods are delivered by 
the Canadian railroads to a subsidiary water carrier or to a connecting 
water carrier. 

Another provision of the bill would have amended the Alaska Rail- 
road Act to provide that the Alaska Railroad be subject to regulation 
the same as other railroads with respect to rates, service, and safety. 
This was thought to be necessary because the Alaska Railroad was 
the most important transportation agency in the Territory. If it 
were left out and its competitors were regulated, the attempt to 
regulate might not prove practical. 

he bill contained a number of so-called grandfather clauses. The 
purpose of these provisions, as stated in the bill, was that motor carriers 
and water carriers, as well as freight forwarders operating into Alaska, 
or within Alaska on January 1, 1957, should be issued certificates or 
permits authorizing the continuance of the same operations without 
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proof of public convenience and necessity and evidence of fitness, 
willingness, and ability. 

Statehood for Alaska cut off the need for many of the extensive 
amendments to the Interstate Commerce Act as set forth in S, 1448; 


Vv. TERMS OF 8. 1508 


S. 1508 would, 180 days after its enactment, subject the Alaska 
Railroad to the provisions of part I of the Interstate Commerce Act, 
and related acts, except with respect to requirement of Inters‘ate 
Commerce Commission approval for extension of its lines and for 
issuance of securities. The carrier would also be made subject to 
such acts as the Employers Liability Act, the Railway Labor Act, 
and the acts relating to railroad safety and the Explosives and Com- 
bustibles Act. 

In lieu of the present law relating to the issuance of free passes by 
the Alaska Railroad, the law would be amended to incorporate by 
reference the provisions of part I of the Interstate Commerce Act 
(secs. 1(7) and 22) respecting the furnishing of transportation free or 
at reduced rates. This departs to some extent from prior proposals 
respecting the regulation of transportation to, from, and within 
Alaska as a Territory. At that time, the ICC recommended making 
section 22 of the Interstate Commerce Act, allowing free or reduced 
rates to various levels of Government, inapplicable to Government 
traffic, except during time of war or national emergency, principally 
on the ground that effective regulation would be difficult if more than 
50 percent of the traffic moving in Alaska was U.S. Government 
traffic and therefore subject to section 22. 

Statehood has intervened, and it becomes necessary to move toward 
regulating surface transportation in interstate or foreign commerce 
with respect to Alaska in the same uuiform manner it is now regulated 
in the other States. Statehood will make no sudden changes in the 
character of the traffic, but statehood will give a new impetus to the 
economic growth and development of Alaska, with a decline in the 
percentage of Government traffic reasonably to be expected. 

The ICC states that in fairness to the Department of Defense offi- 
cials currently controlling Government traffic in Alaska, it should be 
should be stated that the Commission is informed that rates being 
negotiated are not at depressed levels, but on the contrary are at 
levels that have served as a pattern for civilian freight rate levels for 
all modes of carriers. Application of section 22 would therefore at 
this time seem to cause no change in revenues for the carriers tendered 
Government traflic, unless Government policy in Alaska should change. 


VI. CURRENT HEARINGS 


In the course of the public hearings on S. 1508, the general man- 
ager of the Alaska Railroad o ans subjecting the Alaska Railroad 
to the terms of the Interstate Commerce Act. The general manager 
stated his general opposition in these words: 


I am not in favor of the enactment of S. 1508, not because 
I am fearful of regulation as such, but because I am appre- 
hensive about applying a complicated law which is sur- 
rounded by ivatetle of administrative rulls and decisions 
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that have been built up in the light of private carrier relation- 
ships without due regard to the unusual circumstances sur- 
rounding the operation, by the Federal Government, of a 
railroad in the new State of Alaska. 

I think it will be admitted that the regulation of one 
agency of the Federal Government by another agency of 
the Federal Government creates problems quite different 
from those occasioned by the public regulation of private 
transportation companies. I am aware of the fact that this 
was done in the case of the Inland Waterways Corporation, 
but I do not think this example sheds much light on the 
Alaska situation. 

The policy of the Alaska Railroad is determined, first, in 
terms of the authority granted by an act of Congress, and, 
second, by congressional appropriation committees who care- 
fully review our annual budgets. If we should be placed 
under the Interstate Commerce Commission, I find it difficult 
to imagine who will arbitrate the dispute in case the con- 
gressional committees and the Interstate Commerce Com- 
mission do not quite see eye to eye as to the handling of a 
particular problem. 


The other important witness to oppose passage of S. 1508 was the 
Under Secretary of Commerce for Transportation, stating that the 
Department of Commerce was contemplating studies of transporta- 
tion policy and— 


with those studies being made it would seem to us that it 
would be inadvisable to enact this legislation at this time 
but more advisable to delay this legislation and possibly 
other legislative actions until those studies are undertaken 
and the results are available to us. 


The committee does not deem it realistic to hold up on transporta- 
tion legislation until the Department of Commerce completes studies 
which are not yet formulated, the application of which is uncertain 
as far as its relevance to Alaska transportation is concerned. 

In addition to this general opposition, he offered several specific 
objections to S. 1508 as follows: 


Apart from general considerations, I have several specific 
objections to the bill, several of which stem from the fact 
that the Alaska Railroad is a governmental and not a pri- 
vate enterprise: 

1. The proposed bill as it now stands appears to give no 
consideration to agency relationships. If the railroad should 
become subject to part I of the act, presumably the railroad 
would be expected to conform to ICC requirements regard- 
ing accounting and reporting. It is assumed that the rail- 
road would also be required to conform to requirements of 
the Bureau of the Budget, the U.S. Treasury, the General 
Accounting Office, etc. In the face of such apparent con- 
tradictions, it would be well for the proposed bill to set forth 
the governing agency in case of conflict to avoid duplications. 
Further, the proposed draft specifically exempts the rail- 
road from securing Commission approval as regards any 
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possible extension of service, but is completely silent as re- 
ards any curtailment of service. It would appear that the 
epartment of the Interior could be placed in the untenable 
position of running a deficit operation while being without 
— authority to affect cutbacks necessary to eliminate such 
deficit. 

2. The determination as to the propricty of the railroad 
rates would be a difficult one. It would appear certain that 
any determination as to whether rates were compensatory 
would require consideration of interest on the investment. 
It is a known fact that the Alaska Railroad has a plant in 
excess of what would be judged adequate if determined by 
economic necessity alone. It is also a matter of record that 
some portion of this excess capacity was dictated by military 
rather than economic considerations. The question as to 
whether interest costs should be considered when appraising 
the propriety of a rate, would be difficult to resolve. 

A unique circumstance peculiar to the Alaska transporta- 
tion picture is the operation of the Army pipeline to Fair- 
banks. It would appear that this facility could be considered 
& private carrier as well as a military facility. Yet, to the 
extent that this facility operates, it affects the transportation 
picture in Alaska to a substantial degree. Obviously, if this 
facility ceased to operate and diverted its tonnage to the 
railroad, the railroad would feel impelled to reexamine its 
rate structure on petroleum products because of the volume 
movement involved. Conversely, expanded operation of this 
facility could further decrease operating revenues of the 
Alaska Railroad to some extent. Thus, the operation of 
private and/or other Government facilities can have a direct 
effect on operating revenues on the Alaska Railroad, as well 
as other common carriers, to the extent that changes in rates 
are well justified. 

3. It is doubtful whether the proposed bill will have what 
appears to be the desired result insofar as the Alaska Railroad 
is concerned. Approximately 90 percent tonnagewise (80 
percent revenuewise) of the traffic of the Alaska Railroad 
moves on local billing. There appears little doubt that the 
coal moving in Alaska is intrastate in nature. It has appar- 
ently been established that the bulk petroleum movement as 
it exists in Alaska is intrastate in nature. The MSTS han- 
dles a substantial portion of the military tonnage to Alaska 
and discharges it at Whittier. This tonnage, to a degree, is 
warehoused in Whittier and is subsequently shipped out of 
Whittier as a local shipment on a Government bill of lading 
and the status of this tonnage would probably be controver- 
sial. Even if this traffic were considered in interstate com- 
merce it would still be exempt under section 22. In the ab- 
sence of a State regulatory body with authority over all 
carriers, it would appear that regulation would be far from 
complete. 

4. It can be said that, generally, the proposed bill does not 
take into account a condition which, among the States, seems 
to be peculiar to Alaska, namely, that a single shipper (the 
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military) controls approximately 50 percent of the tonnage. 
Here it is pertinent to remind you that in a letter to Senator 
Magnuson, of February 11, 1957, the Chairman of the Inter- 
state Commerce Commission said: 

“Tn our opinion, economic regulation would not be a suc- 
cess if 50 percent or more of the traf‘ic is to be exempt.” 

I have already pointed out that, ignoring military traffic, 
most of our commercial traffic is intrastate rather than inter- 
state in character. 

5. As far as Alaska is concerned, part | of the Interstate 
Commerce Act appears to be discriminatory as between con- 
tract and common carriers. Even though the control over 
contract carriers was expanded in an amendment to the act 
dated August 13, 1957 (Public Law 85-124, 85th Cong.), a 
contract carrier serving a single shipper necd file minimum 
rates only with resulting advantages over a competing com- 
mon carrier. 

A good example of how a contract carrier could disrupt the 
Alaska transportation picture is provided by the petroleum 
movement on the Tanana and Yukon Rivers to Galena. 
This constitutes by far the largest movement on these rivers. 
A contract carrier serving a single customer could well afford 
to undercut any common carrier on the rivers because of the 
volume of this commodity to Galena, and because he would 
need to set up to handle only one commodity to a single 
destination. Should a contract carrier be successful in con- 
tracting for this petroleum movement to Galena, a common 
carrier, forced to gear up to handle all commodities to all 
ports of call on the Tanana and Yukon Rivers would have 
but two alternatives: (@) He could increase his rates on all 
commodities to all points on the rivers with resulting hard- 
ships to small civilian shippers, or (6b) he could cease opera- 
tions as a common carrier with equally devastating results 
to small civilian shippers. 

6. I do not believe that the proposed bill fulfills the 
standards spelled out by Senator Magnuson in Committee 
Report No. 2802, 84th Congress, 2d session. In that report, 
the Senator stated: 

“Tt is realized that the exact plan of regulation which exists 
in the United States probably cannot be transplanted in its 
entirety to apply suitably to the Alaskan situation; con- 
sequently, the ICC, in drawing up its report, should keep 
foremost in mind that the regulatory plan proposed should 
be adapted to the needs of Alaska. Serious consideration 
should be given to including a provision of law calling for a 
thorough and complete study and general investigation by 
the Interstate Commerce Commission of rates and charges 
now in effect both within Alaska and between Alaska and 
points outside the Territory.” 

It is the opinion of the railroad that the conditions which 
inspired Senator Magnuson’s above-quoted comments exist 
to the same degree today that they existed at the time Senator 
Magnuson made this comment. 


13 
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Your committee has considered the objections offered by the Alaska 
Railroad but does not find them persuasive on the point of allowing 
the Alaska Railroad to remain free of regulation under the Interstate 
Commerce Act. It may be that future experience will show the 
requirement for amendments in order to take care of special situations, 

The record should show that the General Manager of the Alaska 
Railroad offered no language for specific amendments to 5. 1508 but 
gave only general comments on the bill. 


VII. CONCLUSIONS AS TO NEED FOR REGULATION OF ALASKA RAILROAD 


Your committee concludes that applying the terms of the Interstate 
Commerce Act to the Alaska Railroad is justified. It should be 
pointed out in this connection that with the admission of Alaska to 
statehood, the operations of the kinds of carriers subject in the re- 
mainder of the United States to the Interstate Commerce Act were 
regulated with the exception of water operations between the ports 
of Alaska and the other ports of the United States retained under the 
Federal Maritime Board by section 27(b) of the Alaska Statehood 
Act. These operations and the operations of the Alaska Railroad 
are the only transportation functions of importance in the common 
carrier field that are not made subject to regulation under the Inter- 
state Commerce Act by admission of Alaska to statehood. 

With the competitive struggle between the Alaska Railroad and 
motor carriers for the limited amount of traffic moving in Alaska, there 
can be no effective or equitable regulation of surface transportation 
in the new State as long as one of the major competitive modes is 
subjected to a full measure of regulation while its chief competitor 
remains completely free from regulatory commission control, either 
Federal or State. The situation, as your committee views it, is unfair, 
Continuation of the present situation would not be in the public inter- 
est because there would be a lack of uniform legal standards for regula- 
tion of the various forms of transportation in the absence of which 
discriminatory and destructive competitive practices are apt to arise, 
with the attendant adverse effects on the economy of Alaska. 

Your committee believes that as the situation now exists the Secre- 
tary of Interior does not have the resources available to him to per- 
form the necessary regulatory duties which the Interstate Commerce 
Commission has long been established to discharge. The committee 
further believes that impartial economic regulation is best carried on 
by a regulatory body established as an arm of Congress. 

Thus in the interest of consistency and fair play to competitors for 
Alaska traffic, S. 1508 with amendments, as noted below, should be 
enacted to subject the Alaska Railroad to the provisions of the Inter- 
state Commerce Act, 


VIII. AMENDMENTS TO 8. 1508 


It is your committee’s opinion that the bill would be improved by 
the inclusion of the following amendments: 

1. That a number of technical amendments be made to the bill con- 
sisting mainly of changing the words “said section”’ to ‘‘this Act’. 
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2. That the Alaska Railroad be made subject to the various stand- 
erd safety and related acts applying to the railroads in the United 
States. 

3. That the intrastate operations of the Alaskan Railroad be made 
subject to regulation by the State of Alaska. This will consist of 
definite permission to the State of Alaska to regulate intrastate opera- 
tions of the Alaska Railroad, a Federal agency, with the same author- 
ity that other States regulate privately owned railroads subject to the 
Interstate Commerce Act. 

4. That amending section 1 of the Alaska Railroad Act as proposed 
in S. 1508 would have contained certain free pass provisions but, to 
avoid confusion, it is deemed necessary that the 1926 act be specifically 
repealed. This should be done by the addition of the section of the 
bill to provide as follows: 


Sec. 2. The Act approved April 10, 1926 (44 Stat. 239, 
Ch. 114), relating to free transportation on the Alaska Rail- 
road, is hereby repealed. 


5. That the primary jurisdiction over accounting and auditing pro- 
cedures be lodged with the Interstate Commerce Commission with the 
provision that consideration be given the requirements of the Comp- 
troller General of the United States. 


IX. AGENCY COMMENTS 


The following agencies, in answer to our request, offered no pertinent 
comment on 8. 1508: 

The Office of Civil and Defense Mobilization; 
The Federal Trade Commission ; 

The Federal Power Commission; and 

General Services Administration. 

The General Accounting Office offered a number of comments on 
the bill including one comment on the possibility of conflict between 
the accounting and auditing regulations imposed on the Alaska 
Railroad as a Federal agency and the Alaska Railroad as a transporta- 
tion agency subject to regulation by the Interstate Commerce Com- 
mission. In this dual capacity, there will be accounting and reporting 
regulations that may conflict, according to the Comptroller General. 
The GAO offered another comment on the language in the bill that it 
considered would enlarge the classes of persons or property for which 
free or reduced rates could be granted by the Alaska Railroad. 

Conferences vetween ICC and GAO representatives leading to agree- 
ment between the agencies on the subject of jurisdiction over the 
accounting and auditing procedures of the railroad were suggested 
by your committee. These agencies requested were to submit 
amendments if such were deemed necessary. Each did so by sub- 
mitting a suggested amendment to give it primary jurisdiction in the 
area of accounting. 

Since the Alaska Railroad would be fitted into the regulatory pattern 
of the Interstate Commerce Act under this bill, your committee be- 
lieves the Interstate Commerce Commission should be vested with 
such authority, with the admonition that it consider the needs of 
other agencies. 
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The Department of the Interior recommended that the bill not be 
enacted. The principal reasons on which this opposition is based are: 

1. The Alaska Railroad is operated as a public service in much the 
same manner as a municipally owned electric plant and consequently 
does not require regulation. 

2. Rates are already as low as management can make them while 
still covering costs and under the terms of S. 1508, Alaska Railroad 
rates may be pushed higher with serious harm to the development of 
Alaska’s resources, particularly if a fair return on investment is to be 
achieved. 

3. That higher rates on the Alaska Railroad might cause diversion of 
traffic to other transportation media, thus penalizing shippers without 
improving the railroad’s net margin over costs. 

4. That the present system of fixing rates on the Alaska Railroad 
through the administrative control of the Interior Department has 
provided shippers with a reasonable rate structure and has assisted in 
the development of Alaska; consequently, the shippers and the general 
public would not be benefited by imposing on the Alaska Railroad the 
additional expense involved in dealing with a regulatory agency, un- 
less a need for regulation by an outside agency can be shown. 

5. That if regulation by an outside agency is to be considered, 
Interior recommends that— 


no legislation be enacted unless it also specifies definite rate- 
making standards to guide the regulatory process. * * * 
If legislation should be enacted, we recommend that Con- 
gress determine the ratemaking standards and make no dele- 
gation of authority to the ratemaking body other than the 
power to apply such standards. 


6. That because of its statutory direction to support the Alaska 
military establishment, the railroad is not free to operate in the man- 
ner normally contemplated for regulated industries; and 

7. That S. 1508 might force an unintended change in the railroad’s 
accounting system which would involve additional cost. 

The reports follow: 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D.C., May 4, 1959. 
Hon. Warren G. MaGnuson, 
Chariman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Dear Senator Macnuson: This responds to your request for the 
views of this Department on S. 1508, a bill ‘““To provide for economic 
regulation of the Alaska Railroad under the Interstate Commerce 
Act, and for other purposes.”’ 

We recommend that the bill not be enacted. 

S. 1508 consists to a large degree of a restatement of the language 
of the codification of the first paragraph of section 1 of the act of 
March 12, 1914 (38 Stat. 305), as amended (48 U.S.C. 301), which 
is the act authorizing construction and operation of what is now the 
Alaska Railroad. Aside from minor editing changes, the principal 
change proposed by the bill is to subject the Alaska Railroad to 
part I of the Interstate Commerce Act, which deals with the regu- 
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latory authority of the Interstate Commerce Commission over 
privately owned railroads. 

The Alaskan Railroad is a federally owned transportation artery, 
extending a distance of 470 miles (main line) from the port cities of 
Seward and Whittier through Anchorage, its headquarters, to Fair- 
banks. There are four short branches. The railroad was constructed 
under authority of the 1914 legislation cited above, and was completed 
in 1923. For many years it has been operated under the direction of 
this Department. 

The purpose of this operation is not to earn a profit, or a return on 
the Government’s investment, but rather to perform a public service 
in assisting in the development of Alaska. Therefore, the railroad 
has generally not been run in strict accordance with all the financial 
considerations proper to a privately owned railroad, where such finan- 
cial objectives conflicted with the developmental purposes for which 
the railroad was built. 

The railroad has energetically sought to pare down costs to the 
lowest practicable level, and also to develop new industry which would 
generate revenue-producing traffic. By these and other means it has 
been able to show a small net margin of revenues over costs (including 
depreciation) during each of the past 6 years. Simultaneously, the 
railroad has deliberately refrained from increasing the charges for its 
services to the point that would have been necessary to earn a sub- 
stantial return on investment. On the contrary, freight and passenger 
rates have been systematically kept down to levels just sufficient to 
cover costs. 

In short, the Alaska Railroad has been and is operated after the 
manner of a municipally owned electric plant, which aims to provide 
the best possible service at the lowest possible rates. Such munici- 
pally owned electric plants and other publicly owned utilities are not 
commonly subjected to rate control by outside regulatory commis- 
sions in this country, since by the terms of their mandates they are 
already engaged in serving the public interest, and there is no neces- 
sity for regulation to protect the public. S. 1508 fails to take cogni- 
zance of this sharp distinction, well recognized in American practice, 
between publicly owned facilities operated solely in the interest of 
the consumer or in this case the shipper and traveler, and privately 
owned facilities which are properly entitled to a fair return on the 
investment of their stockholders. 

Under these circumstances it is not clear to us what purpose is 
intended to be served by subjecting the Alaska Railroad to rate regu- 
lation by the Interstate Commerce Commission. As pointed out 
above, such regulation is not needed to hold the rates down, since 
they are already as low as management can make them, while still 
covering costs. However, it may be that the aim of the bill is to 
push Alaska railroad rates higher than at present, instead of lower. 

If it is the purpose of S. 1508 to force freight and passenger tariffs 
up, to the point necessary to yield a fair return on investment, we 
are not sure that it would achieve that purpose. It has not been the 
practice in the past for the Interstate Commerce Commission to force 
any carrier to increase its charges, except under rather unusual cir- 
cumstances not present here. 
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If a fair return on investment is the objective, meeting that standard 
would certainly require additional gross revenues of at least $3 million 
or more per annum, considering the large capital account. Since 
present rates result in gross revenues annually of approximately 
15 millions, application of the fair return standard would appear to 
require a prompt upward adjustment in rates on the order of at least 
20 or 30 percent. 

We fear that such potential rate increases would seriously harm 
the development of Alaska’s resources. This Department would 
oppose any policy or legislation which would appear to require im- 
mediate rate increases of that magnitude. 

In fact, we cannot now predict whether increases of even that 
magnitude would increase gross revenues in an equal proportion, 
since higher rates might well force a diversion of traffic to other trans- 
portation mediums, thus penalizing shippers without even improving 
materially the railroad’s net margin over costs. Considering the large 
fixed investment in the railroad and the relative scantiness from a 
traffic standpoint of the territory through which it operates, it is even 
possible that there does not exist any level at which rates could be 
set which would yield a fair return. 

We believe that the present system of fixing rates of the Alaska 
Railroad through the administrative control of this Department, at 
levels sufficient to cover costs but not to yield a substantial profit, 
has provided shippers with a reasonable rate structure and bas con- 
formed to the objective of assisting in the development of Alaska. 
We do not believe that shippers and the general public would be 
benefited by imposing on the railroad the additional expense neces- 
sarily involved in dealing with a regulatory authority, unless a need 
for regulation by an outside agency can be shown. 

If, however, regulation by an outside agency is to be considered 
nonetheless, we recommend that no legislation be enacted unless it 
also specifies definite ratemaking standards to guide the regulatory 
process. Whether rates should be keyed as low as possible to foster 
economic development in Alaska, or at a higher level to attempt to 
earn a fair return, is evidently a matter of the most fundamental 
policy for the railroad’s management and for any ratemaking body. 
If legislation should be enacted, we recommend that Congress deter- 
mine the ratemaking standards and make no delegation of authority 
to the ratemaking body other than the power to apply such standards. 

An additional element in the problem should be mentioned. Be- 
sides the statutory direction to aid in the development of Alaska, the 
railroad also has a congressionally assigned duty to support the 
Alaskan Military Establishment. Most of the major military estab- 
lishments in Alaska are in the railbelt it serves and are heavily de- 
pendent upon the railroad to supply their most vital needs. In a 
number of ways this additional duty places upon the railroad additional 
burdens and, concretely, additional costs, which a privately owned 
carrier could not be forced to assume. For example, the railbelt will 
not support profitably the two rail ports at Whittier and Seward. 
Under conditions of normal, privately-owned railroading, it could be 
assumed that one of these two ports would be closed. Closure of one 
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of the ports would permit a reduction in both the capital investment of 
the railroad, and also in the operating costs now required to provide 
service to both. We doubt that the Defense Establishment would 
agree to a closure of either port, for the purpose of permitting the 
railroad to improve its earnings position. So long, however, as the 
railroad must accept this and similar obligations, it is not free to oper- 
ate in the manner normally contemplated for regulated industries, 
i.e., hag an eye to reducing costs and maximizing profits wherever 
ossible. 

r Finally, the bill as drafted might force an unintended change in 
the railroad’s accounting system, which has, through the expenditure 
of substantial money and effort, been established on the basis of Gov- 
ernment standards of business-type accounting. We do not believe 
such a change should be forced without a full understanding of the 
cost and waste which would be involved. 

We recognize that there is a problem of through rates in the Alaska 
trade which makes through billing desirable to the maximum extent 
possible. Where more than one carrier is involved there is no reason 
why the present practice cannot be continued of depending upon the 
Alaska Railroad for the issuance of a through, information tariff. 
Other carriers can then file proportional tariffs covering their segments 
of the through rates, in the same manner as joint rates with Canadian 
railroads are now filed. 

With respect to draftsmanship, the bill requires correction at a 
number of points. For example, on line 3 of page 4 there is a reference 
to the issuance of securities, although the railroad is not even author- 
ized to issue any securities. It is difficult to understand the sentence 
beginning on line 24, of page 4, which may be due to a grammatical 
imperfection. The bill also contains much obsolete language relating, 
for example, to the construction of the Panama Canal (on p. 5), to 
the detail of officers in the Engineer Corps in the Army or Navy (p. 
2, lines 4-6), and to the acquisition of any other line or lines of railroad 
in Alaska (none of which any longer exist in the rail belt). If much 
of the basic statute of the railroad is to be reenacted, we believe it 
would be desirable in the same act to delete outmoded language and 
to take cognizance of present-day problems. 

In his budget message at the beginning of the present session, the 
President advised the Congress that legislation would be proposed to 
incorporate the Alaska Railroad to facilitate its operations on a 
businesslike basis. That legislation is being developed and should be 
ready for presentation to Congress shortly. In addition to providing 
& modern operational structure and dealing with many current prob- 
lems, that legislation will attempt to cover some of the same problems 
sought to be dealt with by S. 1508. In connection with any action 
on 5. 1508, the committee may wish to consider the provisions to be 
contained in this forthcoming bill to incorporate the railroad. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
EvMer F, BENNETT 
Acting Secretary of the Interior. 
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CompTROLLER GENERAL OF THE UNITED SratTEs, 
Washington, April 16, 1959. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 


U.S. Senate. 


Dear Mr. CrarrMan: Further reference is made to your letter 
dated March 25, 1959, enclosing for comment a copy of S. 1508. 

Apparently, the primary purpose of this bill is to subject the 
Alaska Railroad to regulation by the Interstate Commerce Commis- 
sion, pursuant to the provisions of part 1 of the Interstate Commerce 
Act, as amended, 49 U.S.C. 1-27, inclusive. The bill contains one 
stated exception (lines 1 to 3, inclusive, p. 4) which reads as follows— 
“except that approval of the Interstate Commerce Commission shall 
not be required for any extension of such railroad or railroads or for 
the issuance of securities.” The Alaska Railroad was no doubt 
instituted for the purpose of developing that Territory (now State) 
and for defense purposes and its expenditures are financed from 
appropriations by the Congress as well as revenues from its operations. 
We therefore believe that the authority of the Interstate Comers 
Commission to regulate the road pursuant to part 1 of the Interstate 
Commerce Act should not control the extension of the railroad’s lines 
nor the issuance of securities. The exceptions thus appear proper. 

We note that S. 1508 would substitute for that portion of section 1 
of the act of March 12, 1914 (38 Stat. 305, 48 U.S.C. 301), which 
defines the classes of persons to whom free or reduced rate transporta- 
tion or passes may be issued, the sentence beginning on line 3, page 4, 
of S. 1508, which reads as follows—‘‘No free pass or free or reduced 
rate or fare transportation shall be given except as permitted by the 
provisions of part I of the Interstate Commerce Act.” This language 
would have the effect of permitting free or reduced rate or fare trans- 
portation for all classes of persons enumerated in sections 1(7) and 22 
of part I of the Interstate Commerce Act, 49 U.S.C. 1(7) and 22, 
thereby greatly enlarging the classes of persons or property for which 
free or reduced rate or fare transportation could be granted by the 
Alaska Railroad Company. A substantial proportion (about 52 
percent in fiscal year 1957) of the total transportation services ren- 
dered by this carrier consists of the carriage of persons and property 
for or on behalf of the U.S. Government. Some doubt arises as to 
how effective rate regulation of the transportation services performed 
by the Alaska Railroad would be if more than 50 percent of its services 
may be performed free or at reduced rates. Moreover, any savings 
to the Government through section 22 quotations which resulted in 
greater deficits between the railroad’s operating expenses and 
revenues apparently would have to be borne from increased congres- 
sional appropriations to the railroad (as distinguished from being 
charged to the appropriations of the Government agency requiring 
the transportation) and would be more apparent than real. 

All of the provisions of S. 1508 which follow the portions discussed 
above, that is, the language beginning on line 6, page 4, and ending 
on line 17, page 5, of S. 1508, were apparently designed to allow the 
President, (1) to lease as well as to operate the lines of the Alaska 
Railroad, including the telegraph and telephone lines owned by it, 
(2) to purchase, condemn or otherwise acquire the lines of any other 
railroad or railroads in Alaska, and (3) to enter into contracts or 


ws v's 


ov = 


: aa 


'y 





APPLYING INTERSTATE COMMERCE ACT TO ALASKA RAILROAD 2] 


agreements with “any railroad or steamship company or vessel 
owner’”’ for the joint transportation of passengers or property over 
the Alaska Railroad and such other railroad or steamship line, all 
without first securing the approval of the Interstate Commerce 
Commission for the conduct of such undertakings, which approval is 
required in the case of privately owned railroads subject to regulation 
by the provisions of part 1 of the Interstate Commerce Act, as 
amended. Certain changes for clarification are needed in the sentence 
beginning with the words ‘‘The price” on line 24, page 4. We suggest 
a period instead of a comma after the word “railroad” on line 1, 
page 5, and a new sentence, beginning with the words—‘‘The Presi- 
dent is further empowered and authorized’’ preceding the phrase 
“to make contracts or agreements with * *'* ete.” on line 1, page 5, 
of the bill, in order to clarify this language. 

While the question of the enactment of S. 1508 would seem to be 
one of policy for determination by the Congress, we believe it proper 
to call attention to certain conflicts, duplications, and confusions 
which might result in the event of the approval of this bill in its 
present form, in addition to the matters heretofore discussed. 

The Alaska Railroad is a wholly owned Government entity, operated 
under the direction and control of the Director, Office of Territories 
and Island Possessions, Department of the Interior, pursuant to 
Executive Order No. 3861, June 8, 1923, Executive Order No. 6726, 
May 29, 1934, and Department of Interior Order No. 1040, dated 
February 13, 1936. See, also, 1950 Reorganization Plan No. 3, 
effective May 24, 1950, 64 Stat. 1262. As a part of the executive 
department, the Alaska Railroad is required by the terms of the 
Accounting and Auditing Act of 1950, 31 U.S.C. 65, et seq., to estab- 
lish and to observe accounting principles, standards, and systems in 
accordance with the requirements prescribed and approved by our 
Office. The current accounting system of the Alaskan Railroad was 
devised jointly by the railroad, the Department of the Interior, and 
our Office, and was approved by us on September 27, 1957. The 
system was designed to include, as an integral part thereof, the ac- 
counting, financial reporting, and budgetary needs of the Secretary of 
the Treasury and the Director of the Bureau of the Budget, as required 
by 31 U.S.C. 66(a). 

The Interstate Commerce Commission is authorized by the terms 
of 49 U.S.C. 20(3) to prescribe a uniform system of accounts appli- 
cable to any class of carriers, and the manner in which such accounts 
shallbe kept. Title 49, United States Code, section 20(5), authorizes the 
Commission to prescribe the forms of any and all accounts, records, and 
memoranda to be kept by carriers, including the accounts, records, 
and memoranda of the movement of traffic, as well as of the receipts 
and expenditures of moneys and provides that “it shall be unlawful 
for such carriers or lessors to keep any accounts, records, and memo- 
randa contrary to any rules, regulations, or orders of the Commission 
with respect thereto”, subject to the penalties prescribed for the 
violation of any of these provisions, as set out in 49 U.S.C. 20(7). 
While the Commission’s accounting procedures are not entirely 
compatible with the new accounting system approved for the 
Alaska Railroad, a number of changes would no doubt have to be 
made in the Alaska Railroad’s present system of accounting to bring 
its procedures into complete harmony with those prescribed by the 
Interstate Commerce Commission. 
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What was said about accounting systems applies with equal force 
to the reports required to be aa by the Alaska Railroad, which 
now renders monthly reports of its operations to meet the require 
ments of the Treasury Department and the Bureau of the Budget, 
All of the operations of the Railroad are now subject to audit by the 
General Accounting Office, and we enclose for your information an 
audit report for the fiscal year 1955 and a second such report covering 
the fiscal years 1956 and 1957 showing the type of audit which we now 
perform as to such operations. If S. 1508 is enacted, the Interstate 
Commerce Commission would be authorized by 49 U.S.C. 20(5) to 
make separate and independent examinations of this carrier’s oper- 
ations, thereby resulting in duplications which would not be in the 
best interests of all concerned. 

For the reasons outlined, we do not recomi.iend the enactment of 
S. 1508 in its present form. However, if the Alaska Railroad is made 
subject to regulation by the Interstate Commerce Commission, pur- 
suant to the terms and provisions of part I of the Interstate Com- 
merce Act, as amended, we believe other common or contract carriers 
now operating in interstate commerce between points in Alaska like- 
wise should in the Government’s interest be brought under regulatory 
control by the Interstate Commerce Commission pursuant to the 
appropriate provisions of the Interstate Commerce Act, as amended. 

Sincerely yours, 
JosepH CAMPBELL, 
Comptroller General of the United States. 


X. CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets; new matter is printed in italic; existing law in which 
no change is proposed is shown in roman): 


An Act To AvuruorizE THE PREsIDENT OF THE UNiTeED States To 
Locatg, Construct, AND OPERATE RAILROADS IN THE TERRITORY 
or ALASKA, AND FoR OTHER Purposes, APPROVED Marcia 12, 1915 
(38 Srat. 305), As AMENDED (48 U.S.C. 301) 


“That the President of the United States is hereby empowered, 
authorized, and directed to adopt and use a name by which to des- 
ignate the railroad or railroads and properties to be located, owned, 
acquired, or operated under the authority of this Act; to employ such 
officers, agents, or agencies, in his discretion, as may be necessary to 
enable him to carry out the purposes of this Act; to authorize and 
require such officers, agents, or agencies to perform any or all of the 
duties imposed upon him by the terms of this Act; to detail and 
require any officer or officers in the Engineer Corps in the Army or 
Navy to perform service under this Act; to fix the compensation of 
all officers, agents, or employees appointed or designated by him; to 
designate and cause to be located a route or routes for a line or lines 
of railroad in the [Territory] State of Alaska not to exceed in the 
aggregate one thousand miles, to be so located as to connect one or 
more of the open Pacific Ocean harbors on the southern coast of 
Alaska with the navigable waters 1n the interior of Alaska, and with 
a coal field or fields so as best to aid in the development of the agri- 
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cultural and mineral or other resources of Alaska, and. the settlement 
of the public lands therein, and so as to provide transportation of 
coal for the Army and Navy, transportation of troops, arms, munitions 
of war, the mails, and for other governmental and public uses, and 
for the transportation of passengers and property; to construct and 
build a railroad or railroads along such route or routes as he may so 
designate and locate, with the necessary branch lines, feeders, sidings, 
switches, and spurs; to purchase or otherwise acquire all real and 
personal property necessary to carry out the purposes of this Act; to 
exercise the power of eminent domain in acquiring property for such 
use, which use ts hereby declared to be a public use, by condemnation 
in the courts of Alaska in accordance with the laws now or hereafter 
in force there; to acquire rights of way, terminal grounds, and all 
other rights; to purchase or otherwise acquire all necessary equipment 
for the construction and operation of such railroad or railroads; to 
build or otherwise acquire docks, wharves, terminal facilities, and all 
structures needed for the equipment and operation of such railroad 
or railroads; to [fix,] establish, change, or modify rates for the trans- 
portation of passengers and property, [which rates shall be equal 
and uniform, but no free transportation or passes shall be permitted 
except that the provisions of the interstate commerce laws relating 
to the transportation of employees and their families shall be in force 
as to the lines constructed under this Act;] to receive compensation 
for the transportation of passengers and property, and to perform 
generally all the usual duties of a common carrier by railroad; to 
make and establish rules and regulations for the control and operation 
of said railroad or [railroads;] railroads: Provided, That effective one 
hundred and eighty days after the enactment of this proviso, and there- 
after, the operation of the said railroad or railroads and the facilities 
and equipment thereof shall be subject to the provisions of part I of the 
Interstate Commerce Act, as amended, and related Acts, including the 
Acts of March 2, 1893; March 2, 1903, and April 14, 1910, known as 
the Safety Appliance Acts (45 U.S.C., secs. 1-16); the Act of May 6, 
1910, known as the Accident Reports Act (45 U.S.C., secs. 88-43; the 
Acts of February 17, 1911, and March 4, 1915, known as the Boiler 
Inspection Acts (45 U.S.C., secs. 22-34); the Act of March 4, 1907, 
known as the Hours of Service Act (45 U.S.C., sees. 61-64; the Act of 
April 22, 1908, known as the Employers’ Liability Act (45 U.S.C. 
secs. 51-60) ; title I of the Railway Labor Act (45 U.S.C., sees. 151-163); 
and chapter 39 of title 18 of the United States Code, known as the Explo- 
sives and Combustibles Act, and to the provisions of any applicable 
statutes regulating intrastate transportation enacted by the State of 
Alaska, in the same manner and to the same extent as if such railroad or 
railroads and facilities were privately owned and operated, except that 
approval of the Interstate Commerce Commission shall not be required 
for any extension of such railroad or railroads or for the issuance of 
securities, and except further that in carrying out its duties under section 
20 of section 20 of the Interstate Commerce Act as amended, the Com- 
mission shall consider the needs of the Comptroller General of the United 
States, the Secretary of the Treasury, the Director of the Bureau of the 
Budget and the Secretary of the Interior pursuant to provisions of law 
with respect to the accounting, auditing, financial reporting, and budg- 
elary requirements of such railroad or railroads, so long as such railroad 
or railroads continue to be wholly owned and operated by the United 
States. No free pass or free or reduced rate or fare transportation shall 
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be given except as permitted by the provisions y part I of the Interstate 
Commerce Act. The President is empowered and authorized in his 
discretion, to lease the said railroad or railroads, or any portion 
thereof, including telegraph and telephone lines, after completion 
under such terms as he may deem proper, but no lease of such railroad 
or railroads shall be for a longer period than twenty years and no 
other lease authorized in this Act shall be for a longer period than 
fifty-five years, or in the event of failure to lease, to operate the same 
until the further action of [Congress: Provided, That if] Congress. 
I} the said railroad or railroads, including telegraph and telephone 
lines, are leased under the authority [herein given, ] given under this 
Act, Ethen and in that event] they shall be operated by the lessee 
under the jurisdiction and control of the provisions of the interstate 
commerce [laws;] daws. The President also is empowered and au- 
thorized to purchase, condemn, or otherwise acquire upon such terms 
as he may deem proper, any other line or lines of oul in Alaska 
which may be necessary to complete the construction of the line or 
lines of railroad designated or located by [him: Provided, That] 
him, but the price to be paid in case of purchase shall in no case exceed 
the actual physical value of the [railroad;] railroad. The President 
also is empowered and authorized to make contracts or agreements 
with any railroad or steamship company or vessel owner for joint 
transportation of passengers or property over the road or roads 
herein provided for, and such railroad or steamship line or by such 
vessel, and to make such other contracts as may be necessary to carry 
out any of the purposes of this Act; to utilize, in carrying on the work 
herein provided for, any and all machinery, equipment, instruments, 
material, and other property of any sort whatsoever used or acquired 
in connection with the construction of the Panama Canal, so far and 
as rapidly as the same is no longer needed at Panama, and the sue- 
cessors to the Isthmian Canal Commission [is hereby] are authorized 
to deliver said property to such officers or persons as the President 
may designate, and to take credit therefor at such percentage of its 
original cost as the President may approve, but this amount shall not 
be charged against the fund provided for in this Act. 

[The Act of April 10, 1926 (44 Stat. 239), Chap. 114—An Act To 
amend an Act entitled “An Act to authorize the President of the 
United States to locate, construct, and operate railroads in the Terri- 
tory of Alaska, and for other purposes,” approved March 12, 1914. 

[Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the Alaskan 
Railroad Act approved March 12, 1914, is hereby amended so as to 
permit the issuance of passes to ministers of religion, traveling secre- 
taries of Railroad Young Men’s Christian Associations, and persons 
exclusively engaged in charitable and eleemosynary work when en- 
gaged in their work in Alaska; to indigent, destitute, and homeless 
persons, inmates of hospitls and charitable and eleemosynary institu- 
tions, and to such persons when transported by charitable societies 
or hospitals, and the necessary agents employed in such transporta- 
tion; to newsboys on trains, persons injured in wrecks and physicians 
and nurses attending such persons; the interchange of passes for the 
officers, agents, and employees of common carriers, and their families; 
and the carrying of passengers free with the oan of providing relief 


in cases of general epidemic, pestilence. or other calamitous visita- 
tion. ] 
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MINORITY VIEWS 


In our judgment S. 1508 represents an attempt to deal with a com- 
plex situation presenting many unusual problems for which the 
solutions are not clear. 

S. 1508 would impose, for the first time, a system of outside regu- 
lation of rates and services upon the Alaska Railroad, a wholly owned 
Federal agency which is the major transportation facility in central 
Alaska. As introduced, the bill would have provided for regulation 
of interstate traffic by the Interstate Commerce Commission. As 
amended by the committee, however, the bill would also impose State 
regulation over intrastate traffic. 

We are not opposed on principle to outside regulation of the Alaska 
Railroad, provided a need for such regulation can be shown. How- 
ever, no case has been made to show the necessity of such outside 
regulation. In any ease, the railroad is immediately under the ad- 
ministrative direction of the Secretary of the Interior. If any com- 
plaints against railroad practices or policies should be found to have 
merit, changes or corrections can be most easily made by adminis- 
trative action of the Secretary, without the interposition of an outside 
agency. By this means, the conflict of jurisdiction and policy over 
the railroad which is inherent in the bill can be avoided. 

The bill as reported has a number of serious defects. 

First, we do not believe as a matter of principle that the Federal 
Government should accept State regulation of the most fundamental 
aspects of the operation of any Federal agency. It is no disrespect to 
any State to point out that State and Federal objectives may conflict. 
The railroad is owned by the Federal Government. It represents a 
substantial investment. Its operational costs, maintenance, and im- 
provements must ultimately be met from the Federal Treasury 
through appropriations, if they cannot be met out of railroad revenues 
If State regulation should result in thrusting losses or other burdens 
on the railroad, the Federal Treasury would ultimately suffer the loss. 

Military and airbases in Alaska are absolutely dependent upon the 
railroad for supplying their most vital needs. Any weakening of the 
railroad resulting from unwise State regulatory policies would directly 
affect our national defense. 

The Federal Government cannot afford to accept a situation in 
which it assumes all the financial risks but is unable to exercise effec- 
tive financial control. 

Second, only 10 to 20 percent of the traffic of the railroad is “inter- 
State’ within the meaning of the Interstate Commerce Act. In a 
letter to Senator Magnuson of February 11, 1957, the Chairman of 
the Interstate Commerce Commission said: “In our opinion, economic 

regulation would not be a success if 50 percent or more of the traffic is 
to be exempt.’’ On the basis of this advice, ICC regulation of inter- 
State traffic on the railroad would be a meaningless gesture. 
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Third, the bill centains no standards or statement of objectives to 
guide the Interstate Commerce Commission in its regulatory funetion 
inany way. ‘The Department in its report requested Congress, if the 
bill were to be considered favorably, to set forth such standards, 
but the committee declined the challenge 

This point is of more than philosophical interest he railroad 
now follows rate policies designed to earn no more than the revenues 
necessary to cover costs, including depreciation, plus 2 modest pro- 
gram of improvements and betterments . While the management 
has been able, during the last 6 years. to keep the raslroad in the blaek 
each vear, the margin has been very narrow. ‘There has been no fair 
return on investment, such as private Companies commonly desire 

It is evident that much of the support of 5. 1508 comes from com- 
petitive transportation interests, some of whom may feel that the 
railroad should be required to establish a rate pattern at a higher 
level, sufficient to earn some return for the Treasury. But if this is 
to be the objective of the railroad operation—if the railroad should 
try to earn something approaching a fair return on the heavy Federal 
investment—the Interior Department has advised us that it would 
require an immediate general increase in rates of at least 20 percent, 
We are inclined to consider this estimate conservative, and to believe 
that the upward rate adjustment might have to go much higher. 

Whether the historic rate policy of the Alaska Railroad should now 
be altered by imposing a standard which would require radical upward 
adjustments in rates, is properly a matter for Congress to determine, 
Since the bill sets no definite standards, in effect it delegates this vital 
policy question to the Interstate Commerce Commission to determine, 

Fourth, the committee in executive session added an amendment 
making the Railway Labor Act applicable to the Alaska Railroad. 
The Railway Labor Act, which is quite properly applicable to all pri- 
vately owned railroads, sets up a series of procedures designed to cope 
with the labor disputes that occur on privately owned railroads, based 
ultimately on the right of employees to strike. The right to strike 
is not recognized in the Federal Government, and in view of the vital 
defense mission of the Alaska Railroad, it should not be recognized in 
this case. The railroad has followed forward-looking personnel poli- 
cies, in recognizing the unions, accepting the requirements of collective 
bargaining, and setting wage scales which seem fully adequate. Ex- 
tension of the Railway ‘Labor Act to the Alaska Railroad is not appro- 
priate and would probably be viewed with considerable apprehension 
by the National Mediation Board, itself. 

Solution of the peculiar regulatory problems presented by this 
situation is not easy. Obviously, not enough of the traffic of the 
railroad is interstate in character to permit the Interstate Commerce 
Commission to establish effective economic regulation. The chair- 
man of this committee has previously rec ‘ommended a thorough study 
of rates by all transportation agencies, both within Alaska, and 
between Alaska and the old States. This study has not been made; 
it should be, but it should be broadened into a general study of the 
transportation pattern in our new State. 

Such a study, if conducted under impartial auspices, might give us 


clues to the proper pattern for the transportation development of 
Alaska. 
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In fact, we know of no substantial complaint against the present 
mode of regulation of the railroad, via the administrative authority 
of the Secretary of the Interior. The railroad is a public service 
agency. The Secretary, its supervisor, is a public servant. We have 
no evidelce that any complaints against railroad practices have been 
neglected by the Secretary. We are informed that complaints to the 
Secretary, by the public or aggrieved competitors, have been few and 
far between. The usual arguments for regulation do not apply in 
this case. 

Since the Alaska Railroad is such a major factor in the transporta- 
tion network of the new State, and since most of its traffic cannot in 
any case be brought within the regulatory framework of the ICC, it 
mav be that the most acceptable solution to this unusual problem 
would be to rely upon the Secretary to enforce upon his subordinate 
agency compliance with policy direction from Congress and tariff 
adjustment procedures which parallel [CC requirements even more 
closely than they do now 

Whether this solution would require the establishment within the 
Department of a more formal system for the handling of complaints 
against the railroad, we cannot now predict. At least, the Secretary 
is in effective administrative control over al] the rates on all the traffic 
handled by the railroad (which the [CC would not be, under S. 1508). 

The Department has recently proposed to Congress a bill, providing 
for the incorporation of the railroad. That bill proposes, among 
other things, that certain rate matters be handled under the Adminis- 
trative Procedure Act. That proposal is in line with what has been 
said above, and seems definitely worth exploring further. 

No urgency has been established for the imposition of regulation by 
an outside agency upon the railroad at this time. A study under 
impartial auspices of the rate policies in effect, and of the present 
transportation pattern of Alaska, might give the answers. 

In the meantime, no showing has been made that the Secretary of the 
Interior, with his present supervisory and regulatory authority, will 
not fairly adjudicate any complaints, by competitors or by the public 
that may be presented. 

ANDREW F. ScHOEPPEL. 
JoHn MarsHaAtt Burier. 
Turuston B. Morton. 
Hue Scorr. 
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ALLOCATING PORTIONS OF FISCAL YEAREND PAYROLL 
PERIODS TO PROPER FISCAL YEAR ACCOUNTS 


June 29, 1959.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany H.R. 6134] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H.R. 6134) to amend the Federal Employees Pay 
Act of 1945 to eliminate the authority to charge to certain current 
appropriations or allotments the gross amount of the salary earnings 
of Federal employees for certain pay periods occurring in part in 
previous fiscal years, having considered the same, report favorably 
thereon with amendments and recommend that the bill, as amended, 
do pass. 

COMMITTEE AMENDMENTS 


The committee amendment adds section 2 to the House approved 
bill. The title of the bill is amended to read as follows: 

An act to amend the Federal Employees Pay Act of 1945 to eliminate 
the authority to charge to certain current appropriations or allot- 
ments the gross amount of the salary earnings of Federal employees 
for certain pay periods occurring in part in previous fiscal years, and 
for other purposes. 

PURPOSE 


The purpose of H.R. 6134, as passed by the House, is to repeal a 
provision of the Federal Employees Pay Act of 1945. 

The purpose of the committee amendment is to correct a technical 
deficiency in Public Laws 85-432 and 85-914. 


EXPLANATION OF HOUSE PASSED BILL 


Section 1, which is the portion of the bill passed in the House, carries 
out an official recommendation of the administration for the repeal of 
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a now unused authority contained in section 604 (b) of the Federal 
Emplovees Pay Act of 1945 providing as follows: 

* * * When a pay period for such officers and emplovees begins in 
one fiscal year and ends in another, the gross amount of the earnings 
for such pay pe riod may be regarded as a charge against the appropria- 
tion or allotment current at the end of such pay period. 

When the lederal employee pay system was shifted from a monthly 
or semimonthly to a biweekly basis, the above cited authority Was 
included to facilitate payroll operations during the initial transition 
period. 

Under the monthly and semimonthly pay system, the end of the 
fiscal year and the end of the pay period coincided. However, under 
the new biweekly pay system. the end of the fiscal year would seldom 
coincide with the end of the pay period. The result was, when a 
pay period started in one fiscal year and ended in the next, the payroll 
for the full period could be, and often was, charged to the later 
appropriation. 

‘This result met with the strong objection of the House Appropria- 
tions Committee who placed ail departments and agencies on notice 
“that no estimates would be considered to cover earnings for workdays 
carried over from one year to another.” 

Since the provision of the 1945 Pay Act in question is inoperative by 
direction of the Appropriations Committee, it is desirable that it be 
repealed. 

In public hearings in the House the Bureau of the Budget testified in 
support of early repeal of the provision. No testimony was offered 
in Opposition. 


EXPLANATION OF COMMITTEE AMENDMENT 


The Classification Act provides that all new appointments be made 
at the minimum rate of the appropriate grade of the position to which 
the employee is appointed but that in the case of a transfer from one 
position to another, the employee’s pay may be fixed at any step rate 
of the appropriate grade for the position to which he is transferred 
that does not exceed his rate of pay in the position from which 
transferred. 

Due to a technicality in the wording of the law, the Comptroller 
General held that the movement of an employee from the legislative 
branch to the executive branch was not a transfer but the result of a 
new appointment. This meant that the employee had to start at the 
minimum rate of the grade even though he was receiving a higher 
salary in the legislative branch and notwithstanding a desire by the 
agency to fix his salary at a rate above the minimum of the grade. 

This obvious inequity was overcome insofar as legislative employees 
were concerned by the enactment of Public Law 85-432 and Publie 
Law 85-914, amending the Classification Act and the Postal Pay Act, 
respectively, to permit an emplovee moving from the legislative branch 
to the executive branch to have his initial rate of pay in the executive 
branch fixed at any step of the appropriate grade of the position not 
in excess of his previous rate of compensation in the legislative branch. 

These two laws in turn were held by the Comptroller General ‘to 
apply only to employees and not to Members of Congress who accept 
positions in the executive branch. The committee amendment is 
designed to remove this obvious inequity. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule ..XIX of the Standing 
Rules of the Senate, chanyes in existing Jaw made by the bill, as 
reported, are shown as follows (new matter is printed in italic, existing 
law proposed to be omitted is enclosed in hack brackets, existing law 
in which no change is proposed is shown in roman): 


SecTion 604(b) oF Tov FeperRAL Emptoyrregrs Pay Act or 1945 


ESTABLISHMENT OF BASIC WORKWEEK;, WORK SCHEDULES; PAY 
COMPUTATION METHODS 


Sec. 604. (a) * * * 

(b) Beginning not later than October 1, 1945, each pay period for 
all officers and employees of the organizations referred to in subsection 
(a), except officers and employees of the Isthmus of Panama in the 
Service of the Panama Canal or the Panama Railroad Company, shall 
cover two administrative workweeks. [When a pay period for such 
officers and employees begins in one fiscal year and ends in another, 
the gross amount of the earnings for such pay period may be regarded 
as a charge against the appropriation or allotment current at the end 
of such pay period.] 


Section 802(c) oF THE CLASSIFICATION AcT oF 1949, as AMENDED 


Sec. 802 (a) * * * 

(b) * * * 

(c) Any employee in the legislative branch whose compensation is 
disbursed by the Secretary of the Senate or the Clerk of the House of 
Representatives, and who has completed two or more years of service 
as such an employee, and any Member of the Senate or House of Repre- 
sentatives who has completed two or more years of service as such a Mem- 
ber, may upon appointment to a position subject to the Classification 
Act of 1949 have his initial rate of compensation fixed at the minimum 
rate of the appropriate grade, or at any step of such grade that does 
not exceed the highest previous rate of compensation received by 
him during such service in the legislative branch. 


SecTIoN 501(b) or THE PosTaL Fie._p Service CLAssIFICATION ACT OF 
1955, As AMENDED 

Sec. 501(a) * * * 

(b) Any employee of the legislative branch whose compensation is 
disbursed by the Secretary of the Senate or the Clerk of the House 
of Representatives, and who has completed two or more years of 
service as such an employee, and any Member of the Senate or House of 
Representatives who has completed two or more years of service as such a 
Member, may upon appointment to a position to which this Act applies 
have his initial rate of compensation fixed at the minimum rate of the 
appropriate level of the basic salary schedule applicable to such 
position, or at any step of that level that does not exceed the highest 
previous rate of compensation received by him during such service in 
the legislative branch. O 
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EMPLOYMENT OF ALIENS 
JuNE 29, 1959.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany 8. 1495] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 1495) to consolidate and revise the laws relating 
to employment of aliens in the several States and the District of 
Columbia, having considered the same, report favorably thereon with 
amendments, and recommend that the bill, as amended, do pass. 


AMENDMENTS 


The committee amendments which are of a perfecting nature only 
are as follows: 

1. Page 3, line 4, strike out ‘‘1946” and insert in lieu thereof ‘1956’’. 

2. Page 3, line 11, strike out ‘‘(g)” and insert in lieu thereof ‘“(h)”’. 

3. Page 3, line 12, strike out ‘“‘(h)” and ‘(g)” and insert in lieu 
thereof ‘‘(i)’’ and “‘(h)”’ respectively. 

4. Page 4, line 20, strike out “1147” and insert in lieu thereof ‘‘1471’’. 


BACKGROUND 


Annually since fiscal year 1939, one or more of the appropriation 
acts have contained provisions pertaining to and restricting the em- 
ployment of aliens in the Federal service. 

By letter dated January 23, 1956, the chairman of the Appropria- 
tions Committee requested the Civil Service Commission to make a 
study of the matter and submit such recommendations as might be 
deemed appropriate. On March 4, 1958, the results of that study 
together with recommendations for changes which were approved by 
the Bureau of the Budget were submitted for consideration to the 
chairman of the Appropriations Committee. The letter suggested 
that enactment of the item as substantive legislation in permanent 
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form might be preferable to reenactment yearly in one or more 
appropriation acts. 

In line with the suggestion of the Civil Service Commission, the 
matter was referred to the Post Office and Civil Service Committee on 
April 16, 1958. Vollowing discussions with the Civil Service Com- 
mission and staff study, S. 1495 was introduced March 23, 1959. 


PURPOSE 


The bill is designed to establish permanent control over the em- 
ployment of aliens by the Federal Government within the several 
States and the District of Columbia. To that end it repeals existing 
statutory restrictions controlling the employment of aliens by the 
Federal Government in the several States and the District of Columbia 
and establishes prohibitions designed to meet fully the needs of the 
service. Generally, the bill prohibits the employment within the, 
several States and the District of Columbia, of any noncitizen except 
for limited periods during emergencies or when qualified citizens are 
not available. The bill contemplates that agencies will use the same 
means of establishing the absence of qualified citizen eligibles as they 
now use, under existing Civil Service Commission regulations, when 
appointing aliens to competitive positions. 


AGENCY VIEWS 


Following is a letter from the Civil Service Commission endorsing 
the bill and setting forth a sectional analysis of its provisions. 


U.S. Civit Service Commission, 
Washington, D.C., June 5, 1959. 
Hon. Ourn D. Jounston, 
Chairman, Senate Committee on Post Office and Civil Service, 
New Senate Office Building, Washington, D.C. 

Dear Senator Jounston: This is in further reply to your letter of 
March 26, 1959, requesting the views of the Civil Service Commission 
on S. 1495, a bill to consolidate and revise the laws relating to employ- 
ment of aliens in the several States and the District of Columbia. 

The Commission endorses this bill. 

On March 4, 1958, the Commission wrote to the chairman of the 
Senate Appropriations Committee, in response to his request, outlining 

roposed legislation to revise section 202 of the General Government 
isetters Appropriations Act, which pertains to the employment of 
aliens by the Government in continental United States. Except for 
the repealer provisions, S. 1495 would put into substantive legislation 
the basic recommendations made by the Commission in that letter. 

The bill would repeal existing statutory restrictions (and exemptions 
thereto) controlling the employment of aliens by the Federal Govern- 
ment in continental United States, and would establish controls which 
will more nearly meet the needs of the service. 

Section 1 prohibits the employment within the several States and 
the District of Columbia, by the Government or Government-owned 
corporations, of any noncitizen of the United States, or any person 
who does not owe permanent allegiance to the United States, except: 

(2) for temporary or indefinite employment of aliens when no 
qualified citizens are available; 
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(b) temporary employment ofvaliens for not more than 30 days 
as a result of emergencies; or 

(c) employment at nominal remuneration in positions at Gov- 
ernment hospitals when filled by patients as therapeutic treat- 
ment. 

As written, the bill covers all the States and the District of Colum- 
bia. Exceptions (a) and (6) are self-explanatory. It is contemplated 
that agencies would use the same means of establishing the absence of 
qualified citizen eligibles as they are now required to use, under current 
Civil Service Commission regulations, when appointing aliens to com- 
petitive positions. Exception (¢) is recommended by the Department 
of Health, Education, and Welfare to cover employment. in the hos- 
pital of Asiatic patients at the leprosarium at Carville, La., and will 
cover any sim ilar situations. 

Subsection 1(c) is a one-time saving provision to permit the contin- 
ued employment of those aliens in the service on the date of enactment 
who are not otherwise exempted from the citizenship requirement. 

Section 2 repeals section 202 of the General Government Matters 
Appropriations Act of 1959, and all agency exemptions thereto in the 
various appropriations acts, organic acts, etc. We are not comment- 
ing on the repeal of such exemptions, since the Commission has not 
sought the views of the affected agencies. We presume the committee 
will request their views. 

There are several other statutes in existence which relate to the 
employment of noncitizens and which, we understand, are not in- 
tended to be affected by the proposed bill. A number of laws, espe- 
cially organic acts, require that the incumbents of specified positions 
or groups of positions in the Federal service be citizens of the United 
States. Examples are: a member of the Federal Farm Credit Bureau 
(12 U.S.C. 639c); a member of the Board of Directors, Tennessee Val- 
ley Authority (16 U.S.C. 831a): and Foreign Service officers, staff 
officers, and employees of the Foreign Service (22 U.S.C. 910 and 939). 
It should be emphasized that this proposed bill would not permit the 
employment of noneitizens where such employment is otherwise pro- 
hibited by law. It would merely restrict employment of aliens in 
positions for which citizenship is not otherwise a requirement. 

We believe the provisions of the proposed bill represent a good gen- 
eral policy for the Federal Government. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

By direction of the Commission, 

Sincerely yours, 
Roger W. Jones, Chairman. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XTX of the Standing Rules 
of the Senate, changes in existing law made by the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italics, existing law in 
which rio change is proposed is shown in roman): 
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Section 2 or Act or Marcu 5, 1942 


Ssc. 2. (a) The Secretary is authorized to appoint such employees, 
[including citizens of other countries, as may be necessary for carry- 
ing out the provisions of this Act * * *. 





Section 1584 or Trrie 10, Untrep States Cope 


[§ 1584. Laws relating to employment of non-citizens: not applicable 
to research and development activities. 

[Laws prohibiting the employment of, or payment of compensa- 
tion or expenses to, a person who is not a citizen of the United States 
do not apply to any expert, scientist, technician, or professional person 
whose employment in connection with the research and development 
activities of a military department is determined to be necessary by 
the Secretary of that department.] 





Section 7473 or Titte 10, Unirep Srates Cope 


[§ 7473. Employment of aliens 


[Laws prohibiting payment of compensation to a person who is 
not a citizen of the United States do not apply to a person whose 
employment by the Department of the Navy is determined by the 
Secretary of the Navy to be necessary to obtain for the armed forces 
the benefits of the special technical or scientific knowledge or experi- 
ence possessed by that person and not readily obtainable from a 
citizen. ] 





Section 2 or Act or Frespruary 28, 1947 


Sec. 2. For purposes of this Act, and section 11 of the Act of May 
29, 1884 as added by the Act of September 21, 1944, insofar as said 
Act relates to diseases which in the opinion of the Secretary constitute 
an emergency and threaten the livestock industry of the country, 
funds appropriated pursuant thereto may also be used for the purchase 
or hire of passenger motor vehicles and aircraft, for printing and 
binding without regard to section 87 of the Act of January 12, 1895, 
or section 11 of the Act of March 1, 1919 (U.S.C., title 44, sec. 111), 
for personal services in the District of Columbia and elsewhere with- 
out regard to the limitations contained in section 607(g) of the 
Federal Employees Pay Act of 1945, as amended, [including the 
employment of civilian nationals of Mexico,] and for the construction 
and operation of research laboratories, quarantine stations and other 
buildings and facilities. 
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Section 5(b) or Act or Aucust 1, 1956 


Sec. 5. The Secretary of State is authorized to— 
« * * * * * * 


(b) pay the expenses of participation in activities in which the 
United States participates by authority of subsection (a) of this sec- 
tion, including, but not limited to the following: 

(1) Employment of aliens ;] 

(2)] (1) Travel expenses without regard to the Standardized Gov- 
ernment Travel Regulations and to the rates of per diem allowances 
in lieu of subsistence expenses under the Travel Expense Act of 1949, 
as amended (5 U.S.C. 835-842); 

[(3)] (2) Travel expenses of persons serving without compensation 
in an advisory capacity while away from their homes or regular places 
of business not in excess of those authorized for regular officers and 
employees traveling in connection with said international activities; 
and 

{(4)] (3) Rental of quarters by contract or otherwise. 





Section 207 or Act or Jury 1, 1944 
* 7 + * * * * 


[(h) Persons who are not citizens may be employed as consultants 
pursuant to subsection (e) and may be appointed to fellowships 
pursuant to subsection (f). Unless otherwise specifically provided, 
any prohibition in any other Act against the employment of aliens, 
or against the payment of compensation to them, shall not be appli- 
cable in the case of persons employed or appointed pursuant to such 
subsections. ] 


Ci)J (4) * * * 





Section 203(b) oF THE NATIONAL AERONAUTICS AND Space Act 
oF 1958 


(b) In the performance of its functions the Administration is 
authorized— 


* * * * * * * 


[(10) when determined by the Administrator to be necessary, and 
subject to such security investigations as he may determine to be 
appropriate, to employ aliens without regard to statutory provisions 
prohibiting payment of compensation to aliens;] 

[(11)} (10) * * * 

B412)8. (32): * *.4 

[(13)] (12) * * * 
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Seconp ParacrarH Unperk Heapine “Linrary or Conargss, 
ADMINISTRATIVE Provisions” iN Section 101 or Act oF Juty 31, 
1958 


[Not to exceed ten positions in the Library of Congress may be 
exempt from the provisions of appropriation Acts concerning the 
employment of aliens during the current fiscal year, but the Librarian 
shall not make any appointment to any such position until he has 
ascertained that he cannot secure for such appointments a person 
in any of the categories specified in such provisions who possesses 
the specia! ar ations for the particular position and also otherwise 
meets the general requirements for employment in the Library of 


Congress. ] 


PARAGRAPH UnperR Heapine “Foreran Craimms SaTrrneEMENT Com- 
MISSION, SALARIES AND ExprEensgs” IN Section 101 or Act op 
JUNE 25, 1958 


For expenses necessary to carry on the activities of the Foreign 
Claims Settlement Commission, including services as authorized by 
section 15 of the Act of August 2, 1946 (5 U.S.C. 55a), at rates not 
to exceed $50 per diem for individuals; expenses of attendance at 
meetings concerned with the purposes of this appropriation; not to 
exceed $11,000 for expenses of travel; advances or reimbursements to 
other Government agencies for use of their facilities and services in 
carrying out the functions of the Commission; and hire of motor 
valitine for field use only; [and employment of aliens;] $650,900, 
of which $85,000 shall be derived only from the war claims fund 
created by section 13(a) of the War Claims Act of 1948 (Public Law 
896, approved July 3, 1948) and not to be available for obligation 
after June 30, 1959. 


Section 202 or Act or JunE 25, 1958 


[Sec. 202. Unless otherwise specified and during the current fiscal 
year, no part of any appropriation contained in this or any other 
‘Act shall be used to pay the compensation of any officer or employee 
of the Government of the United States (including any agency the 
majority of the stock of which is owned by the Government of the 
United States) whose post of duty is in continental United States 
unless such person (1) is @ citizen of the United States, (2) is a 
person in the service of the United States on the date of enactment 
of this Act who, being eligible for citizenship, had filed a declaration 
of intention to become a citizen of the United States prior to such 
date, (3) is a person who owes allegiance to the United States, or (4) 
is an alien from the Baltic countries lawfully admitted to the United 
States for permanent residence: Provided, That for the purpose of 
this section, an affidavit signed by any such person shall be considered 
prima facie evidence that the requirements of this section with respeet 
to his status have been complied with: Prov ‘ided further, That any 
person making a false affidavit shall be guilty of a felony and, upon 
conviction, shall be fined not more than $4,000 or imprisoned for not 
more than one year, or both: Provided further, That the above penal 
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elause shall be in addition to, and not in substitution for, amy other 
provisions of existing law: Provided further, That any payment made 
to any officer or employee contrary to the provisions of this section 
shall be recoverable in action by the Federal Government. This 
section shall not apply to citizens of the Republic of the Philippines 
or to nationals of those countries allied with the United States in 
the current defense effort, or to temporary employment of translators, 
or to temporary employment in the field service (not to exceed sixty 
days) as a result of emergencies. ] 





Titty IV or Act or June 30, 1958 
TITLE IV—UNITED STATES INFORMATION AGENCY 
SALARIES AND EXPENSES 


For expenses necessary to enable the United Stetes Information 
Agency, as authorized by Reorganization Pian Numbered 8 of 1953, 
and the United States Information and Educations! Exchange Act, 
as amended (22 U.S.C. 1431 et seq. ), to carry out international infor- 
mation activities, including employment, without regard to the civil- 
service and classification laws, of (1) persons on a temporary basis 
(not to exceed $120,000), [(2) aliens within the United States,] and 
[(3)] (2) aliens abroad ‘for service in the United States relating to 
the translation or narration of colloquial speech in foreign languages 
(such aliens to be investigated for such employment in accordance 
with procedures established by the Secretary of State and the Attorney 
General) ; travel expenses of aliens employed abroad for service in the 
United States and their dependents to and from the United States 
salaries, expenses, 2nd allowances of personnel and dependents as 
authorized by the Foreign Service Act of 1946, as amended (22 U.S.C 
§01-1158); expenses of attendance at meetings concerned with se 
ities provided for under this appropriation (not to exceed $6,000 
entertainment within the United States not to exceed $500; hire of 
passenger motor vehicles; insurance on official motor vehicles in for- 
eign countries; purchase of space in publications abroad, without 
regard to the provisions of law set forth in 44 U.S.C. 322; services 
as authorized oy section 15 of the Act of August 2, 1946 (5 U.S.C, 
55a); payment of tort claims, in the manner authorized in the first 
paragraph of section 2672, ss amended, of title 28 of the United States 
Code when such claims arise in foreign countries; advance of funds 
notwithstanding section 3648 of the Revised Statutes, as amended; 
dues for library membership in organizations which issue publications 
to members only, or to members at a price lower than to others 
employment of : liens, by contract, for service avroad; purchase of ice 
and drinking water abroad; payment of excise taxes on negotiable 
instruments abroad; cost of transporting to and from a place of stor- 
age and the cost of storing the furniture and household and personal 
effects of an employee of the Foreign Service who is assigned to a 
post at which he is unable to use his furniture and effects, under such 
regulations as the Director may prescribe; actual expenses of prepar- 
ing and transporting to their former homes the remains of persons, 
not United States Government employees, who may die away from 
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their homes while participating in activities authorized under this 
appropriation; radio activities and acquisition and production of 
motion pictures and visual materials and purchase or rental of tech- 
nical equipment and facilities therefor, narration, script-writing, 
translation, and engineering services, by contract or otherwi ise; main- 
tenance, improvement, and repair of properties used for information 
activities in foreign countries; fuel and utilities for Government-owned 
or leased property abroad; rental or lease for periods not exceeding 
five years of offices, buildings, grounds, and living quarters for officers 
and employees engaged in informational activities abroad; travel 
expenses for employees attending official international conferences, 
without regard to the Standardized Government Travel Regulations 
and to the rates of per diem allowances in lieu of subsistence expenses 
under the Travel Expense Act of 1949, but at rates not in excess of 
comparable allowances approved for such conferences by the Secretary 
of State; and purchase of objects for presentation to foreign govern- 
ments, schools, or organizations; $98,500,000, of which not less than 
$9,000,000 shall be used to purchese foreign currencies or credits 
owed to or owned by the Treasury of the U nited States and of which 
sum not less than $300,000 shall be available by contracts with one 
or more private international broadcasting licensees for the purpose 
of developing and broadcasting under private auspices, but under the 
general supervision of the United States Information Agency radio 
programs to Latin America, Western Europe, Africa, as well as other 
areas of the free world, which programs shall be designed to cultivate 
friendship with the peoples of the countries in those areas, and to 
build improved international understanding: Provided, That not to 
exceed $90,000 may be used for representation abroad: Provided fur- 
ther, That this appropriation shall be available for expenses in con- 
nection with travel of personnel outside the continental United States, 
including travel of dependents and transportation of personal effects, 
household goods, or automobiles of such personnel, when any part of 
such travel or transportation begins in the current fiscal year pur- 
suant to travel orders issued in that year, notwithstanding the fact 
that such travel or transportation may not be completed during the 
current year: Provided further, That funds may be exchanged for 
payment of expenses in connection with the operation of information 
establishments abroad without regard to the provisions of section 
3651 of the Revised Statutes (31 U. S.C. 543): Provided further, That 
passenger motor vehicles used abroad exclusively for the purposes of 
this appropriation may be exchanged or sold, pursuant to section 
201(c) of the Act of June 30, 1949 (40 U.S.C. 481(c)), and the exchange 
allowances or proceeds of such sales shall be available for replacement 
of an equal number of such vehicles and the cost, including the 
exchange allowance of each such replacement, except buses and sta- 
tion wagons, shall not exceed $1,500: Provided further, That, notwith- 
standing the provisions of section 3679 of the Revised Statutes, as 
amended (31 U.S.C. 665), the United States Information Agency is 
authorized in making contracts for the use of international shortwave 
radio stations and facilities, to agree on behalf of the United States to 
indemnify the owners and operators of said radio stations and facilities 
from such funds as may be hereafter appropriated for the purpose 
against loss or damage on account of injury to persons or property 
arising from such use of said radio stations and facilities: Provided 
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further, That existing appointments and assignments to the Foreign 
Service Reserve for the purposes of foreign information and educa- 
tional activities which expire during the current fiscal year may be 
extended for a period of one year in addition to the period of appoint- 
ment or assignment otherwise authorized. 


ACQUISITION AND CoNsTRUCTION OF Rapio FaciLitiEes 


For an additional amount for the purchase, rent, construction, and 
improvement of facilities for radio transmission and reception, pur- 
chase and installation of necessary equipment for radio transmission 
and reception, without regard to the previsions of the Act of June 
30, 1932 (40 U.S.C. 278a), and acquisition of land and interests in 
land by purchase, lease, rental, or otherwise, $4,750,000, to remain 
available until expended: Provided, That this appropriation shall be 
available for acquisition of land outside the continental United States 
without regard to section 355 of the Revised Statutes (40 U.S.C. 255), 
and title to any land so acquired shall be approved by the Director 
of the United States Information Agency. 





Section 402 or Act or JuNE 13, 1958 


[Sec. 402. Provisions of law prohibiting or restricting the employ- 


ment of aliens shall not apply to employment under the appropriation 
for the Foreign Agricultural Service.] 





Section 602 or THe Act or AvaustT 22, 1958 


[Sec. 602. During the current fiscal year, provisions of law pro- 
hibiting the payment of compensation to, or employment of, any 
person not a citizen of the United States shall not apply to personnel 
of the Department of Defense.] 





Section 6 or Act or Jury 28, 1950 


Sec. 6. Appropriations now or hereafter provided for the Immigra- 
tion and Naturalization Service shall be available for payment of 
(a) hire of privately owned horses for use on official business, under 
contract with officers or employees of the Service; (b) [pay of in- 
terpreters and translators who are not citizens of the United States; 
(c)] distribution of citizenship textbooks to aliens without cost to 
such aliens; [(d) payment of allowances (at such rate as may be 
specified from time to time in the appropriation Act involved) to 
aliens, while held in custody under the immigration laws, for work 
performed; and (e)] and (c) when so specified in the appropriation 
concerned, expenses of unforeseen emergencies of a confidential 
character, to be expended under the direction of the Attorney Gen- 
eral, who shall make a certificate of the amount of any such expendi- 
ture as he may think it advisable not to specify, and every such 
certificate shall be deemed a sufficient voucher for the sum therein 
expressed to have been expended. 
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Section’ 801°(5) or Unrrep States INFORMATION AND EpucATIONAL 
ExcHANGe Act or 1948 


Sec. 801. In carrying out the purposes of this Act, the Secretary is 
authorized, in addition to and not in limitation of the authority other- 
wise vested in him— 

* * * * * * * 


(5) to employ, without regard to the civil-service and classification 
laws, when such employment is provided for by the appropriation 
Act, [(i)] persons on a temporary basis [,, and (ii) aliens within the 
United States, but such employment of aliens shall be limited to 
services related to the translation or narration of colloquial speech in 
foreign languages when suitably qualified United States citizens are 
not available}; and 

* * * * * x 7 





CuapTerR XI or Act or AvGust 27, 1958 
CHAPTER XI 
ATOMIC ENERGY COMMISSION 
OpEeRATING EXPENSES 


For necessary operating expenses of the Commission in carrying 
out the purposes of the Atomic Energy Act of 1954, as amended [, in- 
cluding the employment of aliens]; rental in or near the District of 
Columbia; services authorized by section 15 of the Act of August 2, 

$46 (5 U.S.C. 55a); purchase of equipment; purchase, maintenance, 
and operation of aircraft; publication and dissemination of atomic 
information; purchase, repair, and cleaning of uniforms; purchase 
of newspapers and periodicals (not to exceed $6,000); official enter- 
tainment expenses as to exceed $30,000); not to exceed $3,850,000 
for expenses of travel, including expenses of attendance at meetings 
of organizations concerned with the function or activity for which 
this appropriation is made; reimbursement of the General Services 
Administration for security guard services; not to exceed $46,800,000 
for personal services; purchase (not to exceed four hundred and 
thirty-five for replacement only, including one at not to exceed $3,500) 
and hire of passenger motor vehicles; $2,397 ,406,000, together with the 
unexpended balances, as of June 30, 1958, of prior year appropria- 
tions made available under this head to the Atomic EK nergy Commis- 
sion, and, in addition, any moneys (except sums received from disposal 
of property under the Atomic Energy Community Act of 1955 (42 
U.S.C. 2301)) received by the Commission, notwithstanding the pro- 
visions of section 3617 of the Revised Statutes (31 U.S.C. 484): 
Provided, That of such amounts $100,000 may be expended for objects 
of a confidential nature and in any such case the certificate of the 
Commission as to the amount of the expenditure and that it is deemed 
inadvisable to specify the nature thereof shall be deemed a sufficient 
voucher for the sum therein expressed to have been expended: Pro- 
vided further, That from this appropriation transfers of sums may 
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be made to other agencies of the Government for the performance of 
the work for which this appropriation is made, and in such cases the 
sums so transferred may be merged with the appropriation to which 
transferred: Provided further, That of the funds appropriated herein, 
$2,000,000 shall be transferred to and merged with funds appropri- 
ated to the National Science Foundation: Provided further, That 
$3,000,000 of the funds appropriated in this paragraph shall be avail- 
able only upon the enactment of S. 4273 or H.R. 13749 for research 
and development costs in connection with agreements for cooperation 
with the European Atomic Energy Community: Provided further, 
That no part of this appropriation shall be used in connection with 
the payment of a fixed fee to any contractor or firm of contractors 
engaged under a cost-plus-a-fixed-fee contract or contracts at any 
installation of the Commission, where that fee for community manage- 
ment is at a rate in excess of $90,000 per annum, or for the operation 
of a transportation system where that fee is at a rate in excess of 
$45,000 per annum. 
» * * + * * x 
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EXTENDING THE SPECIAL ENLISTMENT PROGRAMS 
PROVIDED BY SECTION 262 OF THE ARMED FORCES 
RESERVE ACT OF 1952, AS AMENDED 


JuNE 29, 1959.—Ordered to be printed 


Mr. Russe tt, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H.R. 3368] 


The Committee on Armed Services, to whom was referred the bill 
(H.R. 3368) to extend the special enlistment programs provided by 
section 262 of the Armed Forces Reserve Act of 1952, as amended, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill would extend for 4 years the Reserve enlistment program 
provided by section 262 of the Armed Forces Reserve Act of 1952, 
asamended. This authority, which would otherwise expire on August 
1, 1959, is the basis of the 6-month training program for persons under 
the age of 18%, and of the Reserve enlistment of persons possessing 
technical skills. 

EXPLANATION 
Legislative history 

The Reserve Forces Act of 1955 added to the Armed Forces Reserve 
Act of 1952 a section authorizing an 8-year enlistment in the Reserves 
of persons who have not reached the age of 18%. Persons enlisted 
under this program are required to perform an initial period of active 
duty for training of not less than 3 months or more than 6 months (in 
practice it is 6 months) and to participate satisfactorily in the Reserve 
after such active duty for training for the remainder of their enlistment 
unless excused under regulations by the Secretary of Defense. 

This section also authorizes the Reserve enlistment of persons who 
have critical skills and are engaged in civilian occupations in any 
critical defense-supporting industry, or in any research activity affect- 


84006 











2 EXTEND. SPECIAL ENLISTMENT PROGRAMS 


ing national defense. Pérsons having these critical skills may be en- 
listedidespite having reached the age of 18% and they may be relieved 
of any obligation to participate actively in the Reserve program. 

These special enlistment programs provide exemption from induce- 
tion for those persons who enlist and discharge the obligations pre- 
scribed for them. 

The provisions of the Reserve Forces Act of 1955 that authorized 
these Reserve enlistment programs were a part of a comprehensive 
program intended to enlarge the size of the Reserve forces and to 
improve the readiness and training of these forces. Senate Report 
No. 840, 84th Congress, on the bill that became the Reserve Forces Act 
of 1955, refers to “a traditional Senate goal—the providing of a flow 
of trained non-prior-service men into the Reserve units so that such 
trained men, along with a nucleus of trained prior-service men serving 
on a voluntary basis, will carry the burden of the Active Reserve, 
leaving to the other prior-service men only their basic obligation of 
liability for mobilization assignment and recall in time of war or 
national emergency.” 

Expansion of 6-month training program 

In addition to the 6-month training program that is being oper- 
ated under the authority of section 262 of the Armed Forces Reserve 
Act of 1952, 6 months of active duty for training is also being given 
to persons under two other programs. 

When section 262 originally was enacted, this authority was needed 
to provide draft exemption for those persons who enlisted in it and 
continued to participate satisfactorily. At that time there was no 
general authority for deferment or exemption from induction merely 
because of membership in a Reserve component. Since section 262 
was enacted, selective service regulations have in effect opened the 
6-month training program to persons over the age of 18%. These 
regulations, which were promulgated under Executive Order 10809, 
provide deferment for any registrant who is serving satisfac -torily 
as a member of a Reserve component of the Armed Forces and they 
protect such e& person from induction after completion of 6 years of 
satisfactory service as a member of the Ready Reserve. These regu- 
lations in combination with the authority to enlist persons into the 
Reserve components that is contained in sections 510 and 511 of title 
10, United States Code, made possible the successful operation of a 
6- month training program for persons over the age of 1844. 

Section 6(c)(2)(A) of the Universal Military Training and Service 
Act aut ests enlistment by persons under the age of 18% in organized 
units of the National Guard. Persons who enlist under this authority 
are deferred from induction so long as they continue to participate 
satisfactorily and after reaching the age of 28 they may not be in- 
ducted even though they should discontinue Active Reserve par- 
ticipation. Persons enlisted under this authority who have completed 
8 years of satisfactory service as a member of a National Guard unit 
and who have performed active duty for training of not less than 3 
months during such period are exempt from induction. In practice, 
the performance of an initial period of active duty for training of 6 
months is prescribed as a condition of enlistment in this program. 
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Experience under existing programs 


The tabulation printed below shows the number of persons who 
have performed 6 months of active duty for training under the pro- 
grams now in effect. 


Total enlistments in various 6 months’ training programs as of Dec. 31, 1958 


























| see, 262(a), |See.. 262(b),) Sec. 511 of 
NGUS Reserve Reserve title 10, 
Program authority 6(c)(2)(A) | Forces Act, | Forces Act, U,S.C,, Total 
UMTS 1955 11955 critical; age 1842 
skills | 

DIN du unaghnncharasadmecuedesecnaeaean 51, 971 73, 780 | 4,035 103, 878 | 233, 664 
SEY .ntdinatenet linn ete nbdbmnae ee ee esccute® «| 908. etdd cass 756 
Ore. inmcuncuenmete itil tinal | 1, 070 2, 057 | 1,095 | 5, 144 9, 366 
| SONS Eee ESR R EET S. enti pecawcbtddad | 18, 587 | 118 6, 725 25, 430 
BGG SIUGID, . ...citndinsecbiinssntoaitibadiakeniinae cama 4, 451 164 2 252 | 6, 867 
MOUS Mbt wenidiidinitedaimasbliedie | 53. 3, 041 | 98, 875 | 6, 168 | 117, 999 | 276, 083 


1 Includes Army National Guard and USAR enlisted members whe have volunteered for 6 months’ active 
duty for training. 


The Department of the Army has been the principal beneficiary 
of the training programs of the type that this bill would extend. The 
tabulation printed below shows the increase in the Reserve enlisted 
strength of the Army. 


Enlisted strength growth, Department of the Army 


fame 30, 19004... o6<dnntnc<cntbccnctnncaeregné~«nndst see se ase 87, 265 
NE Dera Cd So Oo. GA obvck Stee ees dn ime cue a oo ns vais eo oe mee ine 98, 247 
Pues SO; VERO s wists obaasdinal. coi JE VIP ene 157, 467 


mor 


Spe BO, 106 Tice sce cca déd Mal c SRS EA be 2 ee jae 212, 735 
June 40, 1958 al ete gt att aes 234, 470 
OO Ts a ae ane ate . 241, 034 


Avy officials have indicated that the Re ‘serve components of the 
Army have attained the highest degree of mobilization readiness, de- 
ployment availability, and combat potential in history. 

Length of obligation and active Reserve participation 

Persons under the age of 18% who enlist in the 6-month training 

rogram under the authority of section 262 of the Armed Forces 

Tonos Act of 1952 incur a total obligation of 8 years. Six months 
of this period is spent in active duty for training. Of the remaining 
7}; years, Defense regulations now prescribe that such persons shall 
participate actively in the Ready Reserve for 3 years and perform 
the remaining 4}; years of obligation in the Standby Reserve. 

Persons over the age of 1813 who enlist in the 6-month training pro- 
gram under the authority of sections 510 and 511 of title 10, United 
States Code, incur a total obligation of 6 years. The first 6 months 
of this period are spent in active duty for training. Of the remaining 
5% years, Defense regulations now prescribe that all of this period 
must be spent in active participation in the Ready Reserve. 

Thus a person who enlists before he is liable for induction has an 
overall obligation that is 2 years longer than that of a person who does 
not enlist until he is liable for induction, although the latter person 
must partic ipate actively for a longer period— 5% years, as compared 
with 3 years. The Department of Defense has advised the committee 
it is giving careful consideration te the premise that the 8-year service 
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obligation should apply to all 6-month programs, in the interest of 
balancing the equities of these programs when they are compared with 
the 6-year obligation for persons who serve two or more years on active 
duty. It is anticipated that the Department will submit further 
legislation on this subject when the study has been completed. 


COST 


The following tabulation is an estimate of the number of persons by 
component who will be trained under the 6-month program in fiscal 
year 1960: 


suaeiar Vemma CONN 5 Ui ed ee ee ae 28, 000 
Pa Ns ite Sires ete, Se as Sc“ i soar rs aS esate ee 8 17, 000 
I gee ee ee 312 
Marine Corps Reserve_____.-.------ Se ee ee ee 8, 000 
Air National Guard (includes special 11-week program) -....-.-------- 8, 500 
reamed Waseree S05. Teas eee ooo ec ence ees 3, 900 

EN OE Ty Fe La ee ee ora ae eee ee 65, 712 


The direct cost of training the number of persons shown in the 
preceding tabulation is approximately $63 million. 


DEPARTMENTAL RECOMMENDATION 


Printed below is a letter dated January 9, 1959, requesting enact- 
ment of this proposal and indicating that it is in accord with the 
program of the President. 

Tue SecreTARY OF DEFENSE, 
Washington, January 9, 1959. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of legis- 
lation to extend the special enlistment programs provided by section 
262 of the Armed Forces Reserve Act of 1952, as amended. 

This proposal is part of the Department of Defense legislative 
program for 1959 and the Bureau of the Budget has advised that 
enactment of this proposal is in accord with the program of the Presi- 
dent. The Department of the Army has been designated as the 
representative of the Department of Defense for this legislation. It 
is recommended that this proposal be enacted by the Congress. 


Purpose of the legislation 


The purpose of the proposed legislation is to extend until August 1, 
1963, the special Reserve component enlistment programs provided by 
section 262, Armed Forces Reserve Act of 1952, as added bysection 
2(i), Reserve Forces Act of 1955 (69 Stat. 600). Extension of such 
authority is considered essential to the maintenance of the strengths, 
mobilization readiness and combat potential of the Reserve com- 
ponents. 

In 1955, the Congress, in response to a Presidential request, amended 
the Armed Forces Reserve Act of 1952 to provide the President with 
the authority to establish Reserve component enlistment programs for 
young men, between the ages of 17 and 18% and for persons who have 
critical skills and are engaged in civilian occupations in any critical 
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defense supporting industry or in any research activity affecting 
national defense. This authority expires on August 1, 1959. 

The quantitative and qualitative achievements experienced by the 
Reserve components under these special enlistment programs are indic- 
ative of the significant progress made in the last 3 years. Since 
implementation of August 9, 1955, nearly 100,000 physically fit and 
qualified young men have taken advantage of the opportunity offered 
by these programs to fulfill their military obligation to the country. 
Qualitatively the influx of these basically trained young men has 
contributed significantly to the present degrees of readiness, training, 
stability and efficiency of the Reserve components. It is considered 
noteworthy that, for the first time in the history of the Army’s Organ- 
ized Reserves, selected units have begun basic unit training. This 
will reduce post mobilization training requirements of these units b 
17 weeks. Extension of these programs is considered essential both 


to the maintenance of the strength and the mobilization readiness of 
the Reserve components. 


Cost and budget data 


Enactment of this proposal will cause no increase in budgetary 
requirements within the Department of Defense. 
Sincerely yours, 


Net McE troy. 
CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law proposed to be made by 
the bill are shown as follows (existing law to be omitted is enclosed in 
black brackets, new matter is printed in italics, and existing law in 
which no change is proposed is shown in roman): 


Section 262 or THe ARMED Forces Reserve Act oF 1952, as 
AMENDED 


Sec. 262. (a) Until [August 1, 1959,] August 1, 1963, whenever the 
President determines that the enlisted strength of the Ready Reserve 
of the Army Reserve, Naval Reserve, Marine Corps Reserve, Air 
Force Reserve, or Coast Guard Reserve cannot be maintained at the 
level which he determines to be necessary in the interest of national 
defense, he may authorize the acceptance of enlistments in units of 
such Ready Reserve pursuant to the provisions of this section under 
regulations prescribed by the Secretary of Defense. Enlistments 
under this section may be accepted only within quotas (which quotas 
shall not exceed a total of 250,000 persons annually) prescribed by the 
appropriate Secretary with the approval of the Secretary of Defense. 
No enlistment shall be accepted under this section in the Ready Re- 
serve of any reserve component if such enlistment would cause the 
strength of such Ready Reserve to exceed the authorized strength of 
such Ready Reserve. 

(b) Enlistments under this section may be accepted from persons 
who— 

(1) are physically and mentally qualified for service in the 
Armed Forces; 
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(2) have not been ordered to report for induction into the 
Armed Forces under the Universal Military Training and Service 
Act; and 

(3) have not attained the age of 18 years and 6 months. 

In addition, the President, under such rules and regulations as he may 
prescribe, may authorize the enlistment under this section, without re- 
gard to the provisions of paragraphs (2) and (3), of persons who fulfill 
the requirements of paragraph (1) and who have critical skills and are 
engaged in civilian occupations in any critical defense-supporting in- 
dustry or in any research activity affecting national defense. 

(ec) Each enlistment under this section shall be for a period of eight 
years. Each person so enlisted shall be required during such enlist- 
ment (1) to perform an initial period of active duty for training of not 
less than three months or more than six months, and (2) thereafter to 
perform satisfactorily all training duty prescribed by section 208(f) of 
this Act, except that (A) performance of such initial period of active 
duty for training by any person enlisted under this section while satis- 
factorily pursuing a course of instruction in a high school shall ne de- 
ferred until such person ceases to pursue such course satisfactorily, 
graduates from such course, or attains the age of twenty years, whic h- 
ever first occurs, and (B) persons specially enlisted because of their 
possession of critical skills may »e relieved of any obligation to per- 
form the training duty prescribed by section 208(f). Each such per- 
son shall be deferred from training and service under the Universal 
Military Training and Service Act, as amended, so long as he con- 
tinues to serve satisfactorily, as determined under regulations pre- 
scribed by the appropriate Secretary, and upon the completion of 
eight years of such satisfactory service pursuant to such enlistment 
shall be exempt from further liability for induction for training and 
service under such Act, except after a declaration of war or national 
emergency made by the Congress after the date of enactment of this 
subsection. 

(d) [Deleted by Public Law 490, 84th Cong.] 

(e) The National Security Training Commission shall advise the 
President and the Secretary of Defense, and shall report annually 
to the Congress, with respect to the welfare of persons performing 
periods of active duty for training under clause (1) of subsection (c) 
of this section, but shall have no authority with respect to the mili- 
tary training of such persons during such periods. Within sixty 
days after the date of enactment of the Reserve Forces Act of 1955, 
the National Security Training Commission shall submit to the Secre- 
tary of Defense a program containing recommendations for the per- 
sonal safety, health, welfare, and morals of the members of the Ready 
Reserve while performing such active duty for training, including 
regulations concerning the dispensing of alcoholic beverages on train- 
ing establishments, in conformity with the laws of the several States 

(f) Any person ‘who completes satisfactorily the period of ac tive 
duty for training required of him by clause (1) of subsection (c) of 
this section during any enlistment pursuant to. this section shall be 
entitled, upon application for reemployment within sixty days after 
(A) his release from such required period of active duty for training 
after satisfactory completion thereof, or (B) his discharge from hos- 
pitalization incident to such duty continuing after such release for 
a period of not more than six months, to all reemployment rights and 
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benefits provided by section 9 of the Universal Military Training and 
Service Act for ineiviaieas inducted under the provisions of such 
Act, except that (1) any vy person so restore dtoa position in accordance 
with the peerisionn of this section shall not be discharged from such 
position without cause within six months after such restoration, and 
2) no reemployment rights granted by this subsection shall entitle 
any person to retention, preference, or displacement rights over a 
veteran with a superior claim under the Veterans Preference Act of 


1944, as amended, 
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June 29, 1959.—Ordered to be printed 


Mr. Church, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
with MINORITY VIEWS 
[To accompany S. 281] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 281) to authorize the Secretary of the Interior to 
construct, operate, and maintain a reregulating reservoir and other 
works at the Burns Creek site in the upper Snake River Valley, 
Idaho, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 


AMENDMENTS 


Page 2, lines 3 and 4, str‘ke the words “preservation and propaga- 
tion” and insert in lieu thereof the words “conservation and develop- 
ment”’. 

Page 2, at end of line 15, add the following: 


Installation of power generating facilities shall be sched- 
uled by the Secretary on the basis of providing for the addi- 
tional power requirements of those entitled to preference in 
the purchase thereof under the Federal reclamation laws. 


Page 3, at end of line 13, change the period to a colon and add the 
following: 
Provided, That all lands within the exterior boundaries of a 
national forest acquired for project purposes which are not 
determined by the Secretary of the Interior to be needed for 
actual use in connection with the project works shall become 
national forest lands: Provided further, That the Secretary of 
the Interior shall make his determination hereunder within 
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five years afteérapproval of this Act or, in the case of indi- 
vidual tracts of land, within five years after their acquisition 
by the United States: And provide d further, That the author- 

ity contained in this subsection shall not be exercised by the 
Secretary of the Interior with resnect to national forest 
lands without the concurrence of the Secretary of Agriculture. 


Page 4, line 10, strike the words “‘the works of” and insert in lieu 
thereof the words ‘“‘connection with” 

Page 4, lines 11 and 12, strike the words “Act of August 14, 1946 
(GO Stat. 1080, 16 U.S.C. 662)” and insert in lieu thereof the words 
“Fish and Wildlife Coordination Act (48 Stat. 401, as amended; 16 
U.S.C., secs. 661, 662 

Page 4, line 13, strike the words “preservation and propagation” 
and insert in lieu thereof the words ‘‘conservation and development” 


Purpose oF AMENDMENTS 


The first amendment, which was recommended by the Department 
of the Interior, is cl: larifying. 

The second amendment would require the Secretary of the Interior 
to schedule the installation of generators based upon the anticipated 
load growth of preference customers. This amendment in the com- 
mittee’s opinion precludes the possibility of competition between the 
Bureau of Reclamation, which markets federally generated power at 
wholesale, and the private utility companies operating in southern 
Idaho which sell power to customers not entitled to preference under 
the Federal reclamation laws. The committee feels that the preference 
customers of the Bureau of Reclamation, municipalities and Rural 
Electrification and other cooperatives, are entitled to look to federally 
generated power when made available for energy to meet their load 
growth, but that the Bureau should not schedule power deliveries 
which will adversely affect the established service pattern of the 
private utility companies. The committee feels that this amendment 
assures that scheduled construction of thermal generating (coal- 
consuming) powerplants in Wyoming will not be subjected to delay 
or cancellation by reason of the construction of Burns Creek and the 
installation of its power-generating facilities. A full explanation of 
this amendment is included in this report. 

The third amendment was recommended by the Department of 
Agriculture, and is a normal provision with respect to the relations of 
the Departments of the Interior and of Agriculture with respect to 
national forests lands. 

The three amendments on page 4 of the bill were recommended by 
the Department of the Interior. Each is included, with the under- 
standing that the language applies only to S. 281, and shall not neces- 
sarily be considered a precedent for language in subsequent legislation. 


Description oF Burns Creek Dam, RESERVOIR, AND POWERPLANT, 
PatisaDEs Project, IpAHo 


_ The Burns Creek development would be located on the Snake River 
in Bonneville County, Idaho, about 30 miles downstream from the 
Palisades Dam of the Bureau of Reclamation. It would be integrated 
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electrically, hydraulically, and financially with the existing Palisades 
roject. 

Z The prime purpose is reregulation of releases from the Palisades 
Reservoir to prevent undesirable fluctuations in river stages and thus 
would result in more efficient use of the Palisades project.. Atsite 
power production, holdover storage for irrigation, recreation, and the 
preservation and propagation of fish and wildlife are other purposes 
of the Burns Creek development. 

The proposed plan is to construct a 176-foot-high rolled earth-filled 
dam to form a 234,000 acre-foot reservoir. In addition to use of 
reservoir capacity to reregulate Palisades releases and maintian power 
head for the proposed 90,000-kilowatt powerplant, 100,000 acre-feet 
of capacity will be available for long-term holdover irrigation storage 
purposes. Under agreement entered into when contracts for repay- 
ment of irrigation costs of the Palisades project were negotiated, 
additional storage on the upper Snake River for irrigation purposes 
such as that provided in Burns Creek will be accorded equal priority 
rights to that contained in Palisades Reservoir. 

The most effective use of both the Palisades and Burns Creek 
developments would be obtained through their combined operation. 
Without downstream regulation, for instance, the operation of Pali- 
sades powerplant would be limited by restrictions on streamflow 
fluctuations below Palisades Dam. The integrated or combined 
operation would permit the prime power output from the Palisades 
powerplant alone to be more than doubled. 

The estimated construction cost based on January 1959 prices is 
$45,430,000. Except for $49,000, which is the estimated cost of 
minimum basic recreation facilities and is considered nonreimbursable, 
the entire cost of the Burns Creek development is allocated to power 
and irrigation. These allocations are, respectively, $44,532,000 and 
$849,000. 

Provision for fish and wildlife is another purpose of the develop- 
ment. Studies will be continued in respect to this function in ac- 
cordance with recommendations of the Federal Fish and Wildlife 
Service. Costs that might be incurred as a result of such studies 
would be considered as nonreimbursable. 

Based on the cost allocation, on integrated operation and pooling 
of power revenues, and on installation of generators to meet loads of 
preference customers, the Burns Creek and Palisades commercial 
power allocations, including interest during construction, would be 
repaid with 3 percent interest in the 52d year of the Palisades repay- 
ment period, which is the 44th year after the first Burns Creek genera- 
tor goes on the line. 

The 100,000 acre-feet of irrigation storage would be utilized princi- 
pally as long-term holdover storage. It would, in effect, provide 
insurance water to be used only during periods of extreme drought as 
occurred during the early 1930’s. It would be contracted for and used 
on the same lands (650,000 irrigated acres along the Snake River 
extending in a strip upstream from Bliss, Idaho) as would the Pali- 
sades irrigation water and, as previously mentioned, would have a 
storage right of equal priority with that held for the Palisades 
Reservoir. 

As a result of these similarities, it was concluded that Burns Creek 
water would be sold under the same terms as would Palisades water. 


59003°—59_ ‘S. Rept., 86-1, vol. 3 83 
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Existing contracts for Palisades water will probably require a total 
charge of $7.75 an acre-foot of irrigation storage space based on 
current cost estimates. On this basis, the total repayment by the 
water users for the use of 100,000 acre-feet of Burns Creek storage 
would be $775,000, and this amount would be collected over a 40- 
year period. This is equivalent to an annual charge of about $5.50 
per acre-foot of water actually used. The remainder ($74,000) of 
the $849,000 reimbursable cost allocated to irrigation would be 
repaid after payout of power features from net surplus power revenues. 
Applications have been made by the irrigators for a much greater 
quantity of storage space than would be made available by Burns 
Creek Reservoir. 

Total payout of the combined Palisades-Burns Creek development 
would be completed in the 50th year of the full operation of the 
Burns Creek powerplant or the 62d year of full operation of the 
Palisades powerplant. This would include all aid to irrigation to be 
obtained from the surplus power revenues of both developments. 
In addition, an earned surplus of about $1,998,000 would have ac- 
cumulated during the 50-year period after the last Burns Creek gen- 
erators are put on the line. 

Burns Creek has been planned in close cooperation with the local 
interests. This development would so greatly expand the operating 
base of the Palisades project that all segments of the upper Snake 
River Basin would benefit. Representatives of all irrigation canal 
companies, municipalities including Rupert and Idaho Falls, and 
other urban interests have strongly endorsed the project. They 
have in various ways expressed their approval as they recognize 
that the proposed plan would be another step in the comprehensive 
development of the available water resources for the benefit of all. 

At the time of preparation of the regional director’s report, which 
was based on January 1956 prices, the benefit-cost ratios for the 
Burns Creek development were estimated at 1.48 to 1.0 and 1.26 to 
1.0, respectively, for 100- and 50-vear periods of analysis. Since 
power benefits are measured by the alternate cost of producing 
comparable power and energy, benefits will vary directly with costs. 
Inasmuch as there has been a small increase in the cost of Burns 
Creek since 1956, it is reasonable to assume that the penefits will 
increase also by about the same percentage and that the benefit-cost 
ratios will not change to any appreciable extent. 


Reservoir in upper Snake River Valley, Idaho—Financial integration 
COST ALLOCATIONS 














Palisades Burns Creek | Combined 

i i il a cel $18, 868, 000 $849, 000 $19, 717, 000 
Commercial electric plant ..............-......-.--....----.--- 11, 821, 240 44, 532, 000 56, 353, 240 
Eapigation clectala Plait 2a 60s ini cacdodnssscetwodapocoe deeb 8, 214, 760 0 8, 214, 760 
ca cae eel aes 22, 456, 000 0 22, 456, 000 
Fish and wildlife, recreation ...........................--...-- 640, 000 49, 000 689, 000 

Total... -- eee eeeeeeeceeeneceeeeeee------| 62,000,000 | 45, 430, 000 107, 430, 000 

COST PER KILOWATT INSTALLED 

Commercial electric plant cost.................-..-.....-..... $104 $495 $276 
EO Ease eileen eabieiemenaiel 544 505 527 
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Reservoir in upper Snake River Valley, Idaho—Financial integration—Continued 








REVENUE 
Palisades- 
Palisades | Burns Creek 
combined 
Gees COVED PEP FOR? .....cccccncasencsdebiamian eatin adam $1, 970, 000 $3, 667, 000 


OO elee_eEe=~&==—=€=m=#yqqq&&&>{=Ee=E>=E"EE="])—E—EES>—eE=—S>E=EH______an™B[=aaaaana=S==SSS 





Years 


After comple-|After comple- 
tion of tion of 
alisades |Burns Creek ! 





Palisades-Burns Creek combined payout: 
COREr Clas GlSCGrIS TENG... <2 eoccosnnscasubsasnccnsanasdeaebie 
Total cost, including irrigation subsidy 


40 
50 


BB 





1 After last 2 Burns Creek generators are installed. The years would be, respectively, 44 and 54 after the 
first generator is installed. 


Nore.—98 percent of costs to be repaid, 


Complete payout of commercial electric plant costs will be achieved 
in 52 years after the last Palisades unit goes on the line and all reim- 
bursable costs, including irrigation subsidy, will be returned in the 
62d year. All of the $45,430,000 of Burns Creek cost except the 
$49,000 allocated to fish, wildlife, and recreation will be returned to 
the Treasury. Of this amount $44,532,000, or 98 percent, will be 
repaid with interest. Water users will pay $775,000 of the $849,000 
allocated to irrigation and power revenues will pick up the balance of 
$74,000. 

BACKGROUND OF LEGISLATION 


The Burns Creek Dam, powerplant, and reservoir are proposed as 
supplemental works of the Palisades project in Idaho, under section 
9(a) of the Reclamation Project Act of 1939. As such, the report to 
the Commissioner of Reclamation from his regional director, adopted 
as a part of the report of the Secretary of the Interior to the Congress, 
calls for a project integrated hydraulically, electrically, and financially 
with the Palisades project, now fully operating. 

The report to the Commissioner of Reclamation referred to was 
dibmitted in March 1956. The Secretary of the Interior transmitted 
his report to Congress in 1957, and two bills to authorize the project, 
S. 145 and S. 2089, were referred to the Senate Interior and Insular 
Affairs Committee in the 85th Congress. The Irrigation and Recla- 
mation Subcommittee held hearings on these bills on May 22, 1957, 
and this committee reported favorably on S. 2757, a fresh bill, on Au- 
gust 13, 1957. The bill passed the Senate on August 20, 1957, with- 
out objection. 

The hearings on S. 281 by the Irrigation and Reclamation Subcom- 
mittee, held on March 16 and May 11, 1959, incorporated the 1957 
hearings by reference, and the chairman in making reference to these 
earlier hearings asked the witnesses to confine the presentations to 
new material. 
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FavoraBLte Reports From DserpARTMENT AND BUREAU OF THE 
BupDGET 


The committee’s action is taken on the basis of the information 
developed at the hearings on S. 145 and S. 2089 in 1957, and on S, 281 
in 1959, and on the favorable reports of the Department of the Interior 
submitted without objection from the Bureau of the Budget as well as 
other supporting data. 


CONCLUSIONS OF THE COMMITTEE 


On the basis of all considerations, the committee concludes that— 

(1) The Burns Creek Dam, powerplant, and reservoir, Palisades 
project, Idaho, is a sound and economically feasible expansion of the 
Palisades project previously authorized, constructed, and in opera- 
tion. 

(2) A single-purpose regulatory reservoir would not fully develop 
the site and would not be in accord with comprehensive multiple- 
purpose water resources and reclamation development. 

(3) The holdover irrigation storage provided in the plans for the 
project represent a critically important reclamation benefit. 

(4) The Burns Creek project would not infringe on the established 
load pattern and dottiial gbénth thereof of the Utah Power & Light 
Co. 

(5) Irrigation pumping served by preference customers of the Bu- 
reau of Reclamation develops lands at economic rates, which lands 
could not be developed by pumping relying on thermally generated 
ower. 

(6) Growth in demand for electric energy in southern Idaho will 
fully utilize both projected additional power from Burns Creek and 
projected additional power from coal- and oil-fired steamplants. 

(7) The Burns Creek development is approved virtually unani- 
mously by water users in the area served by Palisades. 


CONTENTIONS OF THE ADVERSE WITNESSES 
UTAH POWER & LIGHT CO. 


The Utah Power & Light Co. gave testimony in opposition to 
Burns Creek in the 1957 hearings. This position was renewed in the 
1959 hearings. 


CONFLICTING CONTENTIONS ANALYZED 


The committee has had analyzed the various contentions of the 
Utah Power & Light Co., together with the opposing contentions, as 
presented by the Bureau of Reclamation. + hese are presented in 
tabular form as follows: 
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Burns Creex Dam, Reservorr, AND PowerPLANT, Patisapes Prosect, IpAno 


Summary analysis from 1959 hearings 





Issue Utah Power & Light position 





Need for Burns Creek | Development is not oa or 
development because (1) river regulation is 
necessary; (2) power which would 
be generated is not needed in area. 

If something must be built, it should 
be no more than an approximate 
ee acre-foot reregulatory reser- 
voir. 


Justification of project... There is no sound justification for this 
$50,000,000 eresess. 
An interest rate of 3 percent and a 


period of 50 years —°* be utilized 


in benefit-cost caleul: 

Firm power is only ly 1.00 pla us kilo- 
watts; thus owatt 
amount used in reaeat calculations 
is incorrect. 

The benefit-cost 


ratio calculated on 
above basis would be only 1 ‘06 to 1.0, 0. 
Irrigation benefits are very minor and 
98 percent of the project costs is 
allocated to power 





Bureau of Reclamation position 





The development is needed and would 
be a desirable addition to the existing 
Palisades project. The reregulation 
yous mit greater peaking capac- 

e Palisades powerplant, and 
silt tnaintain smooth flowsoftheriver, 
which would be advantageous as far 
as fish and wildlife and as far as irri- 

ation diversions are concerned. 
urns Creek Reservoir would pro- 
vide space for 100,000 acre-feet of long- 
term irrigation saeeee, The need for 
this storage was verified by Mr. Lynn 
Crandall in his testimony to the ef- 
fect that he had applications for 
ter amount of space than would 
Coad available. On June 6, 1959, 
the Committee of Nine representing 
all irrigation districts on upper Snake 
River reaffirmed support for Burns 
Creek by passing resolution. As far 
as power is concerned, our studies 
show that the future needs of prefer- 
ence customers alone could absorb the 
Burns Creek output. Also, Federal! 
Power Commission pointed out the 
desirability of a Palisades reregula- 
tory reservoir at the time that agency 
reviewed the Palisades project plan- 
ning report back in 1950. Burns 
Creek Reservoir would also have im- 
portant recreational aspects. 

A single-purpose reregulatory reservoir 
would not fully develop the site and 
thus would not be in accord with the 
policy of comprehensive multiple- 
purpose water resource development, 

Our total cost estimate based on Jan- 
uary 1959 prices and including inter- 
est during construction is approxi- 
mately $48,543,000. In accordance 
with custom a 2}4-percent interest 
rate and a period of 100 years were 
used in calculating the benefit cost 
ratio. On this basis the ratio would 
be about as shown in the planning 
report, 1.4to0 1.0. The interest rate is 
set by the Bureau of the Budget. 
Based upon 3 percent and 50 years, as 
suggested by Utah Power & Light, a 
recent calculation shows the benefit- 
cost ratio to be 1.14 to l. If a 2% 
percent interest rate and 50-year 

iod were used, the ratio would be 

.% to 1. These ratios clearly dem- 

onstrate that the proposed develop- 
ment is economically justified. 

The use of 60,000 kilowatts in the 
calculation of power benefits is cor 
rect. The report is wrong in that it 
tags the name “firm capcity” to 
these kilowatts. Actually the 60,000 
kilowatts should have been called 
annual dependable capacity. 

It is agreed that 98 percent of project is 
allocated to power. However, irri 
gation storage is important to the 
water users, and. again, refer to 
testimony of Mr. Lynn Crandall 
who indicated the strong desire on 
= of the irrigators to secure this 
ong-term storage. 
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Summary analysis from 1959 hearings—Continued 





Issue 


Utah Power & Light position 





Supplanting power of | If Burns Creek is constructed, the 


tah Power & Light. 


power and energy would displace 
wer and iat might be sold 

y Utah Power & Light Co. If 
Barns Creek is constructed, output 
of the proposed Kemmerer, Wyo., 
rare would have to be 


Bureau of Reclamation position 





Burns Creek would result in very little 


if any infringement on Utah Power 
& Light’s future load. Studies show 
that the growth of existing pref- 
erence customer loads will be more 
than ample to obsorb Burns Creek 
output. Also, much of Burns Creek 
en would be sold outside of 
the Utah Power & Light territory. 
An important point is that of 
447,000,000 kilowatt-hour increase in 
energy, as the result of adding Burns 
Creek, a good percentage would be 
for irrigation pumping. This would 
be available to irrigators with higher 
pump lifts who could not afford to 


i with steam-generated energy 
ecause of its high cost. 


Coal problem in Wyo- | While the construction of Burns Creek} There is a serious question as to just 
ming. 


would not defer construction of the 
Kemmerer, Wyo., steam plant, it 
would require the o tion of the 
steam plant as a uced level ini- 
tially. Less coal would be required. 
Thus, Burns Creek would be detri- 


mental to the economy in W yoming. 


The combined Palisades-Burns Creek 


payout studies should be based on 
repayment of all Palisades costs 
including irrigation subsidy before 
repayment of Burns Creek costs. 

Standing alone Burns Creek would 
not generate enough revenue to pay 
3 percent interest on the interest- 
bearing investment. Burns Creek 
is an uneconomical project, with a 
cost of mie pa kes kilowatt as com pared 
to $269 for 

Adding Burns Creek to Palisades 
would require extension of repay- 
ment od Mag frrigation costs 
allocated to be repaid from ~ 
isades power revenues. This 
contrary to Public Law Be, sist 
Cong., and is considered illegal 


how much Burns Creek would in- 
fringe upon loads to be supplied by 
the Kemmerer steam plant as in- 
dicated by statement immediate} 
above. It is felt that Burns Cree 
would have relatively little effect 
on Utah Power & Light’s customers. 
Regional Director Nelson testified 
that in his opinion loads were . 
ing at a rate great enough to absorb 
both the out , of Burns Creek and 
the steam _— Mr. Nelson also 
expressed t opinion that if Burns 
Creek were not built, preference 
customers would not necessarily seek 
power from Utah Power & Light but 
robably would have energy wheeled 
from hydro sources from the west, 
or in some cases reactivate and ex- 
pand their own plants.! 


Burns Creek was investigated, de- 


signed, and calculated on the basis 
that it would be integrated hydran- 
lically, electrically, and financially 
with the present Palisades project. 
On this basis, and following cus- 
tomary procedure used on other ree- 
lamation developments, project rev- 
enues are used first to repay interest- 
bearing costs and last to repay irriga- 
tion ci es which do not carry 
interest. This ap to be the wa' 
any business would operate in regard 
to its financial obligations. (T 
was considerable misunderstanding 
concerning the average rate and re- 
permet studies for the Palisades 
urns Creek combination. How- 
ever, on the basis that interest-bear- 
ing debts would be repaid first, both 
Utah Power & Light and Reclama- 
tion are now in close agreement on 
lengths of the various repayment 
riods.) 


pe b 
Studies show that Burns Creek is an 


economical development and that, 
if considered on an incremental! basis, 
energy could be sold to repay the 
commercial power investment at 3 
percent interest at a price less than 
comparable energy from the cheapest 
alternative source of supply. 


Interior Department attorneys have 


carefully reviewed the pro re- 
payment for the Palisades-Burns 
Creek combination and do not ques- 
tion its legality. 


i This comment does not reflect the committee amendment to sec. 1, line 15, which was added subse 


quently. 
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Utah Power & Light position 


Surplus power revenues..| Without Burns Creek in the year 2016 


surplus power revenues in the 
amount of $30,342,000 would accu- 
mulate from the Palisades power- 
plant. With Burns Creek added 
these revenues would amount to 
$1,148,000. 


Summary analysis from 1959 hearings—Continued 





Bureau of Reclamation position 


Studies show that Utah Power & Light 


calculations are essentially correct. 
Our average rate and repayment 
studies show a surplus under the 
combined Palisades-Burns Creek sys- 
tem of $1,998,000 by the year 2019. 
However, the combined annual net 


power revenues with Burns Creek 
are approximately $2,295,000, com- 
pared to about $1,148,000 for Palisad: 
alone. Thus, after repayment of the 
combined project, the surplus rev- 
enues would accumulate at a greater 
rate and in a period of time would 
equal and then surpass the surplus 
power revenues from Palisades alone. 
(In the year 2046!surplus revenues 
from both systems would be equal to 
about $65,570,000 each.) 





The committee concludes that the Bureau of Reclamation position, 
as summarized above, is sound and supported in the testimony at the 
hearings. 


WYOMING COAL INTERESTS 


Testimony was received also from the mayor of Kemmerer, Wyo., 
and the president of the Kemmerer Coal Co., and statements were 
received from officials of the United Mineworkers, District 22, Utah 
and Wyoming. 

The burden of this testimony was that development of Burns Creek 
Dam powerplant would adversely affect the plans of the Utah Power 
& Light Co. to construct a steam generating pent at Kemmerer, Wyo. 

The committee appreciates the interest and concern of this area, 
where unemployment in the mines is high, and where assured produc- 
tion would be a great boon. 

The committee concluded that S. 281 should be amended to protect 
against premature development of Burns Creek power, and against the 
application of criteria other than that to serve preference customers 
in determining the need for additional power from the Federal facility. 

Additionally, however, the committee elicited from the Utah Power 
& Light Co. unequivocal assurances that its plans to construct the 

lant at Kemmerer were firm, and not subject to delay or cancellation 

ased upon congressional authorization of the Burns Creek project. 


DEMANDS OF PREFERENCE CUSTOMERS 


The committee secured additional studies as to the demands of the 

reference customers. The original needs of these customers were met 
rom Federal power at a time when privately generated power did not 
provide service to rural customers. The rural customers and munici- 
palities have, in the committee’s view, properly looked to the Federal 
vs full capability to serve their load growths. All the data 
show that Burns Creek power will be fully utilized without infringe- 
ment upon the private power company’s nonpreference market. 

The committee secured a Bureau of Reclamation schedule showing 

that the first generator on Burns Creek would go on the line in 1965, 
2 years after the Kemmerer plant is scheduled for operation, and that 
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the final two generators would go on the line in 1969, 6 years later 
than the Kemmerer plant. This will, in the committee’s view, allow 
the private company’s customer pattern to become established. 

The data furnished the committee show that Burns Creek power 
will serve a substantial irrigation pumping load, at a cost of $4.60 per 
acre, as compared to $10.40 per acre at rates ‘of the Utah Power & 
Light Co. This land, in the view of the committee, cannot be economi- 
cally served with irrigation pumping at the higher rate. Therefore, 
failure to develop Burns Creek will not result in diverting this market 
to thermal sources. Instead, it must either be served at comparable 
rates only possible from hydroelectric sources elsewhere, as from 
other Federal developments in the Pacific Northwest, or the land can- 
not be irrigated economically. 


INFORMATION AS TO PREFERENCE CusTOMER DEMANDS 


The following information is furnished with ye to prospective 
‘ustomer demands from preference customers for Burns Creek power 


vith the requirements exceeding the 90,000-kilowatt installation at the 
proposed development. 


U.S. DEPARTMENT OF THE INTERIOR, 
Bureau or RECLAMATION, 
Washington, D.C., May 29, 1959. 
‘lon. Ciinton P. ANDERSON, 
(hairman, Subcommittee on Irrigation and Reclamation, Committee on 
Interior and Insular Affairs, U.S. Senate, Washington, D.C. 


Dear SENATOR ANDERSON: In accordance with phone request. from 
vour staff we are pleased to enclose the following information concern- 
ing probable customers for power from Burns Creek Dam, Reservoir, 
ane powerplant, Palisades project, Idaho. 

List of requests for power from preference customers. The first 
“i of the enclosure is printed on page 50 of Senate hearings on S. 145 
and S. 2089, 85th Congress, May 22, 1957. The second page is addi- 
tional information on the subject matter to bring it up to date. 

2. Graph showing expected Bureau of Reclamation commercial load 
growth in southern Idaho and anticipated sources of supply.' 

3. Tabulation of requirements of existing Bureau of Reclamation 
power contracts in southern Idaho and actual power used in recent 
years.” 

Cnclosure | clearly demonstrates that the future requirements of the 
preference customers are greater than the generation to be obtained 
by adding Burns Creek to the system. 

A study of the tabulation, item 3, shows that at the present time 
some of the preference customers are using amounts of power greater 
than their contracts call for. 

All three items above have been presented previously to the Congress 
in conjunction with the Burns Creek hearings. They are transmitted 
now for your convenient reference. 

Sincerely yours, 
Froyp E. Dominy, Commissioner. 


i The graph is in the committee files. 
? Tabulation appears on p. 99 of hearings on May 11, 1959 
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Requests for power from Burns Creel: development 











Letter date Kilowatts 
requested 
Separate requests: | 
City oF Dtistey; SAGO... 6icc docs se ce bsdd hn eile Mar. 7, 1955......-. 1 10, 000 
Fall River Electric Cooperative, Inc., Aap: Idaho.| Apr. 20, 1955.....- 3, 000 
Village of Heyburn, Idaho. ..._....._- - Apr: 9, 1086... ..:. 2, 000 
City of Idaho Falis, Idaho_..._. Nov. 8, 1956....... @) 
Raft River Electric Cooperative, Inc., “Malta, Idaho | Nov. 9. 1956.-..._. 20, 00% 
Lost River Electric Cooperative. Ine.. Mac kay, 
RON S sts cia tanita Rie ditt a as writes enitlens Apr. 27 1955......\) 
Salmon River Electric Cooperative Inc., Challis, tr 4, 000 
Idaho _.... Lendtnietet bie, SRSA Sie aa: { 
City of Rupert, Set Ee M: ny 10, 1955...... 1 6, 009 
Westside Electric Irrigation Cooperative, Inc., Idaho 
Falls, 1debes. 36ecicbwdiiicneniehd iene isda June 29, 1955, and 3 30, 000 
Mar. 6, 1956 
ete ..codi.chendiipcnpetrenntemeendalindnanel oe ‘atl 74, 000 








Additional requests for surns Creek power made in pub 
lic meeting called b:y Burley Chamber of Commerc: 
Apr. 25, 1957, in Buriev, Idaho: 

Village of Albion, Idaho. ..............-.......----- | spade inte eam Malai 350 





Paul Electric Co., Paul, Idaho. ..................... 
The Unity Light '& Power Co., Betas Idaho-...... | 
Rural Electric Co., Rupert, Ids aho... saan a el ae iene ae 2, 000 
Walcott Electric Co., Rupert, Idaho. osdehess didi. Za 

Village of Heyburn, idaho... sda 
South Side Electric Lines, Inc.. Burley, Idaho. 


pn oc Nite Me Poon, S datck. 500 

Riverside Electric Co., Rupert, [daho...........-...)...+..--..------..-- 500 
Clby OF emer ts BORRO sick sth cnb dchetiectibtihent 4246hecsussiicee ad #9, 000 
TINO I I ose onsipd wenkabikbeddb ats ob 08 5 I= en tails «ere ee 22, 690 
Tete 66 tan aidanilic YUGBEIGS b: bee elie ct TOD 


! Amount requested in excess of present contract. 

2 Notstated. City of Idaho Falls has indicated in letter to Governor of Idaho Nov. 8, 1956, 
that at present rate of growth of city load, Palisades power will be insufficient within 5 years. 

3 Not presently served under contract with the Unites States. 

4 Estimated requirements stated in meeting totaled 50,000 kilowatts. Duplications of 
above list have been omitted. 


Subsequent to the compilation of the above list the Snake 
River Power Association, Inc. (comprised of some of the 
above-listed power distributors), submitted a petition in May 
1958 which includes the following requests: 

1. A formal application for all remaining firm power avail- 
pec from the federally owned generating plants in southern 
Idaho. 

2. A formal application for the purchase of 15,000 kilo- 
watts of high-grade secondary power. 

In support of the petition the following load estimates 
were started in the preamble: 





Average Energy pur- | 
yearly per- | chased in 1956) Estimated Estimated 
cent increase | (1,000 kilo- | needs in 1962) needs in 1967 
during 10- watt hours) | 
year period 














7.3 20, 557 47, 219 | 63, 848 
Lost River REA................. 37.1 16, 356 30), 607 37, 957 
br.) 8 os + ieee 24.2 6, 737 10, 535 13, 876 


Lower Valley REA ..........-...- [Jussies Sle 6, 696 21, 065 30, 120 
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The following excerpts from the testimony of two witnesses at the 
hearing on May 11 were ordered incorporated in the reports in support 
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Excerpts From Testimony or Expert WITNESSES 


of the committee’s conclusions: 


EXCERPT FROM TESTIMONY OF LYNN CRANDALL, LONGTIME 
WATERMASTER OF THE SNAKE RIVER, AT HEARING ON 
MAY 11, 1959, BEFORE SUBCOMMITTEE ON IRRIGATION AND 
RECLAMATION 


* * * They (the water users) feel that the development 
of the water resources is the essential thing and not a conflict 
over this power matter. They have been used to controver- 
sies for years and they found by experience that to get things 
done it is necessary to reach some compromise and agreement, 
and I am sure they would have no objection if the suggestion 
was followed out that was made by Mr. Nelson that the 
authorization bill provide perhaps for the construction of 
foundations for these three units, but that initially only one 
of these units would be installed and perhaps the bill might 
specify that two additional units would be installed, say 
at intervals of 1 year apart, which instead of putting the 
whole 90,000 kilowatts into the market in one year would 
put it in only at the rate of 30,000 kilowatts per year, which 
could easily be absorbed in the annual growth. 

* * * * * 


* * * T think that way this development could be inte- 
grated into the system without having an effect on this coal 
plant over in Wyoming at all. 

* ” * * * 


Senator Cuurcn. You are very closely acquainted with 
the various irrigation districts in southern Idaho and in the 
southern portion of the State that would be affected by this 
project; are you not? 

Mr. CRANDALL. Yes. 

Senator Cuurcu. Is it not so that this project has the 
support and endorsement of the water irrigation districts in 
the area? 

Mr. Cranpbauu. It was first proposed to them and the 
details were submitted by the Bureau of Reclamation 
several years ago at a meeting at Idaho Falls where they were 
unanimously approved.. At the annual meeting of the water 
users of the entire district in 1958 in March they were 
unanimously approved and this last March of this year they 
again for the third time unanimously approved this proposed 
project of the Bureau of Reclamation. They have been 
dealing for 50 years with the development of storage projects 
on the Snake River. There is Lake Walcott, and Jackson 
Lake, Island Park, Grassy Lake, American Falls, and 
Palisades. They have seen those projects all work out and 
pay out and they have paid back the entire costs on some of 
them already, and they are prepared to accept these figures 
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and estimates and calculations by the Bureau because they 
know that they have been made after the most thorough 
study and this long experience has given them great 
confidence in them. 

Senator Cuurcu. I might say, Mr. Chairman, that in my 
experience in the State of Idaho frequently the construction 
of a given dam has given rise to a great deal of bitter contro- 
versy between Idaho groups, between water users, and power 
users, and business groups, and various others that are 
affected in different ways. 

This project has been blessed with what approaches general 
endorsement and support from all the different Idaho groups, 
which is an unusual mark for a Government dam. 


* * * 7 *~ 


EXCERPTS FROM TESTIMONY OF HAROLD T. NELSON, REGIONAL 
DIRECTOR, BUREAU OF RECLAMATION, BOISE, IDAHO, AT 
HEARING ON MAY 11, 1959, BEFORE SUBCOMMITTEE ON IRRI- 
GATION AND RECLAMATION 


* * * and as a matter of fact the Federal Power Com- 
mission in commenting on the very first Palisades report 
called our attention to the fact that here was a traditional 
opportunity for reregulation because of the installed capac- 
ity at Palisades which could be used for peaking purposes. 
So a part of the output of the equipped system will originate 
at Palisades itself, and because of the fact that the market 
was not apparent at that time—that is, there had not been 
the great development of underground pumping in those 
days—the reregulating reservoir was not incorporated in the 
original Palisades project. 1 would say now that there are 
three 30,000 kilowatt units proposed for Burns Creek and 
certainly the Bureau would not be a party to putting units 
on the line without a market. I recall that Coulee Dam was 
laid out that way and Chief Joseph Dam with space for the 
unit in the powerhouse and units were added as the market 
developed, and our projections are that the market will be 
there by the time we are ready to install them, but, nonethe- 
less, the Burns Creek meade proposal was held back 
until our own existing contracts indicated that we were out 
(of power). 

Senator Cuurcu. In other words, even if your anticipation 
based upon the past growth patterns of these customers 
proves to be wrong, you are still in a position where you need 
not install more generators at Burns Creek than the actual 
market would justify at the time of installation? 

Mr. Netson. That is correct, sir. 

Senator Cuurca. So that at no time need you invade the 
market of the Utah Power & Light Co. by putting surplus 
power into the area above the demands of your existing 
customers? 

Mr. Nexson. That is certainly my feeling and I feel that 
the past performance record and reputation of the Bureau in 
the Northwest is pretty much along those lines. I saw a 
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report once where the last generator on Coulee wouldn’t be 
needed until 1965, and we couldn’t get them on the line fast 
enough. 


a + * o% * 
New Repayment Srupy 


In response to a request from Senator Church, the Bureau of 
Reclamation made a new repayment study of the Burns Creek project 
on the basis of deferring installation of generators to meet anticipated 
load growth of preference customers. The reply is incorporated in 
this report for the information of the Senate. 

The reply is as follows: 


U.S. DeparTMENT OF THE INTERIOR, 
BurEAvU OF RECLAMATION, 


Washington, D.C., June 12, 1959. 
Hon. Franx Cuurca, 


U.S. Senate, Washington, D.C. 


Dear Senator Cuurcu: We have made a new repayment study 
of the proposed Burns Creek development on the basis of deferring 
the installation of generators to meet anticipated load growth of 
preference customers. This would be in accord with the last sentence 
of section 1 of Committee Print No. 2 of June 1, 1959, on S. 281. We 
— to provide you herein a summary of the results of this 
study. 

The estimated load growth of Bureau of Reclamation commercial 
loads in south Idaho was discussed during the recent Senate hearings, 
and the load growth curve is printed on page 98 of the hearings on 
S. 281, March 16 and May 11,1959. That curve shows that presently 
available Federal power is fully utilized and that additional loads up to 
1965 were to be met by integration with the Idaho Power Co. After 
that date Burns Creek was to come on the line to meet future load 
growth. 

The proposed contract with the Idaho Power Co. to obtain 30,000 
kilowatts of power is agreeable to both the power company and the 
Department of the Interior. At the request of Senator Murray, 
execution of the contract has been held in abeyance. Execution of 
this contract will not affect the feasibility of Burns Creek. 

Assuming the contract is executed, and based upon the proposed 
amendment, the first Burns Creek generator would be installed by the 
end of fiscal year 1965. To meet further load growth, it is contem- 
plated that the remaining two of the three 30,000-kilowatt Burns 
Creek generators would be installed by the end of fiscal year 1969. 

On the basis of the deferred installation of the generators, the re- 
payment study of the Palisades-Burns Creek combination shows that 
the repayment period for total costs would be extended 4 years, to 
fiscal year 2019, from that shown in the study based on all generators 
being installed in 1 year. There is enclosed a tabulation comparing 
repayments under the two different procedures. 

As shown in the tabulation, the commercial power allocation, under 
deferred generator installation, would be repaid with interest in the 
52d and 44th year, respectively, of the Palisades and Burns Creek 
repayment periods. Total costs including irrigation assistance would 
be repaid in the 50th year after the last two Burns Creek generators 
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are installed. We concluded that Burns Creek would be a feasible 
development on either basis of generator installation. 

The question of use of natural gas for irrigation pumping in south- 
ern Idaho has been raised. We have looked into this and are enclos- 
ing for your information a “Statement on Use and Effect on Burns 
Creek Generation of Natural Gas for Operation of Irrigation Pumps 
in Southern Idaho.’’! This statement concludes that pumping by 
gas, when all costs are considered, generally would be more expensive; 
therefore, it is not probable that gas would be competitive to electric 
power from Burns Creek, and no appreciable effect on use of Burns 
Creek generation is anticipated. 


Sincerely yours, 
Aurrep R. Goze, 
Acting Commissioner. 


Palisades project-Burns Creek combined study, Bureau of Reclamation—Repayment 

















table 
Amount Total repay- Year of Pali- Year of Burns 
ment year sades payout Creek payout 
Function Deferred Deterred!| Deferred! Deferred 
generator | Generators | genera- | Genera- | genera- | Genera- | genera- | Genera- 
installa- not de- tor in- | tors not | tor in- | tors not | tor in- | tors not 
tion ferred stalla- | deferred| stalla- | deferred| stalla- | deferred 
tion | tion tion 
dia ity ee Oh oe 
| 

Commercial power !_._|/$60, 496, 462 |$60, 723, 462 2009 2005 52 48 44 40 
Irrigation power....... 28, 214,760 | 28,214,760 | 2013 2009 56 52 48 44 
Ee ES 324, 065, 600 |? 24, 065, 600 ‘2019 2015 62 58 ‘54 80 


1 Commercial power repaid with 3-percent interest. 
2 Repaid using surplus power revenues. 
+ Includes Palisades allocation of $19,717,000 plus $4,348,600 in assistance to irrigation on Michaud Flats 


pee and Michaud division of the Fort Hall Indian project. Of the total amount, $10,075,000 is repaid 
y irrigators and $13,990,000 from surplus power revenues. 


4 2019 is 60 years after the last 2 Burns Creek generators are installed. 
ADDITIONAL SUPPORTING INFORMATION 


The attached minutes of a meeting of Committee of Nine of Snake 
River Water Users, Idaho Falls, June 6, 1959, endorse S. 281, the 
Burns Creek bill, as amended. The minutes include a resolution 


which is included as reflecting the views of the Snake River water 
users. 


MINUTES OF MEETING OF COMMITTEE OF NINE OF SNAKE RIVER 
WATER USERS, IDAHO FALLS, IDAHO, JUNE 6, 1959, 1 P.M. 


Committee members present: Leonard Graham, chairman; 
J. H. Silbaugh, Al Peters, Leo Murdock, David W. Dick, 
Cy Young, Frank Redfield, C. N. Scoresby, Willis Walker. 
Advisory member Merle Tillery; former chairman N. V. 
Sharp, Lynn Crandall, Harold Nelson, Glenn Simmons, 
Henry Eagle, and several other water users. 

Lynn Crandall discussed the proposed Burns Creek bill as 
amended. He stated that the amendment worked out by 
Senators O’Mahoney and Church provided that the installa- 
tion of the power-generating facilities be scheduled by the 


—_—_—_—_—_———————— 
1 The information as to natural gas phases is on file with the committee. 








16 


The following communications on S. 281 were received from the 
Department of the Interior, the Bureau of the Budget, and the 
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secretary on the basis of providing for the additional power 
requirements of preference customers rather than all facili- 
ties being installed at once. 

The meeting called today is for the purpose of obtainin 
an expression of opinion of the water users on the amende 
bill. Mr. Crandall pointed out some of the benefits that 
Burns Creek will provide to all water users on Snake River. 
Burns Creek is the last site on Snake River in Idaho above 
Milner Dam where any irrigation storage can be made 
available. 

Mr. Nelson stated that the amendment to bill would in 
no way affect the provision that the power revenues from 
Palisades-Burns Creek would assume one-third of the annual 
costs of winter water savings at Minidoka now paid by water 
users. Demand for Government power is increasing faster 
than can be taken care of by addition of Burns Creek. He 
stated that the effect of the proposed amendment for delayed 
installation of all the power units would not extend the 
power payout period more than 1 year. 

The following resolution was presented: 


** Resolution 


“Whereas the Snake River water users at their two last 
annual meetings have unanimously approved the Burns 
Creek project; and 

“Whereas at a recent meeting of the Senate Subcommittee 
on Irrigation and Reclamation of the Senate Interior Com- 
mittee certain amendments were added to the original bill 
S. 281: Now, therefore, be it 

“Resolved by the Committee of Nine, representing the Snake 
River water users, That we approve the bill as amended and 
request the members of Idaho’s congressional delegation to 
give the amended bill their full support.” 

Moved by Silbaugh, seconded by Walker, that the resolu- 
tion be adopted. Carried unanimously. 

There was further discussion regarding opposition of power 
companies to Burns Creek and the 150-day shutoff of canals 
for winter water savings. 

Meeting adjourned at 2:30 p.m. 


ComMuNICcCATIONS From Executive AGENCIES 


Department of Agriculture: 
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DEPARTMENT OF THE INTERIOR 


U.S. DeparTMENT oF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 21, 1959. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


Dear Senator Murray: A report from this Department has been 
requested on S. 281, a bill to authorize the Secretary of the Interior 
to construct, operate, and maintain a reregulating reservoir and other 
works at the Burns Creek site in the upper Snake River Valley, 
Idaho, and for other purposes. 

We recommend that the bill be enacted. A few minor amendments 
set out hereafter are also recommended. 

The Burns Creek Dam, Reservoir, and powerplant would be located 
on the Snake River in Bonneville County, Idaho, about 30 miles 
downstream from Palisades Dam. It would be integrated elec- 
trically, hydraulically, and financially with the existing Palisades 
reclamation project. Our planning report on this development, 
together with copies of the comments we have received from State 
and Federal agencies, has been transmitted to the President of the 
Senate and referred to your committee. 

The prime purpose of the Burns Creek development is reregulation 
of releases from Palisades. In addition, 100,000 acre-feet of its 
234,000 acre-feet of reservoir capacity will be available for long-term 
holdover irrigation storage purposes, and a 90,000-kilowatt powerplant 
is proposed. The reregulation of Palisades releases will result in more 
efficient use of Palisades than is possible otherwise. Without down- 
stream regulation, for instance, the operation of Palisades powerplant 
would be limited by restrictions on streamflow fluctuations below the 
dam. The integrated or combined operation of Burns Creek and 
Palisades will permit the prime power output from the Palisades 
powerplant alone to be more than doubled. 

The 100,000 acre-feet of irrigation storage will be utilized prin- 
cipally as long-term holdover storage. It will, in effect, provide in- 
surance water to be used during such periods of extreme drought as 
occurred during the early 1930’s. It is expected that it will be con- 
tracted for, and used on the same lands (650,000 irrigated acres along 
the Snake River extending in a strip upstream from Bliss, Idaho) as 
the Palisades irrigation water. In view of this, it seems to us that 
the requirement of the Interior Department Appropriation Act, 1954 
(67 Stat. 261, 266; 43 U.S.C. 390a), respecting land classification and 
soil survey could well be waived as section 5 of the bill would provide. 

The bill provides a 6-month preference to holders of storage rights 
in Palisades Reservoir for subscription to Burns Creek space. It also 
provides that ‘‘the Secretary may contract with any such organization 
on the basis of operating plans which, in accordance with contracts 
heretofore entered into between the United States and subscribers to 
Palisades capacity, treat the conservation capacity as having a prior- 
ity equal to that of the irrigation capacity in Palisades Reservoir.” 
Typical of the contract provisions to which this passage refers is that 
in article 29(c) of the contract of January 7, 1955, with the Milner 
Low Lift Irrigation District: 
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“Tf the United States, under the Federal reclamation laws, here- 
after constructs storage facilities on the Snake River or its tributaries 
above Milner Dam in addition to those now constructed or author- 
ized to be constructed to provide water for irrigation purposes, the 
district hereby agrees that, notwithstanding the establishment of a 
storage right for such additional facilities with a priority subsequent 
to that assigned the Palisades Dam and Reservoir, the United States 
may hereafter contract with water users’ organizations which then 
have storage rights in Palisades Reservoir, to operate not to exceed 
300,000 acre-feet of such capacity for the storage of water for irriga- 
tion for the benefit of such organizations as though that capacity had 
a storage right of identical priority with that held for Palisades Dam 
and Reservoir.” 

On the basis of present cost estimates, it is likely that construction 
charges for the use of Palisades space will be $7.75 per acre-foot. It is 
tentatively proposed that Burns Creek space be charged for at the 
same rate. On this casis, the total repayment by the water users for 
the use of 100,000 acre-feet of Burns Creek storage would be $775,000, 
repayable over a 40-year period. The remainder of the irrigation 
allocation can readily be returned from net power revenues. 

The total estimated cost of constructing the Burns Creek develop- 
ment, exclusive of fish and wildlife and recreation facilities, is about 
$45,430,000 on the basis of January 1959 prices It is estimated 
that, combined with Palisades as the bill provides, costs allocated to 
commercial power could be repaid with interest well within a 50-year 
period. Irrigation costs assigned to the combination could be repaid 
: about 50 years after full operation of the Burns Creek powerplant 

egins. 

Economic analysis of the Burns Creek development made during 
the feasibility investigation indicated that its primary benefits alone 
exceed total costs in the ratios of 1.48 to 1.0 and 1.26 to 1.0, based on 
periods of analysis of 100 and 50 years, respectively. These ratios 
using January 1959 price indexes might change but such changes 
would be only slight since benefits from power would increase in 
about the same relative magnitude as would costs. 

The bill would include as a project purpose the preservation and 
propagation of fish and wildlife, call for making reasonable provision 
in the Burns Creek development to achieve this purpose, provide 
for free public access to and use of the reservoir area for lawful hunting 
and fishing purposes, and provide for a minimum flow of water from 
the reservoir to benefit the fishlife downstream. These provisions 
conform to recommendations of the Fish and Wildlife Service which 
were adopted as an integral part of our project planning report. 

Two provisions of the bill are deserving of special comment. Sub- 
section (b) of section 4 would authorize the Secretary of the Interior 
to reduce by one-third. certain contract obligations undertaken by 
irrigation interests which serve to compensate the beneficiaries of the 
Minidoka powerplant for losses of power resulting from storage in 
Palisades Reservoir, and to charge the total amount of the reductions 
to Palisades power revenues. We estimate that this charge to project 
power operations would be about $5,000 annually. It is our under- 
standing that this provision is desired by local water user groups. 
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We make no objection to its inclusion in the authorizing legislation 
if the Congress should be inclined to adopt it, since it would have no 
appreciable effect on the feasibility or payout of the project. 

Tetscotion (c) of section 4 would provide that construction of 
Burns Creek could not be commenced until 80 percent of its con- 
servation capacity has been subscribed and until negotiations have 
been undertaken in accordance with section 4(b). e understand 
that this provision, too, is desired by local water user groups. While 
it is ordinarily not desirable to construct facilities the success of 
which depends upon water user repayments until repayment contracts 
have been entered into, it is the return from power that will carry 
the great bulk of the cost of Burns Creek. .The 100,000 acre-feet of 
long-term holdover irrigation water would be used only a few times 
during project payout. The relatively minor part of irrigation in this 
project will have little bearing upon the success of the project. How- 
ever, we anticipate that there will be no difficulty in meeting the re- 
quirements of section 4(c) and we offer no objection to it. 

We recommend that the bill be amended in the following respects: 
(1) substitute the words “in connection with” for the words ‘‘in the 
works of’’ in line 15, page 3; (2) substitute the words “conservation 
and development” for the words “preservation and propagation” in 
lines 8 and 9, page 1, and line 18, page 3; and (3) substitute the words 
“section 2 of the Fish and Wildlife Coordination Act (48 Stat. 401, as 
amended; 16 U.S.C., secs. 661, 662)” for the words “section 2 of the 
Act of August 14, 1946 (60 Stat. 1080, 16 U.S.C. 662)” in lines 16 and 
17, page 3. The first of these changes is suggested to clarify a possible 
ambiguity and the second and third to take cognizance of the recently 
enacted amendments of the Fish and Wildlife Coordination Act 
(Public Law 85-624, 85th Cong.). 

A statement of personnel and other requirements that enactment 
of S. 281 would entail is attached in accordance with the provisions 
of Public Law 801, 84th Congress. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior. 


59003°—59 8S. Rept., 86-1, vol. 3——84 
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DEPARTMENT OF INTERIOR—BitL To AvutTHorizE ConstrucTION oF Burns 
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Estimated additional man-years of civilian employment and expenditures for the first 
5 years of proposed new expanded programs 





1959 1960 1961 1962 1963 
—_——$—$—$—$——————— | | | 
Estimated additional man-years of civilian 
employment: 
Administrative services and support: 
i tctbndadhisnenpronhiipescinesdl a 8 8 8 7 
Property management.............|..........-. 1 1 D iesceadiel 
BURRIIEEIIT a cngvonscspiiemnaeds 1 1 1 1 1 
Total, administrative services 
GR PRINS. otc pencsensccaiacns 5 10 10 10 8 
===——S==|_s«&sWaX— X——S——————— ————_== 
Substantive (program): 
Engineering aids. ................. 5 10 13 13 10 
RENE. ninddndetnbuddacdtantginted 5 v ll ll 7 
ED alert cnesmhindighetnutecbintelschelpndiaiias 6 9 9 9 
Total, substantive............... 10 25 33 33 % 
S| —_—_=_= 
Total, estimated additional man- 
years of civilian employment... 15 35 43 43 Rr 
——_—_=£__=_=J —a=]=vS |_oOma=—="==aeanananan=|=«—===ae=em—~—~—~—="—_—= —————_____ 
Estimated additional expenditures: 
gg RRA Bt OES $80, 000 $180, 000 $220, 000 $220, 000 $175, 000 
SE CEE si ciwiabbsvtsécunsieninctcninein 20, 000 220,000 | 4,000,000 | 13,600,000 | 17,745, 000 
Total, estimated additional expendi- 
I i cacalsiccitrvathignninnpiianghininie 100, 000 400,000 | 4,220,000 | 13,820,000 | 17, 920, 000. 





BUREAU OF THE BUDGET 


Executive OFrFice OF THE PRESIDENT, 
BurgEAU OF THE BupGet, 


Washington, D.C., April 20, 1959. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 

U.S. Senate, Washington, D.C. 

« My Dear Mr. Cuarrman: This is in reply to your letter of January 
19, 1959,.requesting the views of the Bureau of the Budget on 8. 281, 
a bill to authorize the Secretary of the Interior,to construct, operate, 
and maintain a reregulating reservoir and other works at the Burns 
Creek site in the upper Snake River Valley, Idaho, and for other 
purposes. 

The bill would authorize construction of the Burns Creek Dam, 
Reservoir, and powerplant to provide reregulation of water releases 
from Palisades Reservoir, atsite power production with an initial 
capacity of 90,000 kilowatts, and og holdover storage of 
100,000 acre-feet. The development would be integrated electrically 
hydraulically, and financially with the Palisades project. The total 
cost of the Burns Creek development is currently estimated at about 
$45,380,000, exclusive of fish and wildlife and recreation facilities. It 
is estimated that the water users would repay $775,000 for irrigation 
storage over a 40-year period. Anticipated power revenues are esti- 
mated to be sufficient to meet annual operation costs, repay with in- 
terest the total allocation to commercial power, and repay the balance 
of the irrigation allocation in less than 50 years of integrated operation 
with the Palisades project. 

The bill provides that costs allocated to fish and wildlife and re- 
creation shall be nonreimbursable. The Bureau of the Budget con- 
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siders that the costs of minimum basic recreational facilities should be 
treated as part of the overall project costs and allocated to the major 
purposes of the project subject to the cost-sharing or reimbursement 
requirements applicable to such purposes. With respect to fish and 
wildlife facilities, the provisions of the bill may be inconsistent with 
the provisions of the Fish and Wildlife Coordination Act, as amended, 
which require that the Secretary of the Interior shall determine the 
share of the costs of any fish and wildlife development work which 
should be borne by non-Federal interests. Accordingly, the Bureau 
of the Budget would recommend that the bill be amended to delete 
the last sentence of subsection 3(b). 

The Department of the Interior in a report it is submitting to your 
committee recommends several clarifying amendments to the bill. 
Subject to modification of the bill to incorporate the amendments 
proposed by the Department of the Interior and the amendment 
recommended above, there would be no objection to enactment of 
§, 281. 

Sincerely yours, 
Puruuire S. Huenrss, 
Assistant Director for Legislative Reference. 





DEPARTMENT OF AGRICULTURE 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., April 22, 1959. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate. 


Dear SENATOR Murray: We would like to make a voluntary report 
on S. 281, a bill to authorize the Secretary of the Interior to construct, 
operate, and maintain a reregulating reservoir and other works at 
the Burns Creek site in the upper Snake River Valley, Idaho, and for 
other purposes, because this bill would affect national forest lands 
under the jurisdiction of this Department. 

This Department has no objection to S. 281, but does object to 
subsection 3(a), unless amended. Our position on this bill and the 
amendment thereto as herein recommended are the same as those 
expressed in our report of May 8, 1957, to you onS. 145, 85th Congress, 
a similar bill relating to the Burns Creek project. The amendment 
herein recommended was incorporated in g 2757, which superseded 
S. 145 and passed the Senate on August 20, 1957. 

Subsection 3(a) of S. 281 would authorize the Secretary of the 
Interior, in connection with the Burns Creek development, to con- 
struct minimum basic public recreational facilities and to arrange for 
the operation and maintenance of the same by an appropriate State 
or local organization or agency. 

Some of the lands within the Burns Creek development are national 
forest lands withdrawn for reclamation purposes, and the authority 
granted the Secretary of the Interior under subsection 3(a) of the bi 
would result in duplication of authority between the Departments of 
the Interior and Agriculture, and would lead to confusion unless 
clarified. The Secretary of Agriculture now has authority to manage 
these national forest lands, so long as such use does not conflict with 
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reclamation purposes, and is developing and administering them 
not only with respect to recreation but for timber, grazing, an 
other resources. This Department is developing the national forests 
under a policy of mtegrated multiple use, whereas the authority that 
would be granted the Secretary of the Interior under this section 
would pertain only to recreation. 

Under a memorandum of understanding entered into in January 
1948, between the Bureau of Reclamation of the Department of the 
Interior and the Forest Service of this Department, it was agreed 
that the Forest Service would continue to administer national forest 
lands within a reclamation withdrawal for nonreclamation purposes 
whenever such lands were not in actual use in connection with any 
reclamation works. This memorandum of understanding has provided 
a satisfactory division of responsibility which should be continued, 

The Department of Agriculture believes that it should administer 
the recreational facilities on national forest lands withdrawn for 
reclamation purposes. It objects to legislation which would give 
duplicating authority in this respect to the Secretary of the Interior, 

The Department of Agriculture also believes that within exterior 
boundaries of the national forests, lands acquired for reclamation pur- 
poses and not needed for actual use in connection with reclamation 
works should become national forest lands. These lands and the 
resources thereof should be administered by the Secretary of Agri- 
culture, subject to project uses, as ordinary national forest lands. 
This would include the recreational facilities thereon. We believe 
such lands can be most effectively and economically administered as 
national forest lands by the Department of Agriculture because of 
their intermingling with nearby and adjoining national forest lands. 

The recommendations of this Department can be accomplished by 
adding a proviso to subsection 3(a). Starting on page 3, line 13, 
change the period to a colon and continue as follows: 


“Provided, That all lands within the exterior boundaries of a national 
forest acquired for project purposes which are not determined by the 
Secretary of the Interior to be needed for actual use in connection 
with the project works shall become national forest lands: Provided 
further, That the Secretary of the Interior shall make his determina- 
tion hereunder within five years after approval of this Act or, in the 
case of individual tracts of land, within five years after their acquisi- 
tion by the United States: And provided further, That the authority 
contained in this subsection shall not be exercised by the Secretary 
of the Interior with respect to national forest lands without the con- 
currence of the Secretary of Agriculture.” 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morsgz, 
Acting Secretary. 








MINORITY VIEWS OF SENATOR BARRY GOLDWATER, 
OF ARIZONA 


We are opposed to this committee reporting favorably S. 281. This 
bill would authorize the construction of the Burns Creek project on 
the Snake River in southeastern Idaho. ‘The project at present price 
levels, according to the Bureau of Reclamation, would cost 
$48,790,000. The project would consist of a dam to be constructed 
about 30 miles below the Palisades project, also on the Snake River. 
This dam would be 176 feet high and 1,900 feet long; it would im- 

ound about 234,000 acre-feet of water and it would have installed in 
it 90,000 kilowatts of generating capacity. Of the storage capacity 
behind the dam, 17,000 acre-feet. would be for reregulating the flow of 
the Snake River below the Palisades Dam; 100,000 acre-feet would be 
used for irrigation storage, and the remaining 117,000 acre-feet would 
be inactive capacity. Of the cost of this project, $47,872,000 would 
be allocated to power and only $849,000 would be allocated to recla- 
mation, a small part of which would be repaid from power revenues. 
Thus the portion of the project’s cost allocated to reclamation would 
constitute only 1.75 percent of its total cost. 

This project is highly undesirable and unsound for several significant 
reasons: 

(1) When first proposed the project had a low ratio of benefits to 
costs, and at the present time the project is barely feasible economi- 
cally. In its original report on the project submitted to Congress in 
1957 and based upon 1955 cost data, the Bureau of Reclamation 
estimated that the project would cost about $40,267.000, and the 
Bureau found that it had a benefit-cost ratio of 1.26 to 1 (85th Cong., 
H. Doc. 147, p. v). In arriving at this benefit-cost ratio it was 
assumed that the power investment would bear interest at only 2% 
percent althcugh reclamation law provides for an interest rate of 3 
percent on power facilities. In previous hearings before this com- 
mittee the Bureau of Reclamation admitted this to be the case. In 
1957 the Department of Interior said that the project would cost $44 
million and that it had a benefit-cost ratio of 1.19 to 1, still using 
interest on the power investment at only 2% percent rather than the 3 
percent. Now the Bureau admits that the project would cost over 
$48,790,000. But that agency has not submitted a recomputation 
of the benefit-cost ratio on the basis of this increased cost of construc- 
tion. With the cost of the project at $48,790,000 and with interest 
on the power investment figures at 3 percent instead of 2% percent, it 
is doubtful whether this project would be theoretically feasible in 
economic terms. In fact the Bureau of Reclamation told another 
committee, “Burns Creek would be impossible, standing alone.” 

_ (2) This project is not by any stretch of the imagination a reclama- 
tion project. With only $849,000 of the cost of the project allocated to 
reclamation, it is obvious that reclamation will derive but small 
benefits from the project. As stated previously, this would be only 
1.75 percent of its total cost. Out of a total storage capacity of 
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234,000 acre-feet to be provided by this dam, only 100,000 acre-feet 
will be used for irrigation purposes. A regional director of the Bureau 
of Reclamation in hearings before a congressional committee admitted 
that this reclamation water storage would be used by irrigators only 
two or three times in any given 50-year period. Therefore, it is not 
proper to allege, as this bill does, that this project would be author- 
ized to “assist in the irrigation of arid and semiarid lands * * *.” 
This is another example of using reclamation as a vehicle for pro- 
moting public power to the detriment of reclamation. 

(3) The bill also seeks to justify this project on the ground that it 
would reregulate the Snake below the Palisades project. Significantly, 
only 17,000 acre-feet out of the total storage of 234,000 acre-feet 
provided by this dam would be used for reregulating purposes; this 
would be only 7 percent of the total storage space involved. Further, 
not one penny of the cost of the project is being allocated to the re- 
regulating function. Supposing this dam should be built to a height 
of 176 feet, as is provided in the Bureau of Reclamation report, will 
not reregulating works be required downstream from the Burns Creek 
project in order to protect the river banks and the intakes of reclama- 
tion projects further down the Snake? If reregulation is the major 
objective, it could be attained by building a dam with only 17,000 
acre-feet of storage capacity at a cost of about $6 million. 

(4) As a power project standing by itself it would produce very 
high cost power. Power from Burns Creek standing alone would have 
to cost an average of 5.27 mills per kilowatt-hour in order to recover 
all costs under reclamation law. The cost of steam power produced 
by privately-owned electric companies in the area is 5.48 mills per 
kilowatt-hour. Actually power from Burns Creek, according to the 
Department of Interior, would be marketed at the same rate as the 
power produced at Palisades Dam which now sells at an average of 
only 3.67 mills per kilowatt-hour. Obviously, should this happen, 
the Burns Creek deficit from power operations would be made up 
from any surplus that might result from the Palisades project. Thus 
any surpluses that Palisades might otherwise earn would be diverted 
from use for reclamation purposes and used instead to subsidize the 
ag bills of people who will be buying power produced at Burns 

reek. 

(5) Thus Burns Creek project would be positively detrimental to 
reclamation. If Palisades project stands alone it would repay all of 
its costs by 1990; and by the year 2016 it will have built up a surplus 
of $30,341,964 which as a part of the reclamation fund would be 
available to finance other reclamation projects. But if Burns Creek 
and Palisades are to be taken together and Burns Creek power sold 
under the Palisades rate schedule, all costs of the two projects to be 
recovered would not be repaid until the year 2015; and by the year 
2016 the two projects together will have a surplus of only $1,776,196, as 
against a surplus for Palisades standing alone of $30,341,964. This 
would mean that if these two projects should be taken together there 
would be a net decrease of funds available to the irrigation fund by 
2016 of $28,565,768. 
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(6) As a justification for the construction of this proeuzinently 
ower project Mr. N. B. Bennett, Chief of Project Development 
ivision of the Bureau of Reclamation, said to the subcommittee; 


Mr. Nelson has recently analyzed the power loads to be 
anticipated from the existing customers, if you please, that 
are now customers of the Federal Government in southern 
Idaho, and he finds that in order to meet that load alone we 
must have Burns Creek on the line starting in 1966 and that 
their loads will exceed the capabilities of the combined Fed- 
eral system in southern Idaho by about 1972. If these are 
loads to be served which are now served by the Federal 
Government and are to be served by continuing Federal 
Government supply of power, it cannot possibly in my judg- 
ment have an effect on the Kemmerer steam plant. 

True, if the Utah Power & Light, or the Idaho Power, in 
whose market area most of these customers are, is the 
agency to serve these increased loads, then that is a different 
question, but these people now have contracts for power 
with the Federal Government and we believe that they 
should continue to receive from the Federal Government 
power to meet their growing loads. 


It is obvious from this quotation that Mr. Bennett would justify 
the Government in building the project solely for the purpose of 
meeting the power needs of present customers of the Bureau of Recla- 
mation. He says their load growth will require added power and the 
Bureau wants to continue to serve these customers itself. This 
would mean that the Bureau of Reclamation would be assuming a 
public utility responsibility; that is, it would be assuming the role 
of a privately owned electric cones with the responsibility of 
building electric plants solely for the purpose of meeting the load 
growth of its customers. 

Assistant Secretary of Interior Aandahl, in appearing before the 
Committee on Interior and Insular Affairs of the Us. Senate earlier 


in 1959, strongly denied that the Department of Interior should 
assume utility responsibility: 


Mr. AanpauHv. | think it is incumbent on the Federal 
Government to encourage a maximum of local responsibility 
in meeting the growing power needs of the Nation. Because 
of that fact, we have tried to emphasize in all of our Federal 
power marketing during the period that I have been in my 
present position that the responsibility for total needs rests 
with local entities. We will be just as helpful as we can 
with the Federal power that is available from these multi- 
purpose projects, and we know that power is of great eco- 
nomic advantage to the local people, and particularly to the 
preference customers. We do feel that it would be very 
unwise for us, as the marketing agent for all Federal power 
except that which is in the Tennessee Valley, to try to estab- 
lish a total utility responsibility for any group of customers. 
We would be committing the Congress to expenditures of 
immeasurable amounts of money if we were to establish a 
policy of that kind. I think we would be derelict in our 
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duty if we did (hearings on Federal Power Marketing 
Problems, p. 261). 


Mr. W. A. Dexheimer, who was Commissioner of Reclamation at 
the time Mr. Bennett made the previously quoted statement, said 
in a speech on August 17, 1957: 


Federal sources of power supply are clearly limited by 
hydroelectric phases of multipurpose projects. Congress 
for many years has indicated no disposition to permit con- 
struction of steam-electric facilities by the Government 
outside of the TVA area. Thus the Federal efforts in no 
way abrogate the responsibility of the utility industry, 
including cooperatives and municipalities, to meet the 
Nation’s ever-increasing needs for energy. 


Thus it is obvious that Mr. Bennett, in justifying this project as 
needed to supply the prospective needs of Bureau customers, was 
acting directly contrary to the announced views of his superior, the 
Commissioner of Reclamation, and contrary to the policy of the 
Department of the Interior as presented in statements of Assistant 
Secretary Aandahl who is responsible for departmental policy and 
activities in the field of water and power resources. 

(7) There has not been presented any evidence before this or any 
other committee that there is now or that there is likely to develop in 
the near future any power shortage in this area. In fact the pri- 
vately owned electric company that has a franchise to serve this area 
has made firm plans to build a steam generating plant of ultimately 
300,000 kilowatts capacity that would furnish electricity to the same 
area where Burns Creek power would be marketed. This company 
has already made firm commitments relative to this new plant that 
involve substantial financial obligations. Further, there is every 
reason to believe that electricity will be available from this steam 
plant at least as soon as power could begin to flow from the Burns 
Creek project. Thus it is not in the least necessary to authorize this 
panjers in order to avoid a future power shortage in southeastern 

aho. 

For these strong and persuasive reasons we believe that this bill 
should not be favorably reported. 


O 


Barry GoupwatTer. 








